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For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breal<s  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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You're  looking  at  the  first 
new  idea  in  wood 
roofing  in  2,000  years. 


When  you  pluck  man  out  of  his 
environment  and  put  him  down 
somewhere  else,  the  first  thing  he 
does  is  build  a  roof  over  his  head. 

There's  hardly  any  material  he 
hasn't  used  to  build  a  roof — from 
kangaroo  skins  to  puddled  ant-hill 
earth.  But  for  thousands  of  years, 
one  of  his  favorite  roofing  mate- 
rials has  been  the  good  old  wood 
shingle.  Until  recently,  the  ulti- 
mate refinement  in  wood  roofing 
has  been  the  split  red  cedar  shake. 

Properly  installed,  it's  com- 
pletely weatherproof,  wind-resist- 
ant, a  superb  insulator— and  the 
scrumbly  texture  is  so  handsome 
that  makers  of  other  roofing  mate- 
rials try  to  imitate  the  appearance 


of  the  inimitable  split  cedar  shake. 

Despite  the  inherent  advantages 
of  cedar  shakes,  many  fire  codes 
have  restricted  their  use  for  com- 
mercial construction.  There  things 
stood  until  Koppers  came  along. 

We  developed  a  way  to  pressure 
impregnate  cedar  shakes  and  shin- 
gles with  fire  retardant  chemicals 
which  remain  fixed  in  the  wood. 

Underwriters'  Laboratories,  Inc. 
tested  the  fire  retardant  cedar 
shakes  and  shingles  after  severe 
weathering  exposure  and  awarded 
them  a  "C"  rating — already  hun- 
dreds of  local  codes  have  been 
amended  to  permit  Koppers  fire 
retardant  shakes  for  commercial 
building.  Your  local  building  sup- 


ply dealer  can  order  them  for  you. 

We  don't  think  anybody  knows 
more  about  improving  wood  than 
Koppers.  For  example,  we  make 
a  complete  line  of  fire  retardant 
lumber  and  plywood  called  Non- 
Com";  many  types  of  termite-  and 
rot-resistant  wood;  glued  lami- 
nated beams  that  can  span  over 
300  feet;  even  pressure-treated 
light  poles  that  come  in  colors  to 
match  the  neighborhood  decor. 

Although  Koppers  is  up  to  its 
ears  in  everything  from  pollution 
control  to  reinforced  plastics,  one 
of  our  big  jobs  will  always  be  to 
take  the  noble  tree  and  make  it 
better.  Koppers  Company,  Inc., 
Pittsburgh,  Pa.  15219 
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This  isn't  news;  it's  just  America 


To  read  the  papers  you'd  think  that  we  were  a  nation 
of  hoodlums.  But,  newspapers  or  not,  what  makes  this 
the  wonderful  nation  it  is  keeps  right  on  happening  .  .  . 
quietly. 

Remember  for  example: 

.  .  .  The  thousands  of  hard-working,  dedicated  teachers 
who  stay  after  school  to  help  straighten  out  the  twisted 
thinking  of  troubled  boys  and  girls. 

.  .  .  The  countless  nurses  and  young  interns  who  don't  quit 
at  the  end  of  their  shift,  but  go  back  to  the  bedsides  of  a 
frightened  child  or  a  desperately  lonely  old  woman. 

.  .  .  The  workmen  who  donate  week-ends  to  rebuild  a 
widow's  cottage  shattered  by  storm,  or  a  small  town 
church  destroyed  by  fire. 

.  .  .  The  young  men  who  risk  their  security  and  their  sav- 
ings to  launch  a  business  —  for  profit,  yes,  but  also  to  try  to 
create  something  worth-while  in  this  country  of  theirs. 

.  .  .  The  countless  parents  who  deny  themselves  necessities 
to  give  their  children  health  and  education  advantages 
they  never  had. 

.  .  .  And  underpaid  ministers,  hard-working  fund  raisers, 
and  especially  —  especially  those  young  men  in  uniform 
offering  their  futures,  their  lives  for  their  country. 

There  may  be  no  -^ws  in  good  news  like  th  it 

helps  you  rise  above  a  lot  of  the  sordid  kind,  doesn't  it.? 


Sew  GradalP  G-800  offers 
Grudall  versatility  plus 
ability  to  dig  23  feet 
straight  down. 


YOU  CAN  PRODUCE  IT  BETTER.  FASTER,  FOR  lESS  WITH  WARNER  &  SWASEY   MACHINE  TOOIS,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 


This  perpetual 

motion  machine 
destroys  millions 

of  pairs  of  pants 
a  year. 


Maybe  a  little  boy's  knees  don't 
look  destructive. 

But  put  those  knees  in  long  pants 
and  they're  as  rough  as  sandpaper. 

Before  you  know  it,  they've  worn  out 
the  knees  in  a  perfectly  good  pair 
of  pants. 

But  now  B.F.Goodrich  has  discovered 
a  cure  for  weak  knees. 

It's  Fabrilock®  film,  a  super-tough 
polymer.  And  more  than  eighty  pants 
manufacturers  are  using  it  to  reinforce 
knees. 

When  bonded  with  heat,  Fabrilock 
film  melts  into  fabric;  becomes  a 
permanent  pa^t  of  it.  It  toughens  without 
stiffening.  Protects  without  showing. 
Makes  knees  stand  up  nine  times  longer. 

Today,  the  battle  of  worn-out  knees 
is  just  about  over. 

But  for  B.F.Goodrich  Fabrilock,  it's 
just  the  beginning.  Things  like  collars, 
cuffs,  pockets  and  sneakers  wear  out 
fast,  too. 


B.F  Goodrich 


We've  done 

something 
about  it. 
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someone  youlik^ 
about  Larks^0as-Trap  f iltel! 


Got  the  picture? 

About  90%  of  cigarette  smoke  is  gas. 

Only  a  fraction  is  actually  "tar"  and  nicotine. 

Larks  patented  (U.S.Pat.  No.  3,251,365) 
:7as-Trap  filter  reduces  all  three/'tar"  nicotine  and 
las.  As  a  matter  of  fact  it  actually  reduces  cert^jn 
arsh  gases  nearly  twice  as  effectively 


as  any  other  filter  on  any  other  popular  Drar 
Now  tell  someone  else  about  Lark's 

rare  combination  of  easy  taste  and  hard  working 

Gas-Trap'  filter. 

You  might  start  with  the  TV  repairman.Tell  him 

about  Lark  and  he  may  say 

all  you  need  is  a  20*^  tube. 


King  Size 
or  new  lOO's.l 
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..MANDAND 
COMMUNICATIONS 
SYSTEMS 


EDUCATIONAL 
SYSTEMS 


Phikx)-Fbrd  has 
launched  Hb  27th 
communicaticxis 
satellite. 

As  the  demand  for  military 
communications  satellites 
grows,  Philco-Ford  stands 
as  the  leader.  They've 
developed  a  method  to 
orbit  8  satellites  with  just 
one  rocket,  and  built  27  of 
the  il  U.S.  communica- 
tions satellites  now  in  orbit. 
Ford  Motor  Company 
does  more  than  make  cars. 
We  have  better  ideas  in 
many  areas  of  high  growth 
and  profit  potential.  Ford 
is  where  what's  happening 
happens.  For  details  write 
Rm.  735,  Ford  Motor  Cor 
pany,  American  Road,  Dea| 
born,  Michigan  48121. 
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Side  Lines 


Unrequited  Love 

Criticize  a  company  or  an  individual  and  it's  only  natural  for  them 
to  resent  it.  But  sometimes  even  when  we  praise  them  they  get  mad. 

Consider  the  case  of  Avon  Products.  Year  after  year  Forbes  Jan. 
One  Annual  Report  on  American  Industry  ranks  Avon  near  the  top. 
And  does  Avon  love  us  for  it?  Love  us?  They  won't  even  talk  to  us. 
Avon  just  isn't  in  when  Forbes  comes  calling. 

It  seems  that  in  the  May  1,  1966  issue  we  ran  a  short  article  entitled 
"Pauvre  Charles."  It  was  about  Avon's  invasion  of  the  French  perfume 
market.  After  recalUng  that  de  Gaulle  was  already  distressed  by 
Americanisms  creeping  into  the  French  language  and  American  chal- 
lenges to  his  dreams  of  power,  the  writer  put  his  tongue  in  his  cheek 
and  asked:  "Hasn't  the  Le  Grand  Charles  suffered  enough  at  the 
hands  of  these  English-speaking  barbarians?"  suggesting  that  this 
was  too  much,  this  selling  of  American  perfume  in  the  homeland  of 
Chanel  and  Jean  Patou. 

Avon's  bosses  weren't  amused.  In  fact  they  were  furious.  Their  lack 
of  a  sense  of  humor  apparently  traces  to  a  nagging  fear  that  if  people 
make  jokes  about  them,  the  carefully-groomed  Avon  lady  will  end  up 
a  figure  of  humor  as  the  ice- 
man and  the  Fuller  Brush 
man  once  were.  Since  that 
article  Avon  has  refused  to 
talk  with  Forbes. 

Denied  Revenge 

Under  the  conditions, 
we'd  be  less  than  human 
if  we  didn't  want  to  snub 
Avon  back.  But  we  can't. 
Our  own  standards  won't 
let  us.  The  500  major — larg- 
est publicly  held — U.S.  cor- 
porations are  rated  in  this 
issue.  Avon  is  one  of  them. 
And  it's  one  of  the  best. 
It  ranks  third  on  return  on 
equity  and  first  on  return 
on  capital.  It  ranks  well  up, 
too,  in  earnings  growth. 

That's  the  way  this  issue  works.  It  isn't  anybody's  subjective  view 
of  a  company's  management  that  counts,  but  what  the  numbers 
say.  This  is  a  strictly  objective  evaluation  of  coiporate  performance, 
of  management  success  or  management  failure.  It  is  a  measurement 
particularly  apt  in  this,  the  era  of  the  multi-company,  for  which 
Forbes  has  designed  the  symbol  shown  herewith. 

This  is  the  21st  year  we  have  complied  this  ranking  of  America's 
biggest  stockholder-owned  corporations.  We  do  not  restrict  the  list  to 
industrial  corporations;  retailing,  transportation  and  finance  companies 
are  also  included.  In  an  era  of  multicompanies,  when  computer  com- 
panies are  in  insurance,  railroads  make  underwear  and  defense  com- 
panies buy  meatpackers,  this  is  the  only  kind  of  "biggest"  list  that 
makes  sense.  We  measure  bigness  by  revenues,  except  with  financial 
companies  that  don't  ha^'e  revenues  in  the  ordinary  sense.  For  them, 
we  use  a  combination  of  operating  and  investment  income. 

In  this  report,  performance  is  measured  on  a  set  of  Yardsticks.  Es- 
sentially ,they  measure  two  things:  Growth  and  Profitability. 

The  most  important  Yardstick  measures  Profitability  with  the  five- 
year  average  return  on  stockholders'  equity.  Why?  Because  it  shows 
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how  well  management  has  used  its 
stockholders'  money. 

To  calculate  it,  we  first  determine 
the  amount  of  stockholders'  equity. 
For  example,  by  the  end  of  1963 
Eastman  Kodak  stockholders  had  paid 
$403  million  into  Kodak  for  common 
stock.  In  addition,  Kodak  manage- 
ment had  kept  a  total  of  $452  million 
of  past  earnings.  These  two  amounts 
total  $855  million,  giving  us  Kodak's 
stockholders'  equity  at  the  end  of 
1963.  Since  there  were  162  million 
shares  of  common  stock  outstanding, 
its  stockholders'  equity  per  share,  the 
book  value  of  its  stock,  was  $5.28. 

The  following  year,  1964,  Kodak 
management  earned  $1.16  a  share 
after  taxes.  Since  it  earned  this  on 
$5.28  of  stockholder  money,  we  di- 
vide one  by  the  other  to  get  a  return 
on   stockholders'  equity  of  21.9%. 

We  do  the  same  for  each  following 
year.  This  gives  us  a  26.7%  return  for 
1965,  33.9%  for  1966  and  29.6%  for 
1967.  The  fifth  figure,  for  1968,  has 
a  wrinkle  to  it.  Since  last  quarterly 
figures  for  1968  aren't  available  for  a 
couple  of  months,  we  use  the  latest 
available    12-month   earnings   figures. 


year  figure  because  short-run  fluctua- 
tions are  leveled  out.  But  the  12- 
month  figure  can  be  significant.  Look 
at  Dow  Chemical's  14.3%  return  on 
equity  (C  on  table).  Not  particularly 
impressive  by  itself.  But  compare  this 
with  its  five-year  average  of  14.1%. 
It's  higher.  Dow  is  the  only  chemical 
company  to  improve  its  return  on 
equity  last  year  over  the  five-year 
average. 

Besides  equity,  the  other  way 
management  can  raise  money  is  to 
borrow  it.  The  advantages  of  debt  are 
twofold:  It  does  not  dilute  current 
shareholders'  ownership  of  the  com- 
pany, and  the  interest  can  be  paid 
with  tax-deductible  50-cent  dollars. 
As  long  as  management  is  making  a 
higher  return  on  the  borrowed  money 
than  its  interest  costs,  it  works  out 
well  for  shareholders.  But  debt  does 
increase  risks  on  the  downside. 

The  third  Yardstick  shows  the  re- 
turn management  earns  on  stockhold- 
ers' equity  plus  debt — that  is,  total 
capital.  If  management  has  no  debt, 
this  figure  will  be  identical  to  the 
five-year  average  return  on  stockhold- 
ers'   equity.    This    is    the    case    with 


Ethyl's  stockholders'  equity  per  share 
was  $9.14.  In  1966  it  earned  $3  per 
share  for  a  return  on  equity  of  32.8%. 
How?  Not  by  brilliant  chemical  oper- 
ations. Rather  by  carrying  roughly 
$19  per  share  in  debt.  If  Ethyl  had 
used  equity  entirely  instead  of  debt, 
its  stockholders'  equity  would  have 
been  roughly  $28.14,  making  its  re- 
turn on  equity  about  22%. 

There  are  two  other  important 
measures  of  management  perform- 
ance. One  is  sales  growth.  The  other 
is  earnings  growth.  We  calculate  both 
about  the  same  way.  First  we  develop 
a  base  using  1962-64  figures.  Then 
we  compare  this  with  the  latest  12- 
month  figures. 

For  example,  Celanese  earned  $3, 
$3.42  and  $4.25  per  share  during 
1962-64.  Averaging  it  out  and  com- 
paring it  with  Celanese's  earnings  of 
$3.85  per  share  in  the  latest  12 
rate  of  1.6%  (F  on  table). 

That's  poor.  Yet  Celanese's  sales 
are  growing  at  18.5%.  Which  is  more 
important?  Clearly,  earnings  growth. 
It's  not  how  big  you  are  but  how 
good  you  are  that  counts.  Because 
earnings  growth  is  so  important,  we 
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For  Kodak,  that  would  be  88  cents  a 
share  in  the  fourth  quarter  of  1967 
plus  $1.56  a  share  for  the  three 
quarters  ended  September  1968.  That 
works  out  to  a  return  on  equity  of 
23.9%  for  the  last  12  months  (see  A 
on  table  above).  We  then  average 
the  five  yearly  percentage  figures  to 
come  up  with  a  five-year  average  of 
27.2%  (B  on  table),  well  above  the 
Forbes  median  of  12.6%. 

The   five-year  average   is   a   better 
measure  of  management  than  the  one- 


Rohm  &  Haas  (D  on  table). 

Ethyl  Corp.  is  the  opposite  ex- 
treme. Its  return  on  total  capital  is 
an  unexciting  10.9%  (£  on  table). 
But  its  return  on  equity  of  29.8%  is 
one  of  the  highest  in  American  in- 
dustry. 

Ethyl's  return  on  equity  is  a  dra- 
matic example  of  leverage:  taking  a 
relatively  small  amount  of  stockhold- 
ers' equity  and  borrowing  heavily  to 
raise  the  money  necessary  to  increase 
profits.     Take     1965     for     example: 


highlight  the  industry  figure  at  the 
top  of  each  Yardstick  (G  on  table). 
The  Chemical  industry's  rank  of  19th 
means  that  its  3.8%  earnings  growth 
median  was  19th  of  23  industry 
groups,  not  a  good  record.  But  the 
industry's  13.6  median  five-year  re- 
turn on  equity  was  good  enough  to 
make  Chemicals  eighth  in  profitabil- 
ity.  (H  on  table). 

Here's    how   we    handled    acquisi- 
tions. Pennsalt  acquired  Kerns  United 
(Contimiecl  on  page  74) 
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Daddy  knows  a  little  something 
ibout  turning  a  profit. 

To  begin  with,  he  would  never  tie 
p  all  his  cash  in  equipment. 

Instead,  he'd  use  his  capital  to 
iring  in  more  cash. 

Which  is  where  GATX  enters  the 
icture.  (You  know  us — the  Tank  Car 
eople.) 

Through  the  leasing  of  railroad 


cars  and  storage  terminal  facilities, 
we've  saved  American  business 
millions  over  the  last  seventy  years. 

And  now,  through  our  new 
subsidiary,  GATX/Boothe,  we'll  help 
you  save  more  money. 

We  are  prepared  to  lease  almost 
any  kind  of  major  industrial  or 
transportation  equipment  you  can 
think  of. 

Recently  we  leased  two  Douglas 
stretch  DC  8's  and  a  string  of  freight 
cars,  and  are  currently  arranging 
leases  on  six  Boeing  737  jet  transports. 


So  if  until  now,  ycu  aai'er,  r 
known  where  to  get  the  facts  about 
leasing,  now  you  do. 

Just  ask  General  American 
Transportation  Corporation. 

Big  Daddy  to  American  Business. 


GATX 


American  business  can  learn  a  lot  from  him. 


Cl»8  ST  NE^<S  SrNOICAie  CO.,  INC. 


We're  helping  take  care 

of  urgent  space  programs 

right  down  here. 


Reid  Taube  and  his  family  are  encountering 
some  serious  space  problems  right  now,  espe- 
cially every  morning  at  toothbrushing  time.  But 
when  the  kids  start  needing  houses  for  families 
of  their  own,  their  space  problems  may  be  a 
whole  lot  bigger. 

We're  working  on  programs  to  meet  their 
needs  through  Levitt  and  Sons  Inc.,  world's  larg- 
est international  home  and  community  builder. 

Today,  we're  adding  thousands  of  new 
homes  by  building  communities  here,  and  in 
places  as  far  apart  as  France  and  Puerto  Rico.  In 
the  works  for  tomorrow  are  entire  cities  in  pre- 
viously unused  areas  of  the  U.S.  and  elsewhere 
around  the  world. 

80,000  new  homes  already 

And  no  one  knows  more  about  earthbound 
space  problems  than  Levitt  and  Sons,  having  built 
a  record  total  of  more  than  80,000  homes.  By 


the  end  of  the  next  decade,  when  their  building 
rate  will  have  reached  25,000  homes  annually, 
Levitt  predicts  annual  sales  of  $1  billion. 

We  have  other  space  programs  under  way, 
too.  With  Avis,  we  help  businessmen  and  vaca- 
tioners alike  to  niove  around  atwili.  Our  APCOA 
Division  offers  parking  space  for  140,157  cars 
at  airports,  hospitals,  and  central  business  dis- 
tricts in  88  cities,  40  states,  the  District  of  Colum- 
bia, Puerto  Rico  and  Canada. 

And  Sheraton,  an  international  chain  of 
hotels  and  motor  inns,  is  going  full  steam  ahead 
to  keep  up  with  the  year-round  demand  for 
good  accommodations  and  service  all  over  the 
world. 

Oceanography  to  consumer  loans 

Today  we  have  offices  and  factories  in  67 
countries  and  sales  outlets  in  56  more,  and  em- 
ployees numbering  270,000.  In  addition  to  busi- 
nesses like  Levitt,  Avis  and  Sheraton,  our  diverse 
operations  include  telecommunications,  data 
processing,  mutual  fund  management,  educa- 
tional training  services,  oceanography,  air  navi- 
gation, undersea  cables,  and  consumer  loan 
services— among  others. 

By  bringing  to  bear  our  total  expertise  in 
all  areas  where  we  operate,  our  companies  gen- 
erate increased  competition  within  industries, 
which  leads  to  more  efficient  use  of  manpower 
and  material  resources.  This  results  in  a  better, 
more  comfortable  life  for  you,  the  Taubes,  and 
people  everywhere. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 
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Celanese  is  in  gas  and  oil 


Bxploration,  drilling,  refining  and  marketing 


[n  1964,  Celanese  entered  the  petro- 
eum  business  through  the  acquisition 
)f  ChampHn  Petroleum  Company  of 
rort  Worth,  Texas.  In  1967,  Celanese 
icquired  the  55,000  barrel  a  day  Pontiac 
"efinery,  which  is  managedbyChamplin. 
ChampUn  and  Pontiac  now  have  a 
;ombined  refining  capacity  of  89,000 
sarrels  a  day.  ChampHn  operates  1200 
service  stations  and  bulk  depots  in  the 
jreat  Plains  area.  These  facilities  are 


backed  up  with  an  aggressive  explora- 
tion and  development  program  and  a 
network  of  pipeline  and  other  distribu- 
tion facilities. 

ChampHn  fits  well  into  the  Celanese 
program  for  long  term  growth  and 
diversification.  It  is  a  sound,  well- 
managed,  profitable  operation  in  its 
own  right.  Its  exploration  activities  and 
reserves  provide  a  base  for  Celanese' 
future  hydrocarbon  requirements.  And 


its  substantial  refining  capacity  pro- 
vides the  corporation's  chemical  com- 
pany with  additional  product  lines  and 
future  feedstock  options. 

Celanese  currently  operates  more 
than  100  plants  in  27 
countries  producing 
fibers,  plastics,  chem- 
icals, coatings  and 
forest  products  as 
well  as  petroleum.  CELANESE' 
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One  of  the  most  remarkable  buildings 
in  the  world  is  in  Denver^  Colorado. 


Xt's  United's  new  Flight  Training  Cen- 
ter. The  most  advanced  pilot  school  in 
the  world. 

Inside  our  giant  Center  is  the  largest 


array  of  jet  simulators  ever  assembled 
under  one  roof.  Along  with  a  wide  range 
of  other  sophisticated  equipment,  they 
enable  us  to  give  United  pilots  the  most 
thorough  training  in  aviation  history. 

And,  to  us,  thorough  training  is  train- 
ing that  never  stops.  That's  why  all 
United  pilots  return  to  our  Center  twice 
a  year,  for  refresher  courses. 

Because  of  the  thoroughness  and  pre- 
cision of  the  training,  over  40  major  air- 


lines throughout  the  world  send  us 
pilots  and  crews  for  training.  And  hun- 
dreds of  private  pilots  train  with  us,  too. 
Like  the  other  innovations  our  air- 
line has  been  making,  our  new  Center 
serves  today's  needs— while  being  com- 
pletely prepared  for  aviation's  future. 
That  means  the  men  we  train  will 
always  be  the  best  in  the  sky. 


As  the  world's  largest  airline,  we 
couldn't  afford  less  of  a  goal  than  that. 

friendly  skies 
United. 


'It  even  looks  great  from  up  tiere." 


If  it  doesn't  shrink  on  their 
why  should  it  shrink  on  yours. 


'*i^  ks 


Animals  wear  leatheralltheir  lives.  And 
they  don't  worry  about  rain  or  dirt  or 
cracking  or  hardening. 

But  as  soon  as  they  lose  their  hides, 
that's  when  the  trouble  can  start.  With- 
out protection,  baseballs  can  shrivel  up, 
mini-skirts  become  micro-skirts,  size  9 
shoes  become  size  8. 

Union  Carbide  got  together  with  the 
tanners  to  save  a  little  bit  of  the  world 


from  shrinking. 

We  took  a  little  known  chemical  called 
Glutaraldehyde  and  refined  it  and  de- 
signed it  so  it  could  be  added  to  the 
tanning  process. 

Togiveyou  a  leatherthat  resists  hard- 
ening. A  leatherthat  resistscracking.  A 
leather  that  doesn't  shrink  at  the  sight 
of  water. 

We're  out  to  save  your  hide. 
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This  is  the 
richest  graveyard 
in  the  world. 


Vertebra  of  prehistoric 

whale  estimated  to 
be  25  million  years  old. 


Not  far  from  Lakeland, 
Florida,  lies  a  200- 
square-mile  area  that 
you  won't  find  in  a  tour- 
ist guide.  Twenty-five 
million  years  ago  it  was 
ocean  bottom.  Today  it's 
a  massive  deposit  of 
phosphate  ore,  the  sedi- 
ment of  prehistoric  ma- 
rine life.  The  irregular 
substance  has  preserved  countless  bones  of 
whales  and  other  mammals. 

Natives  call  it  Bone  Valley,  and  this  chalky 
graveyard  contains  enough  phosphates  to  sus- 
tain mining  at  the  present  rate  for  the  next 
1 ,000  years.  More  than  90  per  cent  of  Florida's 
vast  production  (that's  one-third  of  world  out- 
put) goes  to  enrich  crops  as  a  plant  food  and 
fertilizer  additive. 

Now  a  different  kind  of  "monster"  roams  the 
valley.  Clark-built  Michigan  tractor  scrapers 
are  moving  earth  to  build  huge  dikes  seven 
stories  high.  These  will  surround  settling 
ponds  for  a  residue  of  clay — part  of  the  phos- 
phate mining  and  refining  process.  Over  the 
next  four  years,  eight  Michigan  scrapers  will 
move  22.5  million  cubic  yards  of  sandy  clay. 
They're  working  nine  hours  a  day,  six  days  a 
week,  averaging  125  round  trips  per  day. 

Eventually  the  area  will  be  reclaimed  for 
residential  and  recreational  use  as  well  as 
citrus  groves  and  truck  farms. 

Meanwhile,  there's  work  to  be  done  in  dino- 
saur-sized proportions.  Clark-built  Michigans 
were  selected  to  keep  that  work  on  schedule. 
From  the  same  company  that  builds  lift  trucks, 
truck  trailers,  axles  and  transmissions,  com- 
mercial food  refrigeration  and  earthmoving 
equipment.  Clark  Equipment  Company, 
Buchanan,  Michigan  49107. 
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Clark  built  Michigan  tractor  scrapers  load, 

haul  and  dump  in  31cubic  yard  bites.  Eight 

Michigans  will  move  22.5  million  cubic 

yards  on  a  four  year  earthmoving  contract. 


How 


m^  start  with  10Q000  poun< 
i^afential  pollution  and  end  up 
with  harmless  water  vapor? 


start  out  with  a  Gas  incineration 
system.  It's  the  easiest  way  to  give  a 
happy  ending  to  many  dangerous 
waste  problems. 

This  was  the  solution  to  the 
waste  problem  at  Sohio  Chemical's  plant 
in  Lima,  Ohio.  In  producing  acryloni- 
trile,  they  also  produce  100,000  pounds 
of  liquid  and  mixed  wastes  every  hour. 

Gas  incineration  provided  the 
economical,  safe  answer  to  this  100,000 
pound  disposal  problem.  High 
temperature,  about  1600°  R,  in  Gas-fired 
Incineration  chambers  quickly  turns  the 
waste  into  harmless  water  vapor 
and  carbon  dioxide. 

Wet  or  dry,  your  waste  problems 
can  be  cleaned  up  efficiently  by  Gas-fired 
incineration.  Ask  your 
local  Gas  Company  Sales  Engineer 
,  to  tell  you  how. 

V  AMERICAN  GAS  ASSOCIATION,  INC. 
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Trends 

&  Tangents 


BUSINESS 


High  Hopes 

Right  now  the  world-wide  con- 
struction-equipment market  is  be- 
tween S4.5  billion  and  S5  billion 
a  year  and  is  growing  at  a  6%  to 
8?  annual  rate.  This  is  why  com- 
panies bke  General  Motors,  Deere 
&  Co.  and  others  are  trying  to  ex- 
pand in  this  business  so  far  dom- 
inated by  Caterpillar  Tractors. 

Cheers 

It's  not  that  Americans  are 
drinking  more;  they're  merely  pay- 
ing more  for  better  drinks.  That's 
the  reason  for  the  prosperity  of 
the  liquor  industry  last  year.  Ac- 
cording to  a  study  by  Seagram 
Distillers  Co.,  since  1963  con- 
sumption of  spirits  has  risen  ex- 
actly with  the  rise  in  the  popu- 
lation of  drinking  age  (25  and 
over),  but,  while  sales  of  low- 
priced  spirits  (under  S4.79  a  fifth) 
have  increased  by  only  14%,  sales 
of  medium-priced  spirits  (S4.79  to 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L. 


FORBES,  JANUARY  1,  1%9 


$6)  have  increased  by  33%  and 
sales  of  high-priced  spirits  (over 
$6)  have  jumped  by  39%.  Since  it 
costs  only  modestly  more  to  distill 
and  package  high-priced  liquors 
than  low-  or  medium-priced,  profit 
margins  have  expanded. 

Blue  Chip  Promotion 

Gaynes  Shoppers  World,  a  dis- 
count store  in  Burlington,  Vt.,  has 
come  up  with  a  new  promotional 
game.  Its  lure  for  Christmas- 
season  shoppers  were  shares  of 
stock  in  General  Electric,  Sim- 
monds  Precision,  IBM  and  Her- 
cules, all  of  which  have  plants  in 
Burlington.  The  company  gave  a 
share  in  one  of  the  companies  to 
each  of  the  four  persons  who 
registered  the  closest  guess  to  the 
stocks'  actual  closing  prices  on  Dec. 
20.  The  cost  came  to  about  $500 
plus  brokerage  fees — which  is  a 
lot  cheaper  than  some  of  the  auto, 
merchandise  and  folding-money 
giveaway  gimmicks  used  by  many 
other  stores. 

Ice  Age 

The  Southland  Coip.,  a  con- 
venience food-store  chain  based  in 
Dallas,  isn't  sure,  but  it  thinks  its 
new  ice  house  going  up  in  Ft. 
Lauderdale,  Fla.  is  the  first  new 
ice  house  in  the  nation  in  ten  or 
20  years.  The  new  plant  will  make 
and  deliver  bagged,  crushed  ice  to 
Southland's  500  stores  in  Florida 
on  a  more  profitable  basis  than  the 
stores'  present  individual  ice-mak- 
ing and  bagging  machines.  Why 
all  the  attention  on  ice?  For  one 
thing,  it's  probably  the  most  profit- 
able item  in  the  Southland  Corp.'s 
stores,  and  it  has  proved  to  be  the 
best-selling  product  in  Dallas 
stores.  "It  gets  awfully  hot  down 
here  sometimes,"  says  a  company 
spokesman.  "You  need  a  lot  of  ice 
for  making  homemade  ice  cream 
— and  mint  juleps. " 


OVERSEAS 


Will   It  Ever  Fly? 

The  French  effort  to  save  the 
franc  has  caused  a  cut  in  the 
French  contribution  to  the  Franco- 
British  Concorde  supersonic  jet 
venture,  which  could  bring  a 
further  delay  in  the  Concorde's 
delivery  to  the  airlines  now  prom- 
ised to  begin  by  1973  or  1974. 
Airline  officials  insist  they  still  want 
the  Concorde.  But  one  of  them 
remarks,  "We  don't  have  to  take 
it.  They've  got  specifications  to 
meet.  We  could  walk  out  of  it, 
though  at  a  penalty."  ■ 


\ 


People 

are  taking 

advantage 

of  the 

Middle  South 


It  figures. 

They  constantly  get  the 

best  in  Arkansas,  Louisiana 

and  Mississippi— the 

Changing  Middle  South. 

Resource-wise. 

Labor-wise. 

Power-wise. 

Market-wise. 

Transportation-wise. 

And  otherwise. 

A  strategic  location  in  the 

dynamic  Middle  South 

could  be  the  start  of 

something  big  for  you,  too. 

Profit-wise. 

Write:  Middle  South, 

Box  61000,  New  Orleans, 

La.  70160. 


\ 


MIDDLE 

UTILITIES 


SOUTH 

SYSTEM 


m 


ARKANSAS  POWER  t  LIGHT  COMPANY  LITTLE  ROCK.  ARK. 
LOUISIANA  POWER  S  LIGHT  COMPANY  NEW  ORLEANS,  LA 
MISSISSIPPI  POWER  i  LIGHT  COMPANY,  JACKSON,  MISS, 
NEW  ORLEANS  PUBLIC  SERVICE  INC     NEW  ORLEANS,  LA, 
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The  old  way  of  serving  shippers  was  to 
provide  information  on  available  railway 
services.  And  then  to  match  those  services 
to  the  shippers'  transportation  needs. 

But  Northern  Pacific  has  a  new  way. 

We've  established  a  Market  Development 
Department.  And  divided  it  into  major  industry 
areas  including  forest  products,  grain  and 
grain  products,  and  construction  materials.  And 
i<ito  specialized  product  areas  such  as 
piggybacking,  container-on-flat-car  and 
export-import  services. 

The  marketing  experts  in  each  of  these  areas 
are  conducting  research  in  their  specialized 
fields.  And  making  recommendations  to 
NP  management  on  new  programs. 

So  instead  of  adapting  shippers'  needs 
to  existing  railway  services,  we'll  develop  and 
provide  new  services  tailored  to  individual 
shippers  in  their  various  commodity  areas. 

For  more  information  on  Northern  Pacific's 
new  marketing  group,  contact 
C.  Duane  Carley,  Director  of  Market 
Development,  Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


Our  marketing  experts 
are  searchino  for  clues 
to  serve  you  better. 


MRIIBH 
niCIHG 


(SPECIAL  LIMITED  OFFER  —  FOR  THE  "OVER-50''  SET) 

Enjoy  a  WohdcHiil  Vacation  in  a  AS^^ 
lovely  Apart menf  at  BeautHiil . . .  ^^V 


Enjoy  resort  luxury  in  a  beautiful, 
furnished,  garden  apartment. 


Dive  right  in!  Swimming,  sunning  and 
poolside  pleasures  at  their  best. 


A  championship  golf  course  at  your 
door.  Sun  City  is  a  golfers'  paradise. 


..  ,  ,yfi\\ng  on  Sun  City's  mag- 
niTicent  greenswards. 


Your  Guest  Activities  Card  is  your  in- 
vitation to  Sun  City  social  life, 


i 


HIEE! 


Informative  brochure  crammed 
with  full-color  photos,  facts  about 
Sun  City ...  the  people,  homes, 
climate  -  everything!  Yours  free 
with  coupon.  Don't  Delay  —  Send 
Coupon  Today! 


D 


DiL  E.  Wtee   Ccr»>ob«tios   IJ 


D 


Del  Webbs 


ARIZONA /CALIFORNIA /FLORIDA 

America's  Most  Famous  Resort-Retirement  Communities 


NOW 
ONLY 


$75 


for  2  People 
for  One  Week 


Sept  16  through  May  31 

Treat  yourself  to  a  fabulous  week  of  fun!  Enjoy 
a  King's  ransom  in  resort  facilities.  Choose  one 
of  three  Sun  Cities  .  .  .  America's  most  beautiful 
adult  communities,  located  in  the  heart  of  the 
most  popular  vacation  areas. 

It's  "An  Introductory  Offer".  A  wonderful  vacation  in  a 
lovely,  air  conditioned  furnished  apartment  is  yours 
now  at  the  Sun  City  of  your  choice  —  only  $75  for  two 
for  one  week  through  May  31.  Introduce  yourself  to 
resort  living ...  at  its  ultimate!  The  million  dollar  re- 
sort facilities  —  the  ^^arm  and  friendly  people  —  the 
unique  health  and  happiness  of  an  exciting,  carefree 
way  of  life.  The  one  stipulation  is  that  you  or  your 
companion  must  be  50  years  of  age  or  more. 

Free  Guest  Activities  Card !  Your  passport  to  pleasure  — 
swimming,  shuffleboard,  lawn  bowling,  bridge,  arts  and 
crafts  centers  —  all  yours  to  enjoy  iree!  Bask  in  the 
warm  sun  or  just  loaf.  Be  a  Sun  Citizen  for  a  week. 
You'll  discover  what  they  enjoy  every  week  for  only 
$20  a  year...5Vi«*  a  day. 

Free  Golf!  All  Sun  Cities  boast  beautiful  18-hole  cham- 
pionship golf  courses  located  at  your  door.  Two  free 
games  are  included  in  your  vacation  week  —  one  per 
person.  Sun  Citizens  have  the  advantage,  though  — 
they  can  play  golf  every  day,  all  year  long  for  less  than 
50^  a  round  on  an  annual  basis. 

Your  Choice  Of  Three  Beautiful  Locations!  Sun  City,  Ari- 
zona ...  in  the  famed  Valley  of  the  Sun,  12  miles  from 
Phoenix.  Sun  City,  Florida  ...  on  the  picturesque  Sun 
Coast  17  miles  from  Tampa,  only  ten  minutes  from  the 
bay.  And  Sun  City,  California ...  25  miles  south  of 
Riverside  in  the  midst  of  Southern  California's  vacation 
playground. 

Act  Now  and  Avoid  Disappointment!  Reservations  HUed  on 
a  "first  come,  first  served"  basis,  so  send  coupon  today! 
To  ensure  availability  for  date  of  your  choice,  enclose 
deposit  in  full  amount  with  coupon.  ($75  through  May 
31,  $50  June  1  through  Sept.  15).  Otherwise,  send 
coupon  for  reservation  application  and  full  color  bro- 
chure. Offer  limited  to  availabilities.  No  reservations 
confirmed  without  deposit  in  full  —  prompt  refund  if 
no  space. 


MML  THIS  COUPON  TODAY'. 


DEL  WEBB  CORP.     Dept.  F0-13A 

P.O.  Box  13702,  Phoenix,  Arizona  85002 


D 


D 


Here's  my  check  for  $75  (September  16-May  31).  Reserve 
an  apartment  for  2  in  Sun  City;  (checK  one)  D  Arizona, 
D  California,  Q  Florida  for  7  days,  to  begin  (date) 

(Start  any  day  of  the  week.) 


Send  complete  information  about  Sun  City: (check  one) 
D  Arizona,  Q  California,  Q  Florida  ...  no  obligation. 


NAME. 


ADDRESS. 
CITY 


-STATE. 


-2IP. 


READERS  SAY 


Life's  Many  No-Nos 

Sbr:  In  your  article  on  Aetna  in  the 
Nov.  15  issue,  I  call  your  attention  to 
your  statement  that  insurance  gets  only 
14%  of  the  consumer's  savings  dollars, 
compared  with  47%  two  decades  ago. 
But  remember  there  were  very  few 
savings  dollars  in  1948,  compared  to 
1968.  In  the  life  insurance  business,  we 
have  many  no-nos.  One  of  our  principal 
UQ-nos  is  that  we  are  not  allowed  to 
make  incomplete  comparisons.  It  seems 
that  incomplete  comparisons  are  re- 
served for  publications  like  Forbes. 

— Fred  Stone 

Manager, 

Home  Life  Insurance  Co.,  N.Y. 

Miami,  Fla. 

Facts  are  facts.  Life  insurance's  share 
of  market  has  dropped  by  more  than 
two-thirds — Ed. 

Curtis  Strikes  Again 

Sir:  Don't  feel  too  badly — The  Satur- 
day Evening  Post  did  the  same  to  me. 
In  my  field,   I   thought  I   also  was   im- 
portant (Forbes,  Nov.  15,  1968,  p.  24). 
—Alan  A.  Kane,  M.D.,  F.A.C.S. 
Brooklyn,  N.Y. 

Sir:  My  injured  ego  was  soothed  when 
I  read  that  a  "Big  Wheel"  received  a 
Dear  John  letter  from  Curtis  Publishing 
Co.  I'm  just  a  tiny  wheel. 

— L.W.  Neideck 
Tuckahoe,  N.Y. 

Sir:  As  long  as  I  have  my  Forbes, 
they  can  keep  their  Post. 

— Thorpe  Babcock 
Los  Angeles,  Calif. 

AH  Aboard! 

Sir:  Your  profile  on  Southern's  Gra- 
ham Claytor  describes  him  as  principally 
an  inside  man  (Forbes,  Dec.  1,  1968). 
His  picture  was  undoubtedly  taken 
on  one  of  his  frequent  weekend  jaunts 
communing  with  one  of  Southern's  two 
resurrected  steam  locomotives  used  to 
puU  excursion  trains.  Often  Claytor  takes 
over  from  the  engineer  and  is  noted  for 
his  skill  at  loud  and  prolonged  whistle 
blowing.  Despite  his  legal  background, 
Claytor  has  pure  raihoad  blood  in  his 
veins  and  can  tell  you  just  about  any- 
thing you  want  to  know  about  railroading. 
— George  G.  Weiss 
Augusta,  Ga. 

Tribute 

Sir:  It  is  ironic,  that  shortly  after  your 
article  on  Alexander  Proudfoot  (Forbes, 
Nov.  1,  1968),  he  passed  away.  Perhaps 
no  man  had  so  much  influence  in  his 
company  and  in  his  clients'.  American 
business  will  miss  his  guidance. 

— Eric  Gabler 

Executive  Vice  President, 

Standard  Business  Research,  Inc. 

Chicago,  111. 

{Continued  on  page  239) 
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Intpoducing 

the  newest  option 

on  youp 

IB69  Chevpolet: 


GHEVWAY  LEASING 


'erhaps  this  is  the  year  to  lease  your  new  Chevrolet, 
t's  never  been  simpler.  Chances  are,  the  man  who's 
>old  you  a  Chevy  now  also  leases  them.  He'll  be 
isted  as  a  Chevway/Chevrolet  dealer. 

And  that  takes  the  mystery  out  of  how  to  lease. 
It's  as  direct  as  walking  into  a  Chevrolet  showroom.) 
3ut  if  you're  wondering,  should  you  lease,  Chevway 
also  has  some  straight  answers. 

"You'll  find  them  in  a  free  new  booklet  that  tells 
I'ou  what  leasing  is  all  about,  its  specific  advantages, 
and  whether  you -or  your  business-can  profit  from 
:hem.  Just  mail  in  the  coupon  today. 

Or  see  your  nearest  Chevway/Chevrolet  dealer. 
He's  the  man  who  now  has  more  than  one  way  to  put 
/ou  into  a  new  Chevrolet. 


230  N.  Michigan  Avenue.  Chicago.  Illinois  60601 

Gentlemen:  Please  send  me  your  new  booklet  on  car  leasing. 
I  understand,  of  course,  there  is  no  obligation  on  my  part. 


COMPANY  NAME 

(if  business  address) 

ADDRESS 


CHEVWAY  "^gaam^  ©(o)[^[p@[^/A}'j7[J@[j^ 

CHEVROLET  DEALERS  LEASING  /  RENTAL  SYSTEM 

CHEVWAY  CORPORATION,  230  NO.  MICHIGAN  AVENUE,  CHICAGO,  ILLINOIS  60601 
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What  do  you  do  after 
you  get  that  second  car? 

Get  your  first  plane. 


Don't  laugh.  There  are  more  than  475,000 
Americans  with  pilot's  licenses.  Not  dare- 
devils. Or  millionaires.  Or  frustrated  astro- 
nauts. Just  people  who  like  to  fly. 

Families  with  2-3-4  kids.  Retired  couples. 
Young  marrieds.  And  they  own  more  than 
115,000  planes. 

They  use  'em  for  family  vacations.  For 
business.  For  unwinding.  For  weekend  visits 
with  Aunt  Martha. 

Some  people  still  think  flying's  expensive. 
But  you  can  run  a  light  plane  like  the  one 


shown  for  8.3  cents  per  mile;  most  cars  cost 
about  10  cents.  You  can  sell  a  plane  after 
4  years  and  get  at  least  half  what  you  paid 
for  it;  with  most  cars  you'd  be  lucky  to  get 
one-third. 

How  do  we  know  so  much  about  it?  Of. 
the  more  than  115,000  registered  general 
aviation  planes,  Avco's  Lycoming  engines 
power  about  half.  For  40  years  these  power- 
ful, economical,  reliable  engines  have 
helped  private  plane  owners  fly  safely  in  all 
seasons  and  all  climates  for  all  kinds  of  trips 
from  100  miles  to  10,000.  You'll  find  our  en- 


gines in  Piper,  Beech,  Aero  Comma 
Cessna  and  66  other  makes  of  private  p 
"around  the  world. 

But  flying  isn't  all  we  know:  we're  d 
concerned  with  new  ways  of  genei 
electric  power,  new  communications 
terns  for  space  vehicles,  new  metho 
working  exotic  metals,  such  as  boron. 

Avco  is  50,000  people  changing  th( 
you  live. 


^^^^Si 


Your  first  flying  lesson:  $5.00.  This  offer  Is  now  being  made  by  a  number  of  dealers  around  the  country.  Cfi 
Is:  in  abrasives,  in  aerospace,  broadcasting,  electronics,  farm  equipment,  finance,  insurance,  ordnance 
offering   career   opportunities   for   qualified   scientists.    Avco   Corporation,   750    Third    Avenue,    New   York 


eck  your  local  airport.  Avco  is  where  the  actic 

and  research.  In  these  and  other  areas  we  ai 

NY,    10017.    An    equal    opportunity    employe 


fl^ 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


BIGGEST  PAPER  MAKER  IN  THE  COUNTRY 

Gulf  &  Western. 

PROPHETEERING 


How  will  business  be  in  this,  the  First  Year  of  Nixon? 
Good. 
Very  good. 

The  danger  is  that  it  might  be  too  good — so  good  that 
inflation  ends  up  making  it  bad. 

o         e  o  • 

My  own  hopes  for  a  successful  Nixon  Presidency  grow. 
Many  of  his  White  House  adviser  appointments  have  been 
outstanding  and  his  pronouncements  temperate  and  tem- 
pered. While  he  still  hasn't  shucked  completely  his  old 
affection  for  corn,  his  tough,  hard-headed  pragmatism 
seems  now  permeated,  ameliorated  by  a  depth  and  breadth 
ofunderstanding,  tolerance  and  wisdom  that  has  surprised 
as  many  of  his  supporters  as  it  has  his  opponents. 

e        e        e        • 

We  are  heading  into  a  new  year  that  will  be  prosperous 
if  the  Vietnam  war  either  ends  or,  at  worst,  sharph  tapers 
off.  Toward  this  end  I  find  two  of  Mr.  Nixon's  selections 
— one  announced,  the  other  reported — perplexing.  Henry 
Cabot  Lodge  to  conduct  the  Paris-Vietnam  discussions? 
That  seems  inexplicable  in  view  of  the  man's  vehement, 
evangelical  advocacy  of  escalation  while  ambassador  to 
Saigon.  We  might  as  well  have  Vietnam's  -Vice  President 
Ky  in  charge  of  arriving  at  understanding,  accommodation 
with  North  Vietnam.  And  from  Congressman  Melvin  R. 


Laird's  background  it  is  hard  to  know  if  he  will  stand 
up  to  the  pressures  of  the  military,  the  militarists  and  ad- 
vocates of  producing,  waving  and  using  ever  Bigger  and 
Bigger  Sticks. 

If  peace  in  Vietnam  doesn't  happen,  if  we  end  up 
talking  tough  and  having  to  back  it  up  by  redoubling 
or  quadrupling  our  Vietnam  military  operation,  then  all 
bets  are  off  about  prosperity,  the  Nixon  Presidency,  mon- 
etary stability,  progress  with  urban  problems,  progress 
in  relations  between  black  and  white,  and  so  forth. 

«  O  0  o 

I  don't  for  one  minute  think  President  Nixon  will  begin 
his  Administration  with  any  such  catastiophic  approach. 
If  the  Vietnam  conflict  begins  painfully  to  ease,  the  op- 
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timism  necessary  to  fuel  a  flourishing  economy  will  be 
nourished. 

Both  at  home  and  abroad. 

De-tensing  the  Far  East  with  detente  will  lead,  I  think, 
also  to  de- tensing  the  scene  in  the  Middle  East. 

With  more  and  bigger  war  less  likely,  all  the  other 
problems  that  face  the  new  President  become  exciting 
challenges.  The  problems  change  from  insoluble  to  prob- 
lems with  possibilities  for  at  least  partial  solutions. 


If  Mr.  Nixon  keeps  on  the  way  he's  begun,  he  may 
surprise  himself  and  the  Congress  and  all  the  rest  of  us 
by  developing  an  effective  working  and  reasonably  har- 
monious relationship  among  the  three  branches  of  our 
Government.  With  the  Vietnam  monkey  off  the  nation's 
back,  what  an  achievement-studded  administration  Nix> 
on's  could  be. 

What  a  memorable  year  1969  could  be. 

I  think  it  will  be. 


ABSOLUTELY  TOPS 


Wilbur  Mills  is  the  greatest. 

Almost  single-handedly  last  year  and  for  many  years 
before  that,  this  Arkansas  Congressman,  chairman  of  the 
House  Ways  &  Means  Committee,  has  prevented  the 
Big  Spenders   from  spending  us  broke,  and  has  kept  a 


\  aried  lot  of  Egotistical  Economy  Experts  from  expertising 
us  into  chaos. 

This  principled  bastion  of  common  sense  is  at  the  same 
time  a  warm,  fair,  good  man.  The  other  day  Ideal  Basic 
Industries  helmsman  Cris  Dobbins  told  me  the  experience 
a  friend  recently  had  with  the  redoubtable  Mills.  As  he 
had  in  each  of  the  Congressman's  campaigns,  the  gentle- 
man sent  in  his  $100  contribution  toward  Mr.  Mill's  elec- 
tion expenses. 

The  check  was  returned  with  a  "Thank  You"  and  this 
sentence: 

"Since  this  year  I  had  no  opposition,  I  had  no  expenses." 

I  hope  it  is  ever  thus  for  Wilbur  Mills. 

He's  the  best  thing  that's  happened  to  Capitol  Hill  since 
Robert  Taft. 


WHO  FOR  WHAT? 


Thousands  and  thousands  of  people  and  publications 
have  been  suggesting  people  to  the  President-elect  for 
assorted  appointments. 

I  have  one  suggestion  for  him,  and  a  couple  of  others 
for  a  couple  of  others. 

One  for  Mr.  Nixon  to  make:  Thomas  E.  Dewey  as  Chief 
Justice  of  the  Supreme  Court. 

One  for  Minnesota  voters  to  make:  Hubert  H.  Hum- 
phrey as  candidate  for  the  S?nate  seat  of  Minnesota's 
McCarthv. 


And  one  for  the  10th  Texas  Congressional  District  to 
make:  Lyndon  B.  Johnson  to  represent  this  district,  which 
includes  his  ranch  on  the  Pedernales. 

John  Quincy  Adams,  the  sixth  President  of  die  U.S., 
went  into  the  House  soon  after  his  term  was  up,  and  in 
those  years  exercised  an  enoimous,  valuable  influence  on 
the  councils  and  the  legislation  of  the  nation  for  17  years. 

Lectures  and  speeches  from  college  platforms  by  ex- 
Presidents  may  be  gratifying  for  a  while,  but  seldom  does 
the  influence  or  the  impact  last. 


UNPREJUDICED  OPINION 


This  21st  Forbes'  annual  evaluation  of  how  well  the 
managements  of  the  country's  500  largest  corporations 
are  managing  is  the  best  of  the  lot.  I  don't  think  we  could 
begin  to  tot  up  the  man  hours,  the  brain  hours  that  have 
gone  into  the  enormous  job  of  regrouping,  recategorizing 
the  nation's  businesses,  the  nation's  industries.  Forbes  has 
broken  important  new  ground  in  this  regard.  The  old, 
old  industry  breakdowns  have  broken  down.  Forbes,  to 
continue  to  do  a  meaningful  evaluation  of  performance, 
has  to  compare  companies  that  are  comparable,  and  we 


believe  we're  doing  it  in  these  enlightening,  exciting  new 
groupings. 

My  enthusiasm  and  encomiums  of  course  spring  from 
a  completely  objective  mind. 


SHE'S  DONE  IT 

Economists  who  want  advice  on  how  to  turn  a  bust  into 
a  bonanza  might  do  well  to  consult  Elizabeth  Taylor. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 
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Could  the  cushioning  effect  of  a  balloon  save  lives  now  lost  or  oroKen  on  highways? 


Corporate  Offices 
100  Erieview  Plaza 
Cleveland,  Ohio  44114 


One  day,  your  car  will  have  air  cushions 
that  automatically  balloon  up  in  front 
of  you  and  your  passengers  in  the  event 
of  a  collision. 

They  will  absorb  your  body's  forward 
energy,  return  you  gently  to  your 
seated  position,  then  deflate. 
Everyone  in  your  car  is  protected. 
All  in  4/10  of  a  second. 

In  test  now  our  big-as-life  idea  has 
the  potential  for  saving  24,000  lives  and 
avoiding  900,000  injuries  in  a  year. 


This  is  only  one  of  the  many 
practical  innovations  in  automotive 
safety  developed  by  Eaton  Yale 
&  Towne  for  over  half  a  century. 

We're  also  adept  at  applying 
advanced  technology  to  turn  ideas 
into  exciting  new  industrial  and 
consumer  products  ...  in  such 
diverse  fields  as  materials  movement, 
control  systems,  construction, 
transportation,  power  transmission, 
metallurgy  and  security  systems. 


Annual 
Report. 


Things  went  better  with  Coke. 

In  1968,  as  usual,  Coca-Cola  was  the  largest 

selling  soft  drink  in  the  whole  world 
and  Coke  made  186,000,000  people  happy. 

We  hope  you  were  one  of  them. 

We  hope  the  great  taste  in  a  bottle  of  Coke 

gave  you  a  lift  when  you  needed  it. 

We  nooe  we  refreshed  your  thirst  when  you  needed  it. 

We.  '.ope  we  cooled  you  off  when  you  needed  it. 
Because,  by  popular  demand,  we'll  be  back  in  1969. 
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Look  what  came  out 
of  our  typewriter 

Many  diversified  companies 
producing  a  wide  range  of 
products.  Virtually  all 
growth  industries  with  an 
annual  rate  of  expansion, 
considerably  in  excess  of 
the  norm.  All  part  or  SCM, 
a  multiple-thrust , organ rzat ion. 

Allied  Paper 

Pulp  and  Paper 
School  and  Office  Supplies 
Converted  Specialty  Products 
Business  Forms  , 
Glidden-Durkee 

Coatings  and  Resins 

Adhesives 

Industrial  Foods 

Consumer  Foods     r^^^ 

Food  Servipe 

Pigments  arid  Col<?|^|?>  - 

Ceramics  ^  :      .../^i'ifJv-- 

Metal  Powders  ,,:M 
Organic  Chemicals 


Kleinschmidt     ,j 

Telecommunications  JEqulpment 
Data  Terminal s 
Proctor-Silex 

Home  Electric  Appliances 
Floor  Care  Products 
In4ustrial  Process  Equipment 
Smith-Corona  Marchant 

Typewriters 
Calculators 
Marchant  Electronics 
Copier  Papers 
Office  Copiers 


SCM   CORPORATrON 

299  PARK  AVENUE.NEWYORK.N.Y.  10017 


be  measured  against  rivals  who  face 
about  the  same  problems  that  we  do." 

If  stockholders  didn't  like  the  way 
a  company's  cycle  was  moving,  they 
could  sell  their  stock.  No  matter  what 
they  did,  the  position  of  the  president 
remained  fairly  secure.  Proxy  fights 
were  time-consuming,  expensive  and 
uncertain  of  outcome.  The  board 
of  directors  could,  of  course,  remove 
the  top  man,  but  very  seldom  did. 

Rare  today  is  the  chief  executive 
officer  who  can  afford  a  relaxed,  long- 
pull  attitude.  How  can  he?  Unless  he 
has  the  absolute  confidence  of  holders 
of  major  blocks  of  stocks,  he  cannot 
escape  the  fact  that  the  stock  market 
is  looking  over  his  shoulder. 

At  the  moment  it  is  looking  far  more 
closely  than  it  ever  did  in  the  past. 
Most  of  the  looking  is  done  by  two 
groups:  the  managers  of  conglomer- 
ates and  agglomerates,  looking  for 
the  depressed  stock  prices  that  make 
for  easy  acejuisitions;  and  perform- 
ance money  managers  who  are  quick 
to  dump  stocks  that  aren't  moving, 
that  aren't  showing  earning  gains, 
thus  depressing  prices  and  paving  the 
way  for  takeovers.  Top  management 
has  to  keep  a  close  eye  on  its  stock 
transfer  books   these  days. 

There  is  much  that  is  bad  in  this 
new  situation.  It  tends  to  distract  top 
management  from  the  job  of  manag- 
ing, and  it  tempts  managements  to 
adopt  gimmicks  for  making  earnings 
look  good.  They  become  preoccupied 
with  short-term  earnings,  sometimes 
at  the  expense  of  long-term  goals.  It 
can  make  managements  more  stock- 
market-minded  than  they  should  be. 

But  there  is  much  tha*^  is  healthy, 
too.  No  longer  is  the  small  stockholder 
the  forgotten  man.  The  chief  execu- 
tive of  a  company  must  be  responsive 
to  how  stockholders  value  his  coBp- 
pany.  The  chart  on  this  page  shows 
how  many  faded  blue  chips  with 
lagging  stock  prices  fell  or  almost 
fell  to  multicompanies.  No  longer  is 
the  gap  between  ownership  and  man- 
agement— the  liberal  tenet  recently 
re-expressed  by  John  Kenneth  Gal- 
braith  in  his  The  New  Industrial  State 
— so  wide.  No  longer  are  top  man- 
agement jobs  sinecures  or  boards  of 
directors  rubber  stamps. 

Probably  no  company  covered  in 
this  issue  has  been  untouched  by  the 
interaction  of  conglomerate  mergers 
and  the  performance  concept.  The 
day  of  the  specialist  at  the  top  who 
only  thinks  about  a  narrow  field  is 
drawing  to  a  close.  The  charge  that 
the  heads  of  many  undivcrsified  com- 
panies only  think  they  are  managing, 
but  really  aren't,  already  has  taken  its 
toll.  Too  often,  the  charge  goes,  spe- 
cialists are  only  following  the  policies 
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Fact  of  Life 


If  you're  a  businessman  today  you  can  decry  the  takeover  trend, 
but  you  have  to  live  with  it.  Living  w/t/i  it  means  paying  attention 
to  the  price  of  your  stock  and  to  the  trend  of  your  earnings.  It 
means  communicating  with  Wall  Street  and  with  the  financial 
community.  Failing  to  do  so  sets  you.  up  for  a  takeover  bid  —  as 
happened  to  many  of  these  solid  old  companies.  See  table. 


FORBES,  JANUARY  1,  1969 


Mergers  and  Acquisitions  of  1968 


ACQUIRER 

CONTROL 
DATA 

GULF& 
WESTERN 

LTV 


LTV 

PENNZOIL 
SUN  OIL 
LEASCO 


AMERICAN 
EXPRESS 


>MPANY 
ACQUIRED 


ASSETS 


COMMERCIAL 
CREDIT 

ASSOCIATES 
INVESTMENT 

GREATAMERICA 

JONES  & 
LAUGHLINt 

UNITED  GAS 

SUN RAY  DX 

RELIANCE 
INSURANCE 

FUND  AMERICAN 


$3.3 
(billion) 


$1.7 
(billion) 


$344.7  (million)* 
$1.6  (billion)" 


$1.0 
(billion) 


$936.8 

(million) 


$749.0 
(million) 


$719.0 
(million) 


$382.0 

(million) 


DATE 
ACQUISITION 
COMPLETED 

AUGUST  16 

OCTOBER  15 

OCTOBER 

JUNEt 

APRIL  1 

OCTOBER  25 

SEPTEMBER  10 

NOVEMBER  1 


PRE-1968 
HIGH 

56 

(1961) 

48 
(1958) 

24 
ri967) 

90 
(1960) 

43tt 
(1959) 

41 
(1967) 

46 
(1963) 

43 
(1964) 


PRE-MERGER 

OFFER 
STOCK  PRICE 


VALUE  OF 
MERGER 
PACKAGE 


Proposed,  but  uncompleted  ll/Iergers  of  1968 


DOW 
CHEMICAL 


ITT 


HARTFORD 
I        FIRE 


$1.7  (billion) 


CALLED  OFF 

ACQUIRED 

STOCK 
INTEREST 


44 
(1961) 


53 


28 


17 


48 


35 


41 


68 


33 


39 


NA 


NORTHWEST 
INDUSTRIES 


SWIFT 
*Par«it  company.  *  ~C«ntroU«d  aft»ets.  t635<>  control.  ttF>re-1965  offer.  tExciudes  value  of  warrants. 


$757.8 
(million) 


NO  DATE  SET 


34 
(1967) 


28 


74>/4 

45 

30t 


85 


40 


46 


75 


61 


XEROX 

CIT             <m 
FINANCIAL      f 

$3,642 

(billion) 

CALLED  OFF 

51 
(1961) 

95                         NA 

ATLANTIC 
RICHFIELD 

SINCLAIR 

$1.8 

(billion) 

NO  DATE  SET 

81 
(1967) 

80                       122^/4 

NA 
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CITY 
INVESTING 

HOME 
INSURANCE 

$1.0 
(billion) 

NO  DATE  SET 

40 
(1963) 

53                         55V4 

CONTINENTAL 
CORP. 

FRANKLIN 
LIFE  INSURANCE 

$1.0 
(billion) 

ACQUIRED 

STOCK 
INTEREST 

49 
(1962) 

NA                         NA 

OCCIDENTAL 

SIGNAL 

$1.0 
(billion) 

CALLED  OFF 

43 
(1967) 

30                         NA 

LYKES 

YOUNGSTOWN 
SHEET 

$984.5 
(million) 

NO  DATE  SET 

49 
(1959) 

43                         NA 

CITIES 
SERVICE 

MARATHON 

$977.0 
(million) 

CALLED  OFF 

42 

(1967) 

55                         NA 

RCA 

ST.  REGIS 

$833.4 
(million) 

NO  DATE  SET 

47 
(1960) 

37                         48>/2 

NA 
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Escalation 


1968  was  the  year  when  acquisitions  of  giant 
companies  with  assets  of  over  $300  million  went 
right  off  the  top  of  the  chart. 


of  their  retired  predecessors.  Too  often 
they  are  plowing  their  companies' 
cash  flow  back  into  the  basic  business 
because  their  corporations  lack  the 
diversity  to  shift  capital  into  superior 
growth  areas. 

Whatever  belated  moves  Washing- 
ton makes  to  prevent  future  giant 
mergers,  the  die  is  cast.  Industry  lines 
have  been  forever  blurred  and  the 
job  of  management  has  been  signif- 
icantly altered.  What  Federal  Reserve 
Board  head  William  McChesney  Mar- 
tin says  about  the  multi-industry  di- 
versification of  banks  and  insurance 
companies  is  also  true  about  steel, 
paper  and  other  specialists:  "The 
whole  capitalistic  system  in  tlie  U.S. 
could  be  profoundly  altered."  Indeed, 
it  already  has  been. 

As  the  chart  on  this  page  shows, 
giant  mergers  set  a  record  in  1968. 
With  multicompanies  leading  the  take- 
overs, some  19  companies  with  assets 
of  over  $300  million  were  acquired 
last  year,  making  a  total  of  over  $15 
billion  of  corporate  assets  whose  con- 
trol changed  hands.  In  1962  Aetna 
Insurance  was  the  only  over-$300- 
million-assets  company  thus  acquired. 

Some  were  involved  in  involuntary 
takeovers  through  tender  offers. 
Others  entered  preventive  mergers, 
where  a  threatened  management 
seeks  a  congenial  partner. 

The  takeover  trend  escalated  great- 
ly in  scale  as  well  as  size.  Time  was 
when  the  billion-dollar  company  was 
safe,  too  big  for  the  takeover  types  to 
handle.  No  longer.  Many,  such  as 
Allis-Chalmers,  Anriour,  Sinclair  Oil, 
C.I.T.  Financial  and  Jones  &  Laugh- 
lin  Steel — all  in  or  close  to  the  billion- 
dollar  class — were  threatened  with 
forced  or  preventive  takeovers.  Late 
in  the  year,  one  prominent  financier 
predicted  to  Forbes  that  even  mighty 
U.S.  Steel  was  no  longer  safe  ("The 
Money  Men,"   "Nov.   1 ) . 

All  this  makes  management  more 
risky  and  more  challenging  than  ever 
before.  Not  only  must  the  business  be 
managed;  earnings  must  be,  too.  To- 
day presidents  worry  about  their  im- 
age as  well  as  their  products,  and 
more  than  sanity  is  involved;  it  be- 
comes a  matter  of  sheer  survival. 

In  this  context,  how  a  corporate 
management  shows  up  in  the  Forbes 
Yardsticks  takes  on  new  importance. 
The  management  that  maintains  a 
strong  record  in  Profitability  and 
Growth  is  the  management  that  has 
an  e.vcellent  chance  of  staying  in  office. 

When  the  first  Forbes  Annual  Re 
port  appeared  21  years  ago,  man\ 
matiagements  scoffed  at  the  idea  that 
their  stewardship  could  be  subject  ti: 
periodic  quantitative  and  qualitative 
measurements.  They  scoff  no  more.  ■ 
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Faces  Behind  the  Fiqures 


Gone  is  the  day  when  top  management  could  say:  "I'm  too  busy  running  my  company 
to  worry  about  the  stock  market  or  about  what  other  people  are  doing."  Today,  no  big 
company  operates  in  a  vacuum.  Just  ask  any  of  these  Faces  Behind  1968's  Figures. 


Dr.   William   M.   Duke 


The  Seventh  Degree 

You  couldn't  have  built  a  com- 
pany like  Wliittaker  Corp.  in  any 
other  era;  No  real  earnings  record, 
not  much  history,  a  grab-bag  prod- 
uct line.  But  Whittaker  has  glam- 
our and  a  boss  with  a  string  of 
science  degrees,  and  that's  what 
stock  market  value  is  often  made 
of  these  days.  And  with  stock  mar- 
ket glamour,  a  nonestablished  com- 
pany can  buy  established  compa- 
nies that  lack  it.  That's  how  Dr. 
William  M.  Duke's  Whittaker 
Corp.,  starting  from  a  \ery  low 
base,  came  to  rank  first  in  earn- 
ings Growth  of  all  the  500  compa- 
nies Forbes  ranked,  second  in  in- 
crease in  stock  price  and  ninth  in 
sales  gain. 

Bill  Duke  was  already  48  in 
1964  when  he  took  the  helm  of 
Whittaker,  a  barely-in-the-black, 
$45-million-a-year  maker  of  aero- 
space components.  Injecting  glam- 
our into  the  mix,  he  started  using 
it  to  buy  companies.  He  doubled 


sales  in  1966,  nearly  trebled  them 
again  the  following  year  and  dou- 
bled them  on  top  of  that  last  year. 
Whittaker  is  now  a  $500-million- 
a-year  company;  its  stock  is  up 
from  the  equivalent  of  $4  a  share 
in  1964  to  a  recent  $75. 

Bill  Duke  has  six  degrees.  But 
the  degree  that  counts,  an  un- 
official one  in  management  and  fi- 
nance, he  got  from  one  of  the 
real  masters,  Harold  S.  Geneen  of 
International  Telephone  &  Tele- 
graph, where  Duke  headed  de- 
fense and  space  activities. 

But  whereas  ITT  is  built  on  a 


solid  base  and  with  solid  acquisi- 
tions, Whittaker  Corp. — to  date  at 
least — is  a  curious  collection  of 
companies:  pipe  manufacturing, 
railroad  car  repair,  fiberglass  boats, 
housing  projects,  nuts  and  bolts, 
adhesives,  steel  office  partitions. 
Maybe  Duke  will  yet  build  Whit- 
taker into  a  substantial  company. 
He  hasn't  yet  done  so.  But  the 
stock  market  doesn't  seem  to  care: 
At  recent  prices  its  stock  and  con- 
vertible debentures  have  a  com- 
bined market  value  of  about  $600 
million.  It  could  only  have  hap- 
pened in  the  mid-Sixties.  ■ 


I 


John    M.    rwx 


The  Wrong  Game 

Before  the  era  of  tender  bids. 
Chairman  John  M.  Fox  of  United 
Fruit  would  have  had  it  made.  He 
took  over  a  troubled  company 
which  in  1963  earned  6  cents  per 
share  on  sales  of  $330  million. 
His  1968  results  of  nearly  $4  per 
share  on  sales  of  about  $500  mil- 
lion would  have  drawn  high  praise 
in  the  Fifties. 

But  Fox  made  two  mistakes  and 
they  may  cost  him  control  of  this 
.  Boston-based  company.  While  turn- 
ing the  company  around,  Fox  per- 
mitted cash  to  soar  nearly  $100  mil- 


lion vs.  only  $43  million  in  1963. 
(UF  sold  its  $23-miUion  interest 
in  Del  Monte  Corp.  last  year.) 
And  United  Fruit  had  no  debt. 
This  combination  of  cash  and  un- 
used borrowing  power  attracted 
five  outfits  to  try  to  take  control. 

John  Fox  played  the  traditional 
game  called  Turnaround  and 
played  it  very  well;  as  a  business- 
man he  did  most  of  the  right 
things.  But  he  forgot  about  the 
other  game.  It's  called  Leverage- 
Acquisition-&-Glamour.  It's  the 
game  they're  playing  on  Wall 
Street  these  days.  ■ 
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Faces  Behind  the  Figures 


William  J.  Stephens 


New  Habits  To  Learn 

How  DOES  a  career  executive  learn 
to  live  with  a  conglomerate-type 
management?  William  J.  Stephens 
will  be  able  to  answer  that  ques- 
tion from  personal  experience  a 
few  years  from  now.  Until  late 
1961,  62-year-olcl  Stephens  was  as- 
sistant sales  vice  president  and  a 
director  at  Bethlehem  Steel,  where 
he  seemed  headed  for  the  presi- 
dency. Then,  impatient  with  the 
pace  of  things  at  sohd  old  Bessie, 
Stephens  took  a  sizable  pay  cut  to 
become  an  executive  vice  president 
of  Jones  &  Laughlin. 

Last  year  Jones  &  Laughlin  came 
under  the  control  of  James  J. 
Ling's  Ling-Temco-Vought  Corp. 
Its  chairman,  Charles  M.  Beeghly, 
retired,  and  Stephens  found  him- 
self top  man,  under  a  voting  trust 
holding  63%  of  J&L  shares.  An  in- 
teresting situation  for  a  man  reared 
in  the  ingrown,  fiercely  indepen- 
dent steel  business.  Normally, 
when  a  steel  company  wants  to 
expand,  it  goes  ahead  and  uses  its 
cash  flow.  But  that  isn't  the 
way  a  multicompany  management 
works.  If  Stephens  wants  capital 
for  steel,  he  will  have  to  persuade 
the   Ling   trustees   that   steel   is   a 


better  investment  than  other  al- 
ternatives. That's  not  to  say  that 
President  Stephens  won't  get  his 
money.  But  he'll  have  to  make  a 
very  strong  case  for  it.  ■ 

Realist 

Besides  being  a  smart  business- 
man, John  W.  Kluge  is  a  realist. 
He  started  out  to  build  his  Metro- 
media into  a  diversified  communi- 
cations company.  He  thought  long- 
range.  He  acquired  four  top  TV 
stations,  six  AM  and  six  FM  radio 
stations.  He  moved  into  outdoor, 
direct-mail  and  transit  advertising, 
reasoning  that  as  TV  advertising 
costs  soared,  advertisers  would 
turn  increasingly  to  less  expensive 
ways  of  communicating  with  cus- 
tomers. He  also  financed  a  maga- 
zine named  Diplomat. 

But  the  kind  of  thing  Kluge  was 
trying  takes  time.  And  Wall  Street 
doesn't  give  a  man  much  time 
these  days.  He  had  to  scratch 
Diplomat  after  its  continuing  losses 
threatened  his  all-important  earn- 
ings trend,  ^^'ith  debt  running  at 
1.3  times  equity,  he  was  handi- 
capped in  borrowing.  The  total 
market  \alue  of  all  Metromedia 
common  stock  as  of  last  July  was 


only  some  $190  million-$200  mil- 
lion. All  in  all,  Kluge  simply  lacked 
the  financial  wherewithal  for  rapid 
growth. 

But,  as  we  said,  he  is  a  reahst. 
In  October  he  agreed  to  sell  Met- 
romedia to  conglomerating  Trans- 
america.  The  deal  had  obvious  ad- 
vantages. With  Transamerica's  re- 
sources behind  it,  Metromedia  now 
can  grow  faster,  and  it  is,  of  course, 
safe  from  takeover.  But  it  leaves 
John  Kluge  short  of  what  he 
started  out  to  create:  a  great  com- 
pany of  his  own.  Many  of  his  old 
Metiomedia  team,  including  an 
executive  vice  president  and  a 
planning  vice  president,  have  re- 
signed. But  Kluge  himself  didn't  do 
too  badly.  He  took  charge  of  Met- 
romedia in  1959  and  his  stock  is 
now  worth  $12  million  in  Trans- 
america  stock.  ■ 


John  W.  Kluge 
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TWENTY-FIRST  ANNUAL  REPORT  ON  AMERICAN  INDUSTRY 


Who's  Where  in  Profitability 


Below  are  the  500  biggest  (in  rev- 
enues) publicK'  owned  corporations 
in  the  U.S.,  ranked  in  order  of  profit- 
ability. Forbes  defines  profitability  as 
a  cxjmpany's  return  on  stockliolders' 
equity.  Stockholders'  equit>-  is  a  book- 
keeping figure.  It  has  nothing  to  do 
with  the  price  of  the  stock.  It  con- 
sists of  the  company's  original  paid- 
in  capital  plus  the  sum  of  all  retained 
earnings. 

It  works  like  this:  Assume  a  com- 
pany's assets  are  S500  million.  As 
against  this,  it  has  S.50  million  in  cur- 
rent liabilities,  SlOO  million  in  debt 
and  $50  million  in  nonconvertible 
preferred  (we  count  convertible  pre- 
ferred as  equity) — a  total  of  $200 
million.  The  rest,  by  definition,  is 
from  original  capital  or  retained  earn- 
ings. Subtracting  the  S200  million 
from  the  $500  million,  leaves  $300 
million   for   stockholders'  equity. 

By  comparing  equity  capital  with 


net  earnings,  we  are  showing  how 
efficiently  management  is  managing 
stockholders'  property. 

A  company  that  can  get  and  hold 
a  high  rate  of  profitability  becomes, 
in  effect,  a  highly  efficient  compound- 
interest  machine.  Each  dollar  it  earns 
and  reinvests  compounds  itself  at  a 
\er\-  high  rate.  A  company  that  earns, 
for  example,  30?  on  equity  and 
reinvests  all  its  earnings  nearly 
quadruples  its  capital  every  five  years. 

The  first  column  contains  what  we 
regard  as  the  most  important  figure: 
a  five-year  average  of  profitability. 
The  five-year  average  is  more  mean- 
ingful than  a  single  year's  figure, 
which  can  be  influenced  by  special 
and  nonrecurring  factors.  The  second 
column  shows  profitability  for  the 
latest  12  months  for  which  figures 
were  available.  This  figure  is  impor- 
tant, too,  because  it  is  the  most  cur- 


rent. Thus,  while  "Automatic"  Sprink- 
ler leads  the  Forbes  500  in  five-year 
profitability,  it  is  well  down  the  list 
for  the  latest  12  months.  Quite  obvi- 
ously "Automatic"  Sprinkler  is  in 
trouble,  in  spite  of  its  high  average 
profitability.  But  other  leaders  in 
profitability,  Avon,  Heublein,  Gillette, 
Magnavox,  have  done  as  well  or 
nearly  as  well  short-run  as  long-run. 
The  final  column — return  on  com- 
bined debt  and  equity — also  has  an 
important  story  to  tell.  Look  at  the 
figure  for  Gillette.  It  shows  a  return 
on  capital  that  is  nearly  as  high  as  its 
return  on  stockholders  equity.  This 
means  that  Gillette  has  very  little 
leverage  in  its  capital  structure,  for  a 
leveraged  company,  one  using  liberal 
amounts  of  debt,  will,  in  effect,  earn 
more  on  the  borrowed  money  than 
the  borrowed  money  costs.  The  re- 
sult will  be  a  higher  return  on  equity 
than  on  total  capital.  ■ 


5  year 

Latest  12-month 

5-year 

5-year 

Latest  12-month 

5- 

rear 

averdge  return  on 

retui 

n  on 

combined  return  on 

average  return  on 

return  on 

combined  re^arn  on 

stockholders'  equity 

stockholde 

rs'  equity 

debt  and  equity 

stockholders'  equity 

stockholders'  equity 

debt  and  equity 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

500 
1 

cent 
65.2* 

500 

304 

cent 

11.0 

500 
13 

cent 
23.6' 

Company 

500 

cent 

500 

cent 

500 

cent 

"Automatic"  Sprinkler 

Kellogg  Co. 

32 

24.2 

34 

22.0 

12 

23.6 

Xerox  Corp. 

2 

43.6 

11 

30.3 

16 

22.0 

Bristol-Myers 

33 

24.1 

24 

23.9 

19 

21.7 

Avon  Products 

3 

434 

4 

38.5 

1 

41.1 

Warner-Lambert 

34 

23.7 

57 

18.8 

25 

20.6 

MacDonald,  E.F. 

4 

373 

2 

39.0 

14 

22.5 

General  Cable  Corp. 

35 

23.6 

268 

11.6 

35 

19.3 

Heublein  Inc. 

5 

36.4 

1 

39.5 

21 

21.2 

Norris  Industries 

36 

23.5 

5 

36.5 

32 

19.7 

Gillette  Co. 

6 

35.2 

3 

39.0 

3 

33.1 

General  Motors 

37 

23.2 

55 

19.0 

18 

21.7 

Zayre  Corp. 

7 

34.3 

32 

22.4 

33 

19.5 

White  Consolidated  Ind. 

38 

23.1 

22 

24.4 

163 

11.7 

Magnavox  Co. 

8 

33.5 

8 

31.4 

5 

29.2 

Cook  Coffee  Co. 

39 

22.8 

44 

20.2 

90 

14.5 

Smith  Kline  &  French 

9 

33.3 

13 

29.6 

2 

33.3 

Winn-Dixie  Stores 

40 

22.7 

35 

21.8 

22 

21.0 

Rapid  American 

10 
11 

31.9 
30.5 

23 
9 

24.2 
31.1 

370 
40 

7.1 
18.6 

Albertson's  Inc. 

41 

22.6 

41 

20.9 

38 

19.1 

Melville  Shoe 

Essex  Wire  Corp. 

41 

22.6 

29 

23.3 

47 

18.0 

Polaroid  Corp. 

12 

30.4 

15 

27.9 

4 

30.5 

Ling-Temco-Vought 

43 

22.4 

137 

14.8 

94 

14.2 

Ethyl  Corp. 

13 

29.8 

188 

13.6 

194 

10.9 

Southland  Corp. 

44 

22.3 

40 

20.9 

179 

11.3 

Sperry  &  Hutchinson 

14 

29.7 

21 

24.9 

10 

25.2 

Whirlpool  Corp. 

45 

22.1 

77 

17.7 

60 

16.9 

Lucky  Stores 

15 
16 

29.5 
28.8 

7 
38 

33.3 
21.1 

54 
82 

17.3 
15.1 

Minnesota  Mining 

46 

22.1 

42 

20.8 

17 

21.9 

Delta  Air  Lines 

Fluor  Corp. 

47 

22.0 

36 

21.6 

67 

16.4 

American  Home  Products 

17 

28.8 

19 

26.6 

6 

28.8 

Dun  &  Bradstreet 

48 

21.7 

39 

21.0 

20 

21.3 

Coastal  States  Gas 

18 

28.8 

31 

22.7 

241 

9.9 

Greyhound  Corp. 

49 

21.7 

98 

16.4 

62 

16.8 

Northwest  Airlines 

19 

27.8 

61 

18.7 

50 

18.0 

Grumman  Aircraft 

50 

21.7 

125 

15.4 

48 

18.0 

Merck  &  Co. 

20 

27.6 

16 

27.4 

7 

27.9 

Caterpillar  Tractor 

51 

21.6 

217 

13.0 

49 

18.0 

Eastman  Kodak 

21 

27.2 

25 

23.9 

8 

26.9 

American  Express 

52 

21.3 

18 

26.7 

25 

20.6 

Supermarkets  General 

22 

27.2 

14 

27.9 

34 

19.4 

PepsiCo  Inc. 

53 

21.2 

46 

20.1 

44 

18.4 

Iowa  Beef  Packers 

23 

26.6 

33 

22.2 

39 

19.1 

Texas  Gulf  Sulphur 

54 

21.1 

12 

30.3 

100 

13.9 

Coca-Cola  Co. 

24 

26.5 

17 

27.0 

9 

26.1 

Gulf  &  Western 

55 

21.0 

44 

20.2 

164 

11.6 

Case,  J.  1. 

25 
26 

26.0 
25.6 

493 
86 

1.1 
16.9 

273 

63 

9.3 
16.8 

Tecumseh  Products 

56 

20.9 

82 

17.4 

24 

20.9 

Arlans  Dept.  Stores 

Lilly,  Eli 

57 

20.8 

27 

23.7 

27 

20.6 

Sterling  Drug 

27 

25.5 

26 

23.9 

15 

22.0 

McGraw-Hill  Inc. 

5/ 

20.8 

93 

16.5 

31 

20.0 

Consolidated  Freightvnys 

28 

25.0 

,       30 

23.0 

147 

12.2 

Int'l  Business  Machines 

59 

20.8 

37 

21.2 

45 

18.1 

Litton  Industries 

29 

24.9 

■    138 

14.8 

133 

12.8 

Ingersoll-Rand 

60 

20.6 

53 

19.3 

37 

19.2 

Zenith  Radio 

30 

24.7 

20 

25.0 

11 

24.7 

Hewlett-Packard 

61 

20.6 

81 

17.5 

30 

20.0 

Pacific  Car 

31 

24.7 

186 

13.6 

23 

21.0 

U.S.  Freight 

62 

20.4 

69 

18.2 

46 

18.1 

'Four-year  average. 

%   ■■ 
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5-year 

Latest  12-month 

5-) 

ear 

5-year 

Latest  12-month 

5-) 

ear 

average  r 

etuin  on 

retu 

n  on 

combined  retjrn  on 

average  return  on 

return  on 

combined  retnirn  on 

stockholders'  equity 

stockholde 

rs'  equity 

debt  and  equity 

stockholders'  equity 

stockholders'  equity 

debt  and  equity 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Ran^ 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

500 

cent 

500 

cent 

500 

cent 

Company 

500 

cent 

500 

cent 

500 

cent 

Studebaker-Worthington 

63 

20.4 

112 

15.8 

109 

13.5 

Thrifty  Drug  Stores 

118 

16,6 

189 

13.6 

88 

14,6  „ 

Indian  Head 

64 

20.3 

106 

16.1 

282 

9.0 

Texaco  Inc. 

•  119 

16.6 

96 

16.5 

86 

14.9 

Borman  Food  Stores 

65 

20.3 

206 

13.2 

36 

19.2 

Clark  Equipment 

120 

16.6 

149 

14.5 

105 

13.7 

Radio  Corp.  of  America 

66 

20.3 

66 

18.4 

114 

13.4 

Fcremost-McKesson 

121 

16,6t 

100 

16.4 

301 

8.7t 

Corning  Glass  Works 

67 

20.2 

90 

16.6 

43 

18.5 

Hercules  Inc. 

121 

16,6 

165 

14.0 

110 

13.5 

Time  Inc. 

68 

20.1 

140 

14.7 

93 

14.2 

Transcont.  Gas  Pipeline 

123 

16.4 

79 

17.6 

423 

5.9 

Whittaker  Corp. 

69 

20.1 

6 

34.3 

28 

20.1 

Dayton  Corp. 

124 

16.3 

139 

14.7 

267 

9,4  '■ 

Amerada  Petroleum 

70 

20,1 

71 

18.1 

29 

20.1 

Malone  &  Hyde 

125 

16.2 

52 

19.3 

128 

12,9 

Cessna  Aircraft 

71 

20.0 

72 

18.0 

65 

16.5 

Avco  Corp. 

126 

16.2 

76 

17.7 

185 

11.0 

Trans  World  Airlines 

72 

19.9 

404 

8.1 

311 

8.4 

Amer.  Hospital  Supply 

127 

16.2 

78 

17.7 

77 

15.3 

Emerson  Electric 

73 

19.7 

47 

20.1 

41 

18,6 

General  Electric 

128 

16.1 

141 

14.7 

107 

13.7 

Scot  Lad  Foods 

73 

19.7 

58 

18.8 

116 

13.3 

Interstate  Dept.  Stores 

129 

16.1 

110 

16.0 

99 

14,0 

Cudatiy  Co. 

75 

19.6 

10 

30.4 

251 

9.7 

Dana  Corp. 

130 

16.1 

197 

13,4 

75 

15,4 

Super  Valu  Stores 

76 

19.6 

94 

16.5 

122 

13.1 

Philip  Morris 

131 

16,0 

60 

18.8 

204 

10.7 

Columbia  Broadcasting 

77 

19.5 

127 

15.2 

69 

16.3 

Purex  Corp.  Ltd. 
Abbott  Labs. 

132 
133 

15,9 
15,9 

74 
119 

17.8 
15.6 

97 
78 

14.0 
15.2 

Wickes  Corp. 

78 

19.4 

106 

16.1 

64 

16.7 

Lockheed  Aircraft 

79 

19.2 

136 

14.9 

51 

17,6 

National  Lead 

134 

15,9 

266 

11.6 

103 

13.8 

Reynolds  Tobacco 

80 

19.1 

51 

19.4 

58 

17.0 

Universal  Oil  Products 

135 

15.8 

28 

23.3 

219 

10.3 

Panhandle  East.  Pipeline 

81 

19.1 

80 

17.5 

352 

7.6 

Household  Finance 

136 

15.8 

88 

16.7 

394 

6,6 

Beneficial  Finance 

82 

19.0 

227 

12.7 

374 

7.1 

Consolidated  Foods 

137 

15.8 

94 

16,5 

135 

12.8 

Penney,  J.  C. 

83 

18.8 

50 

19.6 

41 

18.8 

Federated  Dept.  Stores 

138 

15,8 

183 

13.7 

79 

15.2 

TRW  Inc. 

84 

18.7 

97 

16.4 

128 

12.9 

Reliance  Electric 

139 

15,7 

153 

14.4 

73 

15.7  1 

Textron 

85 

18.6 

87 

16.8 

52 

17.6 

Brown  Shoe  Co. 

140 

15.6 

92 

16.5 

102 

13.9 

General  Dynamics 

86 

18.6 

429 

7.1 

181 

11.2 

Corn  Products  Co. 

141 

15,6 

173 

13.8 

122 

13.1 

Hershey  Foods 

87 
88 

18.5 
18.5 

131 
102 

15.1 
16.3 

53 
59 

17.5 
17.0 

Diamond  International 

142 

15.6 

144 

14.6 

111 

13.4 

Pfizer,  Chas. 

Sybron  Corp. 

143 

15.5' 

183 

13.7 

75 

15,5* 

American  Airlines 

89 

18.3 

314 

10.7 

360 

7.4 

Rexall   Drug 

144 

15.4 

224 

12.8 

164 

11,6 

Revlon  Inc. 

90 

18.2 

64 

18.5 

66 

16.5 

Standard  Brands 

145 

15,4 

74 

17.8 

130 

12.9 

Halllburtcn  Co. 

91 

18.1 

73 

17.8 

73 

15.7 

Kerr-McGee 

146 

15.3 

220 

12.9 

157 

11.9 1 
13.2* 

Eastern  Air  Lines 

92 

18.0 

491 

2.0 

459 

5.0 

Sears,  Roebuck 

147 

15.3 

193 

13.5 

118 

Pan  Amer.  World  Airways 

93 

18.0 

312 

10.7 

265 

9.5 

Eaton  Yale  &  Towne 

148 

15.3 

239 

12.3 

125 

13.0 

Teledyne 

94 

18.0 

47 

20.1 

84 

15.0 

Times  Mirror  Co. 

149 

15.3 

159 

14.2 

145 

12.2 

Vornado  Inc. 

94 

18.0 

332 

10.1 

158 

11,8 

Safeway  Stores 

150 

15.2 

166 

13.9 

115 

13.3 

American  Smelting 

96 

18.0 

160 

14.2 

74 

15.7 

ACF  Industries 

151 

15.1 

250 

12.1 

272 

9.3 

General  Foods  Corp. 

97 

17.6 

85 

16.9 

69 

16,3 

Ryan  Aeronautical 

152 

15,1 

115 

15.7 

148 

12.1 

National  Biscuit 

98 

17,6 

120 

15.6 

89 

14.5 

Ex-Cell-0  Corp. 

153 

15.1 

155 

14.3 

136 

12.7 

Du  Pont,  E.  1. 

99 

17.5 

106 

16.1 

71 

16.0 

Richardson-Merrell 

154 

15.1 

145 

14.6 

83 

15.0 

Motorola  Inc. 

100 

17.5 

202 

13.3 

104 

13.7 

Lorillard  Corp. 

155 

14.9 

148 

14.6 

160 

11.7 

Engelhard  Minerals 

101 

17.5 

62 

18.6 

91 

14.4 

Interchemical  Corp. 

156 

14.8 

263 

11.8 

86 

14.8 

Ashland  Oil  &  Refining 

102 

17.4 

84 

17.0 

131 

12.9 

Libbey-Owens-Ford 

156 

14.8 

129 

15.2 

86 

14.8 

American  Metal  Climax 

103 

17.4 

182 

13.7 

138 

12,7 

Anheuser-Busch 

158 

14.8 

91 

16.5 

169 

11,5 

Occidental  Petroleum 

103 

17.4 

56 

18.9 

125 

13.0 

Cincinnati  Milling  Mach. 

159 

14.8 

157 

14.3 

240 

9.9 

Grant,  W.  T. 

105 

17.4 

118 

15.7 

127 

13,0 

White  Motor 

160 

14,7 

263 

11.8 

139 

12.7 

U.S.  Industries 

106 

17.4 

70 

18.2 

118 

13.2 

Dresser  Industries 

161 

14.7 

262 

11.8 

141 

12.5 

Texas  Instruments 

107 

17.3 

326 

10.3 

76 

15.4 

Addressograph-Mult. 
Campbell  Taggart 

162 
163 

14.7 
14.6 

134 
178 

15.0 
13.7 

95 
108 

14.1 
13.5 

Fleming  Co. 

108 

17.3 

123 

15.5 

87 

14.9 

Timken  Roller  Bearing 

109 

17.1 

280 

11.4 

56 

17.1 

Johnson  &  Johnson 

164 

14.6 

114 

15.7 

92 

14.4 

Automatic  Retailers 

110 

17.1 

116 

15.7 

257 

9.6 

Carnation  Co. 

165 

14.6 

156 

14.3 

167 

11.6 

Procter  &  Gamble 

111 

17.0 

66 

18.4 

85 

14,9 

Evans  Products 

165 

14.6 

355 

9.6 

255 

9.6 

Foote,  Cone  &  Belding 

112 
113 

16.9 
16.9 

343 
266 

9.8 
11.6 

61 
117 

16.9 
13.2 

General  Mills  Inc. 

167 

14,5 

103 

16.2 

180 

11.3 

Boeing  Co. 

North  American  Rockwell 

168 

14.5 

282 

11.3 

96 

14,1 

Upjohn  Co. 

114 

16.9 

143 

14.7 

56 

17,1 

Honeywell  Inc. 

169 

14.5 

201 

13.3 

211 

10.5 

FMC  Corp. 

115 

16.9 

133 

15.0 

154 

12.0 

Beatrice   Foods 

170 

14.5 

132 

15.0 

88 

14.5 

Chrysler 

116 

16.9 

121 

15.5 

113 

13.4 

Hess  Oil  &  Chemical 

171 

14.5 

145 

14.6 

285 

8.9 

Crown  Cork  &  Seal 

117 

16.8 

109 

16.1 

190 

10.9 

Grinnell  Corp. 

172 

14.4 

59 

18.8 

89 

14.4 

•Four  year   average.    fThree 

■year   average. 
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S-yur  Latest  12-month  S-year 

iierage  return  on  return  on         combined  return  on 

stockholder'  equity   stockholders'  equity       debt  and  equity 


Company 


Rank     Per- 
500      cent 


Rank     Per- 
500      cent 


Texas  Utilities 
Walgreen  Co. 
American  Cyanamid 
Pabst  Brewing 
Kaiser  Steel 


173 
174 
175 
176 
177 


14.4 
14.4 
14.4 
14.4 
14.3 


172  13.8 

169  13.9 

247  12.1 

128  15.2 

65  18.4 


Shell  Oil 
Dow  Chemical 
General  Tire 
United  Utilities 
Union  Carbide 


178 
179 
180 
181 
182 


14.2 
14.1 
14.0 
14.0 
14.0 


161  14.1 

158  14.3 

292  11.3 

198  13.4 

339  9.9 


Ogden  Corp. 
Giant  Food 
Squibb  Beech-Nut 
Rohr  Corp. 
Cerro  Corp. 


183 
184 
185 
186 
187 


14.0 
14.0 
14.0 
13.9 
13.9 


256 
130 
222 
43 
286 


11.9 
15.1 
12.8 
20.7 
11.3 


Georgia-Pacific 
Kayser-Roth 
Cluett.  Peabody 
Burlington  Industries 
Jewel  Companies 


193 
194 
195 
196 
196 


13.8 
13.8 
13.8 
13.8 
13.8 


163 
151 
152 
192 
193 


14.0 
14.5 
14.4 
13.6 
13.5 


McGraw  Edison 
United  Air  Lines 
Cummins  Engine 
Hoover  Co. 
Stauffer  Chemical 


196 
196 
200 
201 
202 


13.8 
13.8 
13.7 
13.7 
13.6 


227 
394 
386 
170 
282 


12.7 

8.3 

8.5 

13.9 

11.3 


Allegheny  Ludlum 
Rohm  &  Haas 
Harris  Intertype 
C.I.T.  Financial 
Burroughs  Corp. 


203 
204 
205 
206 
207 


13.5 
13.5 
13.5 
13.5 
13.5 


315 
306 
142 
191 
111 


10.6 
10.9 
14.7 
13.6 
15.9 


Armstrong  Cork 
Donnelley,  R.  R. 
Mercantile  Stores 
Colonial  Stores 
American  Tobacco 


213 
214 
214 
216 
217 


13.2 
13.2 
13.2 
13.2 
13.2 


318 
286 
203 
218 
183 


10.6 
11.3 
13.2 
13.0 
13.7 


No.  Illinois  Gas 
Ralston  Purina 
Phelps  Dodge 
Revere  Copper 
Goodyear  Tire 


217 
219 
220 
220 
222 


13.2 
13.1 
13.1 
13.1 
13.1 


296 
315 
407 
208 
214 


11.2 
10.6 
8.0 
13.1 
13.0 


Rank  Per- 
500   cent 


362 
151 
142 
121 
380 


149 
200 
252 
326 
190 


184 
261 
140 
159 
134 


312 
245 
216 
224 
256 


101 
387 
215 
120 
172 


196 
HI 
145 
440 
231- 


143 
152 
194 
242 
162 


340 
187 
124 
261 
213 


7.3 
12.0 
12.5 
13.1 

6.9 


12.1 

10.8 

9.7 

8.0 

10.9 


11.0 
9.5 
12.7 
11.8 
12.8 


Standard  Oil  (Ohio)  187  13.9  180  13  7  152  12.0 

City  Investing  189  13.9  54  19.2  248  9.8 

Associated  Dry  Goods  190  13.8  199  13.3  201  10.8 

Texas  Eastern  Trans.  190  13.8  99  16.4  443  5.6 

General  Tel.  &  Electron.  192  13.8  230  12.6  368  7.2 


8.4 

9.8 

10.3 

10.2 

9.6 


13.8 
6.8 
10.4 
13.1 
11.5 


10.9 
13.5 
12.2 
5.6 
10.1 


Spartans  Industries  208  13.4  235  12.5  229  10.1 

Combustion  Engineering  209  13.4  145  14.6  150  12.1 

Hiram  Walker  210  13.4  168  13.9  112  13.4 

LearSiegler  211  13.3  104  16.2  182  11.1 

Genescolnc.  212  13.3  113  15.8  212  10.4 


12.4 
12.0 
10.9 
9.9 
11.7 


7.8 
10.9 
13.1 

9.5 
10.4 


Kroger  Co.  222  13.1  258  11.9  257  9.6 

American  Mach.  &  Foun.  224  13.0  162  14.1  362  7.3 

Jim  Walter  Corp  224  13.0  123  15.5  294  8.8 

Celanese  Corp.  226  13.0  389  8.4  376  7,1 

Union  Oil  of  Cal.  227  13.0  166  13.9  280  9.1 


5-year  Latest  12-montti  5-year 

average  return  on  return  on        combined  return  on 

stockholders'  equity    stockholders'  equity      debt  and  equity 


Company 


Rank     Per- 
500      cent 


Rank     Per- 
500      cent 


Rank     Per- 
500      cent 


National  Dairy  228  13.0  236  12.4  190  10.9 

No.  States  Power  Co.  229  12.9  253  12.0  427  5.9 

Standard  Oil  (NJ.)  230  12.9  208  13.1  154  12.0 

Gulf  Oil  231  12.9  176  13.8  169  11.5 

Gimbel  Brothers  232  12.8  244  12.1  249  9.8 

Owens-Illinois  232  12.8  307  10.9  360  7.4 

United  Aircraft  234  12.8  164  14.0  217  10.3 

Bank  of  America  235  12.8  177  13.8  132  12.8 

Campbell  Soup  236  12.8  278  11.4  131  12.8 

Universal  Leaf  Tobacco  236  12.8  254  12.0  144  12.3 

Public  Service  Electric  238  12.7  214  13.0  424  5.9 

Marathon  Oil  239  12.7  210  13.1  189  10.9 

Union  Electric  239  12.7  234  12.5  437  5.7 

Outboard  Marine  241  12.7  206  13.2  190  10.9 

Stop  &  Shop  241  12.7  216  13.0  348  7.7 

Continental  Can  243  12.7  195  13.5  268  9.4 

American  Electric  Power  244  12.6  220  12.9  414  6.1 

Boise  Cascade  244  12.6  104  16.2  274  9.2 

Northrop  Corp.  246  12.6  122  15.5  205  10.7 

PittstonCo.  246  12.6  175  13.8  329  7.9 


Marine  Midland 

248 

12.5 

179 

13.7 

213 

10.4 

Weyerhaeuser  Co. 

249 

12.5 

150 

14.5 

175 

11.4 

General  American  Trans. 

250 

12.4 

313 

10.7 

414 

6.1 

Fruehauf  Corp. 

251 

12.4 

377 

8.9 

253 

9.7 

Quaker  Oats 

251 

12.4 

134 

15.0 

168 

11.6 

Macy,  R.  H. 

253 

12.4 

218 

13.0 

350 

7.6 

Ward  Foods  Inc. 

253 

12.4 

83 

17.3 

309 

8.5 

Broadway-Hale 

255 

12.4 

289 

11.3 

197 

10.8 

Otis  Elevator 

256 

12.4 

358 

9.6 

166 

11.6 

Long  Island  Lighting 

257 

12.3 

231 

12.6 

417 

6.1 

SUndard  Oil  (Calif.) 

257 

12.3 

274 

11.5 

174 

11.4 

Virginia  Electric 

259 

12.3 

245 

12.1 

409 

6.3 

Peoples  Gas  Co. 

260 

12.3 

226 

12.7 

378 

7.0 

Scott  Paper 

261 

12.3 

303 

11.0 

201 

10.8 

Canteen  Corp. 

262 

12.3 

229 

12.7 

276 

9.1 

Firestone  Tire 

262 

12.3 

196 

13.5 

210 

10.5 

Baltimore  Gas  &  Electric 

264 

12.2 

240 

12.3 

40J 

6.4 

Babcock  &  Wilcox 

265 

12.2 

321 

10.5 

173 

11.5 

Tenneco  Inc. 

265 

12.2 

233 

12.5 

428 

5.8 

Bankers  Trust  N.  Y. 

267 

12,1 

181 

13.7 

227 

10.2 

Duke  Power  Co. 

268 

12.1 

237 

12.4 

399 

6.5 

Del  Monte  Corp. 

269 

12.1 

232 

12.6 

254 

9.7 

Commonwealth  Edison 

270 

12.1 

200 

13.3 

385 

6.8 

Marshall  Field 

270 

12.1 

277 

11.5 

220 

10.3 

Chicago  Bridge  &  Iron 

272 

12.1 

190 

13.6 

176 

11.4 

Kresge,  S.  S. 

273 

12.1 

125 

15.4 

228 

10.2 

Colgate-Palmolive 

274 

12.0 

225 

12.7 

233 

10.0 

Crocker-Citizens  Nat.  Bk 

.274 

12.0 

212 

13.0 

250 

9.7 

Raytheon  Co. 

276 

12.0 

101 

16.3 

198 

10.8 

Central  &  South  West 

277 

12,0 

297 

11.1 

391 

6.7 

Texas  Gas  Transmission 

278 

11.9 

117 

15.7 

406 

6.3 

Mayer,  Oscar 

279 

11.9 

223 

12.8 

177 

11.4 

Schlumberger  Ltd. 

280 

11.8 

211 

13.1 

183 

11.1 

Union  Camp 

281 

11.8 

286 

11.3 

282 

9.0 

Diamond  Shamrock 

282 

11.8 

289 

11.3 

276 

9.1 
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5- 

^ear 

Latest  12-month 

5- 

year 

5-1 

ear 

Latest  12-month 

5- 

year 

average  i 

eturn  on 

return  on 

comblned  return  on 

i 

iverage  return  on 

return  on 

combined  return  on 

stockholders'  equity 

stockholders'  equity 

debt  and  equity 

stockholders'  equity 

stockholders'  equity 

debt  and  equl^r 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

500 

cent 

500 

cent 

500 

cent 

Company 

500 

cent 

500 

cent 

500 

cent 

Monsanto  Co. 

283 

11.8 

347 

9.8 

310 

8.5 

Schlitz  Brewing 

338 

10.7 

265 

11.7 

232 

10.1 

Florida  Power 

284 

11.8 

309 

10.8 

373 

7.1 

Allied  Supermarkets 

339 

10.6 

462 

6.0 

297 

8.7 

Carrier  Corp. 

285 

11.7 

282 

11.3 

299 

8.7 

Consumers  Power  Co. 

.340 

10.6 

353 

9.6 

394 

6.6 

May  Dept  Stores 

286 

11.7 

361 

9.5 

291 

8.9 

Johns-Manville 

341 

10.6 

345 

9.8 

209 

10.6 

American  Natural  Gas 

287 

11.6 

323 

10.4 

433 

5.8 

Cities  Service 

342 

10.6 

335 

10.0 

315 

8.3 

Grand  Union 

287 

11.6 

298 

11.0 

245 

9.8 

Western  Bancorporation 

343 

10.6 

247 

12.1 

259 

9.5 

Kidde,  Walter 

289 

11.6 

68 

18.4 

178 

11.3 

Benriix  Corp. 

344 

10.5 

272 

11.5 

208 

10.5 

Fairchild  Killer 

290 

11.6 

442 

6.7 

164 

11.6 

American  Sugar 

345 

10.5 

411 

7.9 

407 

6.3 

Air  Reduction 

291 

11.6 

361 

9.5 

358 

7.4 

Kennecott  Copper 

346 

10.5 

413 

7.8 

224 

10.2 

Security  Pacific  Nat.  Bk. 

291 

11.6 

238 

12.4 

161 

11.6 

National  Cash  Register 

346 

10.5 

369 

9.2 

290 

8.9 

Ford  Motor 

293 

11.6 

406 

8.1 

226 

10.2 

Woolworth 

348 

10.5 

370 

9.2 

304 

8.6 

First  Nat'l  City  Bk.  (H.H.) 

294 

11.5 

212 

13.0 

222 

10.3 

U.S.  Ply.-Champ.  Papers 

349 

10.5 

357 

9.6 

347 

7.7 

Pennsalt  Chemicals 

295 

11.5 

337 

9.9 

263 

9.5 

Sperry  Rand 

350 

10.4 

242 

12.2 

340 

7.8 

Central  Soya 

296 

11.5 

419 

7.5 

271 

9.4 

Inland  Steel 

351 

10.4 

278 

11.4 

303 

8.6 

Continental  III.  Nat.  Bank  297 

11.5 

243 

12.1 

169 

11.5 

Goodrich,  B.  F. 

352 

10.4 

392 

8.4 

371 

7.1 

McDonnell  Douglas 

298 

11.5 

49 

19.7 

244 

9.8 

Southern  Calif.  Edison 

353 

10.4 

337 

9.9 

442 

5.6 

Allied  Chemical 

299 

11.5 

421 

7.3 

316 

8.3 

Borden  Co. 

354 

10.4 

409 

8.0 

269 

9.4 

Philadelphia  Electric 

300 

11.5 

322 

10.5 

430 

5.8 

American  Broadcasting 

355 

10.4 

427 

7.1 

334 

7.8 

National  Steel 

301 

11.4 

351 

9.7 

259 

9.5 

Borg-Warner 

355 

10.4 

364 

9.5 

239 

9.9 

Kaiser  Aluminum 

302 

11.4 

325 

10.3 

398 

6.5 

Detroit  Edison 

355 

10.4 

334 

10.0 

410 

6.2 

Consolidated  Elec.  Ind. 

303 

11.4 

340 

9.9 

220 

10.3 

Getty  Oil 

355 

10.4 

329 

10.3 

322 

8.1 

Northeast  Utilities 

303 

11.4* 

293 

11.3 

419 

6.1* 

American  General  Insur. 

359 

10.3 

154 

14.4 

223 

10.3 

Singer  Co. 

305 

11.3 

259 

11.9 

281 

9.0 

United  Merch.  &  Mfrs. 

360 

10.3 

333 

10.1 

320 

8.1 

International  Tel.  &  Tel. 

306 

11.2 

276 

11.5 

235 

10.0 

Wells  Fargo  Bank 

360 

10.3 

294 

11.2 

288 

8.9 

Continental  Oil 

307 

11.2 

309 

10.8 

270 

9.4 

Sherwin-Williams 

362 

10.2 

375 

9.0 

243 

9.9 

Int'l  Min.  &  Chemical 

307 

11.2 

470 

5.2 

333 

7.9 

Phillips  Petroleum 

363 

10.2 

366 

9.4 

317 

8.2 

American  Can  Co. 

309 

11.2 

255 

12.0 

336 

7.8 

Sunbeam  Corp. 

363 

10.2 

440 

6.8 

238 

9.9 

General  Public  Utilities 

310 

11.2 

309 

10.8 

458 

5.1 

Armco  Steel 

365 

10.1 

318 

10.6 

302 

8.6 

Chase  Manhattan  Bank 

311 

11.2 

249 

12.1 

217 

10.3 

First  Nat'l  Bank,  Chicago  366 

lO.l 

342 

9.9 

230 

10.1 

Bell  &  Howell 

312 

11.1 

256 

11.9 

292 

8.8 

Middle  South  Utilities 

366 

10.1 

349 

9.7 

450 

5.4 

Midland-Ross  Corp. 

312 

11.1 

371 

9.2 

208 

10.6 

Morgan  Guaranty  Trust 

366 

10.1 

271 

11.5 

237 

10.0 

Niagara  Mohawk 

314 

11.1 

330 

10.2 

456 

5.1 

Uniroyal  Inc. 

369 

10.1 

186 

13.6 

384 

6.9 

Martin  Marietta 

315 

11.1 

252 

12.0 

279 

9.1 

Cannon  Mills 

3/0 

10.1 

457 

6.2 

234 

10.0 

Thriftimart  Inc. 

316 

ll.l 

344 

9.8 

331 

7.9 

Control  Data 

371 

10.1 

388 

84 

393 

6.6 

Hammermill  Paper 

317 

11.0 

383 

8.5 

318 

8.2 

Scovill  Manufacturing 

372 

10.1 

298 

11.0 

265 

9.5 

Provident  Life 

317 

11.0 

361 

9.5 

186 

11.0 

Southern  Co. 

373 

10.0 

341 

9.9 

457 

5.1 

Chemical  Bk.  N.Y.  Trust 

319 

11.0 

251 

12.0 

198 

10.8 

Mobil  Oil 

374 

10.0 

317 

10.6 

275 

9.2 

Collins  Radio  Co. 

320 

10.9 

203 

13.2 

355 

7.6 

Alcoa 

375 

10.0 

331 

10.2 

400 

6.5 

Mfrs.  Hanover  Trust 

321 

10.9 

269 

11.6 

206 

10.7 

Pullman  Inc. 

376 

9.9 

443 

6.6 

264 

9.5 

Sun  Oil 

322 

10.9 

289 

11.3 

245 

9.8 

Heinz,  H.  J. 

377 

9.9 

302 

11.0 

340 

7.8 

West  Point-Pepperell 

322 

10.9 

403 

8.1 

188 

10.9 

Allied  Stores 

378 

9.8 

348 

9./ 

404 

6.4 

Pacific  Gas  &  Electric 

324 

10.9 

304 

11.0 

441 

5.6 

AMK  Corp. 

379 

9.8 

205 

13.2 

296 

8.7 

Deere  &  Co. 

325 

10.9 

465 

5.8 

285 

8.9 

Food  Fair  Stores 

380 

9.8 

359 

9.6 

386 

6.8 

Pillsbury  Co. 

325 

10.9 

259 

11.9 

305 

8.6 

Kimberly-Clark 

381 

9.7 

379 

8.9 

321 

8.1 

Eltra  Corp. 

327 

10.9 

241 

12.2 

235 

10.0 

Abex  Corp. 

382 

9.7 

410 

7.9 

329 

7.9 

Interco  Inc. 

327 

10.9 

173 

13.8 

289 

8.9 

American  Tel.  &  Tel. 

382 

9.7 

368 

9.3 

365 

7.2 

Owens-Corning 

327 

10.9 

390 

8.4 

297 

8.7 

National  Dist.  &  Chem. 

384 

9.6 

373 

9.1 

401 

6.4 

Crown  Zellerbach 

330 

10.8 

301 

11.0 

322 

8.1 

Atlantic  Richfield 

385 

9.6 

270 

11.5 

308 

8.5 

Columbia  Gas  System 

331 

10.8 

295 

11.2 

412 

6.2 

El  Paso  Natural  Gas 

386 

9.6 

415 

7.7 

464 

4.6 

Shoe  Corp.  oi  America 

332 
333 

10.8 
10.8 

275 
425 

11.5 
7.2 

346 
203 

7.7 
10.8 

U.S.  Gypsum 

387 

9.5 

374 

9.1 

278 

9.1 

Hormel  &  Co. 

Republic  Steel 

388 

9.5 

365 

9.4 

352 

7.6 

Olin  Mathieson 

333 

10.8 

349 

9.7 

374 

7.1 

W.  Virginia  Pulp  &  Paper 

389 

9.5 

380 

8.8 

359 

7.4 

No.  Natural  Gas 

335 

10.7 

346 

9.8 

417 

6.1 

Dravo  Corp. 

390 

9.4 

261 

11.8 

344 

7.7 

Westinghouse 

336 

10.7 

285 

11.3 

319 

8.7 

Kelsey-Hayes 

391 

9.4 

281 

11.4 

326 

8.0 

Grace,  W.  R. 

337 

10.7 

356 

9.6 

8.1 

International  Paper 

392 

9.3 

378 

8.9 

287 

8.9 

*Thre«-yeai  average. 
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Per- 

Rank 
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Rank 

Per- 
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cent 
9.3 

500 

351 

cent 
9.7 

500 
469 

cent 
4.4 

Company 

500 

cent 

New  England  Electric 

National  Gypsum 

447 

6.9 

431 

7.0 

408 

6.3 

Signal  Companies 

394 

9.3 

395 

8.3 

284 

9.0 

Crane  Co. 

448 

6.9 

457 

6.2 

433 

5.8 

Super   Food   Services 

395 

9.2 

402 

8.1 

432 

5.8 

Travelers  Corp. 

449 

6.8 

430 

7.0 

387 

6.8 

Stokely-Van  Camp 

396 

9.2 

327 

10.3 

368 

7.2 

St.  Paul  Companies 

450 

6.8 

444 

6.6 

389 

6.8 

Bemis  Co. 

397 

9.2 

272 

11.5 

328 

7.9 

Union  Pacific  Railroad 

451 

6.6 

451 

6.3 

421 

6.0 

Standard  Oil  (Ind.) 

398 

9.1 

327 

10.3 

314 

8.4 

City  Stores 

452 

6.6 

452 

6.3 

451 

5.4 

Glen  Alden 

399 

9.1 

320 

10.5 

350 

7.6 

Cone  Mills 

453 

6.5 

487 

2.8 

429 

5.8 

Pacific  Lighting 

400 

9.1 

421 

7.3 

438 

5.6 

U.S.  Steel 

454 

6.5 

466 

5.6 

445 

5.5 

Consolidated  Natural  6a$  401 

9.0 

381 

8.6 

413 

6.2 

Acme  Markets 

455 

6.4 

463 

5.8 

435 

5.7 

Fairmont  Foods 

402 

8.9 

376 

8.9 

334 

7.8 

Potlatch  Forests 

456 

6.3 

399 

8.2 

448 

5.5 

Stevens.  J.  P. 

402 

8.9 

384 

8.5 

364 

7.3 

Schenley  Industries 

457 

6.1 

467 

5.4 

445 

5.5 

Norton  U>. 

404 

8.9 

437 

6.9 

307 

8.5 

U.S.  Fidelity  &  Guaranty 

458 

6.1 

454 

6.2 

416 

6.1 

International  Harvester 

405 

8.9 

450 

6.4 

345 

7.7 

American  Standard 

459 

5.9 

461 

6.0 

451 

5.4 

Great  AtL  &  Pac.  Tea 

406 

8.3 

416 

7.7 

300 

8.7 

Morrison-Knudsen 

459 

5.9 

476 

4.3 

438 

5.6 

Reynolds  Metals 

407 
408 

8.8 

8.8 

474 
400 

4.5 

8.2 

♦47 
293 

5.5 
8.8 

Southern  Pacific 

461 

5.8 

453 

6.3 

462 

4.8 

Lincoln  National 

Southern  Railway 

461 

5.8 

459 

6.1 

463 

4.7 

Bethlehem  Steel 

409 

8.7 

387 

8.4 

338 

7.8 

Chesapeake  &  Ohio  Ry. 

463 

5.7 

472 

5.1 

475 

3.9 

PPG  Industries 

410 

8.7 

412 

7.8 

343 

7.7 

Missouri  Pacific  RR 

464 

5.7 

473 

4.5 

483 

3.1 

Transamerica  Corp. 

411 

8.7 

298 

11.0 

313 

8.4 

Lowenstein,  M. 

465 

5.7 

449 

6.4 

471 

4.3 

McLoutn  Steel 

412 

8.6 

432 

7.0 

357 

7.4 

Newberry,  J.  J. 

466 

5.6 

438 

6.9 

466 

4.5 

Murphy,  G.  C. 

413 

8.6 

401 

8.2 

332 

7.9 

Springs  Mills  Inc. 

467 

5.6 

495 

0.8 

465 

4.6* 

National  Ufe  &  Accid. 

413 

8.6 

398 

8.2 

305 

8.6 

Admiral  Corp. 

468 

5.5 

496 

0.3 

448 

5.5 

Consolidated  Edison 

415 

8.5 

382 

8.6 

466 

4.5 

Hartford  Fire  Insurance 

469 

5.4 

445 

6.6 

453 

5.4 

National  Tea 

416 

8.4 

435 

6.9 

380 

6.9 

Western  Union 

470 

5.3 

475 

4.3 

474 

4.1 

GamOie-SKogmo 

417 

417 

8.4 
8.4 

420 
439 

7.4 
6.8 

367 

390 

7.2 
6.7 

Santa  Fe  Industries 

471 

5.2 

478 

4.1 

461 

4.8 

Mead  Corp. 

Contintental  Corp. 

472 

5.0 

446 

6.6 

459 

5.0 

Nortolk  &  Western 

419 

8.4 

426 

7.1 

397 

6.5 

Anderson  Clayton 

473 

5.0 

471 

5.2 

473 

M 

Dan  River  Mills 

420 

8.3 

464 

5.8 

354 

7.6 

Swift  &  Co. 

474 

5.0 

484 

3.2 

470 

4.4 

Anaconda  Co. 

421 

8.3 

418 

7.6 

356 

7.6 

Louisville  &  Nashville  RR 

475 

4.9 

477 

4.3 

476 

3.7 

Pet  Inc. 

422 

8.2 

423 

7.3 

339 

7.8 

Crum  &  Forster 

476 

4.5 

460 

6.0 

468 

4.5 

Youngstown  Sheet  &  Tube  423 

8.1 

436 

6.9 

402 

6.4 

Hygrade  Food 

477 

4.3 

497 

Del. 

485 

2.9 

SCM  Corp. 

424 

8.1 

354 

9.6 

322 

8.1 

INA  Corp. 

478 

4.3 

483 

3.7 

472 

4.3 

Armour  &  Co. 

425 

8.1 

405 

8.1 

430 

5.8 

Great  Northern  Railway 

479 

4.1 

490 

2.5 

478 

3.5 

Arden-Mayfair 

426 

8.0 

469 

5.3 

455 

5.2 

Ubby,  McNeill  &  Libby 

480 

3.9 

480 

3.9 

480 

3.3 

Connecticut  General 

427 

8.0 

391 

8.4 

325 

8.0 

Illinois  Central  Industries  481 

3.9 

482 

3.8 

479 

3.4 

Interlake  Steel 

427 

8.0 

408 

8.0 

392 

6.7 

Allis-Chalmers  Mfg. 

482 

3.8 

497 

Def. 

477 

3.7 

Liggett  &  Myers 

427 

8.0 

385 

8.5 

336 

7.8 

Marcor  Inc. 

483 

3.7 

441 

6.8 

483 

3.1 

Di  Giorgio  Corp. 

430 

8.0 

367 

9.4 

396 

6.5 

Archer-Oaniels-Midland 

484 

3.7 

485 

3.1 

481 

32 

GAF  Corp. 

431 

7.9 

397 

8.2 

379 

7.0 

Budd  Co. 

485 

3.5 

481 

3.8 

482 

3.1 

Sinclair  Oil 

432 

7.7 

428 

7.1 

424 

5.9 

Brunswick 

486 

2.6 

455 

6.2 

4S7 

2.3 

Koppers 

433 

7.6 

360 

9.5 

405 

6.4 

American  Motors 

487 

2.6 

492 

1.8 

486 

2.6 

St  Regis  Paper 

433 

7.6 

434 

6.9 

410 

6.2 

Chi.,  Mil.  St.  Paul  &  Pac 

488 

1.8 

494 

0.8 

488 

2.1 

USM  Corp. 

435 

7.5 

433 

6.9 

348 

7.5 

Wheeling  Steel 

489 

1.7 

395 

8.3 

490 

1.4 

Kaiser  Industries 

436 

7.5 

246 

12.1 

422 

6.0 

First  National  Stores 

490 

1.6 

497 

Def. 

489 

1.6 

Castle  &  Cooke 

437 

7.5 

413 

7.8 

371 

7.1 

IPL  Inc. 

491 

0.7 

486 

3.1 

491 

1.1 

Flintkote  Co. 

438 

7.4 

456 

6.2 

435 

5.7 

CNA  Financial 

N.A. 

393 

8.4 

N.A. 

Foster  Wheeler 

439 

7.3 

447 

6.5 

380 

6.9 

Colt  Industries 

NA 

324 

10.4 

N.A. 

American  National  Insur 

.  440 

7.2 

424 

7.3 

365 

7.2 

Great  Western  United 

N.A. 

171 

13.9 

N.A. 

Smith,  A.  0. 

441 

7.2 

336 

9.9 

424 

5.9 

Leasco  Data  Processing 

N.A, 

89 

16.7 

N.A. 

American  Bakeries 

442 

7.1 

417 

7.6 

420 

6.0 

Northwest  Industries 

N.A. 

— 

N.A. 

N.A. 

International  Milling 

443 

7.1 

468 

5.3 

454 

5.3 

Norton  Simon  Inc. 

N.A. 

308 

10.9 

NA 

United  Fruit  Co. 

444 

7.0 

371 

9.2 

377 

7.0 

Penn  Central 

N.A. 

488 

2.8 

N.A. 

Porter,  H.  K. 

445 

7.0 

479 

3.9 

444 

5.6 

Pennzoil  United 

N.A. 

63 

18.6 

ift^ 

N.A. 

Aetna  Life  &  Casualty 

446 

6.9 

....^ 

447 

6.5 

380 

6.9 

Seaboard  Coast  Line  RR 

NA 

_■ i 

489 

2.6 

NA 

N.A. — Not  available  because  of  recent  mergers;  not  ranlced.       'Four-year    average,    def. — Deficit. 
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The  ideal  plane  is  fast  as  light, 

powerful,  highly  automated  with 

gadgets  that  do  everything  but 

brush  the  automatic  pilot's  teeth 


For  efficiency,  it  has  o  huge  capacity 

And  every  seat  is  always  filled 


Punctual  and  dependable,  it  gets  in 
and  out  of  airports  quickly  and  safely. 


You  probably  have  your  own 
as. 
We  do  too,  at  United  Aircraft. 

!  don't  build  orfly  jetliners,  but  we 
doing  many  things  to  bring 
ideal  closer. 

Like  searching  for  new  materials 
3n  non-metals)  and  new  ways 
nake  lighter,  quieter,  more 
/verful  jet  engines. 

And  making  new  fuel  controls  to 
DSt  aircraft  performance.  And 
/anced  weather  radar.  And  air 
iditioning  to  make  comfortable 
many  more  people  aboard  the 

V  giants. 

Behind  all  this  is  our  desire  to 
p  build  the  ideal  transportation 
tern— coordinated,  efficient. 
3t's  our  main  purpose  at 
ited  Aircraft.  Where  United 

V  ideas  take  off.         Qircraft 


SKY  AiRCRArr  •  NORDEN  •  UNITED  TECHNOLOGY  CENTER  • 
RONIC  COMPONENTS  •  UNITED  AIRCRArT  RESEARCH 
ATORIES  •  UNITED  AIRCRAFT  OF  CANADA  LIMITED  • 


It's  a  paradise  with  wings,  with  all 
the  comforts  of  home  and  then  some. 


Giant  bird  leaves  giant  nest. 


You  are  looking  at  the  first  of  Boeing's 
new  747  Superjets,  the  biggest  bird  in 
commercial  aviation  history.  It  is  being 
rolled  out  of  the  world's  largest  volume 
building  —  205  million  cubic  feet.  The 
Boeing  Company  designed  and  built  the 
plane.  The  Austin  Company  designed 
and  built  the  building. 

As  the  Austin  team  completed  the 
plant  section  by  section,  Boeing  men 
moved  in.  Production  facilities  were  put 
in  place  as  each  plant  area  was  finished. 
The  project  was  completed  ahead  of 
schedule  and  within  budget. 

If  this  kind  of  performance  is  of  in- 
terest to  you,  regardless  of  the  size  of 
the  facility  you  plan  to  build,  we  invite 
your  inquiry  for  a  discussion  of  Austin 


services  in  the  United  States,  Canada 
or  abroad. 

Austin  experience  is  wide.  Since  its 
founding  in  1878,  the  Austin  organiza- 
tion has  completed  more  than  12,000 
contracts,  including  facilities  in  the  fol- 
lowing fields: 

INDUSTRIAL:  mining  ajid  metais,  chemi- 
ical  process,  forest  products,  manufac- 
turing, transportation  and  distribution, 
food,  research  and  development. 
COMMERCIAL:  broadcasting,  banking 
and  insurance,  publishing,  retail  mer- 
chandising. 
INSTITUTIONAL:  medical,  educational. 

Please  write,  wire  or  teletype:  The 
Austin  Company,  3650  Mayfieid  Road, 
Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  -  Engineers  -  Builders 


44 


FORBES,  JANUARY  1,  1969 


TWENTY-FIRST  ANNUAL  REPORT  ON  AMERICAN  INDUSTRY 

Who's  Where  in  Growth 


Nowhere  are  the  ludicrous  excesses 
of  the  growth  cult  more  graphical!) 
demonstrated  than  in  these  rankings. 
The  500  biggest  U.S.  corporations  are 
ranked  in  order  of  growth  in  earnings 
per  share  on  a  compounded  five-year 
basis.  Some  of  the  figures  are  e\e- 
popping — until  you  start  to  analyze 
them.  The  leader  is  W'hittaker  Corp., 
a  hodgepodge  agglomerate  that  had 
a  deficit  in  1963.  Earnings  for  the 
base  years  1962,  1963  and  1964  aver- 
aged less  than  2  cents  a  share  against 
$3.25  a  share  for  the  12  months. 
Whittaker  was  so  bad  that  it  was 
good;  good  for  a  turnaround,  that  is. 
Similarly,  store  chain  J.J.  Newberry, 
the  second  company  in  earnings 
growth,  had  a  large  loss  in  its  fiscal 
1963;  its  earnings  averaged  about  5 


cents  a  share  in  the  base  period, 
against  S2.44  a  share  in  the  12  months 
through  October,  a  gain  of  some 
4,5005?.  To  get  the  complete  picture 
on  Newberry,  however,  look  at  the 
Profitability  rankings,  where  the  com- 
pany ranks  466th  in  average  return 
on  stockholders'  equity  for  the  last 
five  years,  438th  for  the  latest  12 
months  {see  p.  tk).  Newberry  may 
be  near  the  top  in  Growth,  but  it 
remains  mediocre  in  Profitability. 

Which  suggests  that  the  best  way 
to  get  spectacular  Growth  results  is 
to  take  a  poor  company  aiid  turn  it 
into  a  fair  one.  That  way  you'll  pro- 
duce gains  that  a  real  growth  com- 
pany can't  match.  At  least  for  a  year 
or  so.  Or  you  can  do  the  same 
thing  by  building  leverage  into  a  pre- 


viously unleveraged — or  underlever- 
aged — capital  structure.  That's  essen- 
tially what  Gulf  &  Western  and  White 
Consolidated  have  done;  their  com- 
ponent companies  were  mostly  sec- 
ond rate  when  they  took  them  over 
and  are  still  second  rate.  But  White 
ranks  fourth  and  G&W  ranks  tenth  of 
500  in  earnings  per  share  growth. 

The  trouble  with  these  kinds  of 
gains  is  that  they  can't  possibly  be 
sustained.  By  contrast,  the  true 
growth  companies,  which  are  steadily 
increasing  earnings  per  share,  but 
from  a  high  level,  rank  well  down  on 
the  list:  IBM  in  105th  place;  East- 
man Kodak  in  59th  place. 

Study  the  list.  It  could  prove  an 
invaluable  guide  in  distinguishing  real 
growth  from  the  illusion  of  growth.  ■ 


5 

p,»f' 

5 

irear* 

5 

year- 

s 

^ear* 

annua 

increase  in 

annua 

increase 

annual 

increase  in 

annua 

increase 

p«r-shara  earnings 

in 

sales 

per-share  earnings 

in 

sales 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Whrttaker  Corp. 

1 

186.9 

9 

63.3 

Grinnell  Corp. 

36 

26.5 

327 

7.2 

Newberry,  JJ. 

2 

114.8 

462 

2.9 

Sperry  Rand 

37 

26.1 

424 

4.7 

Leasco  Data  Processing 

3 

97.2 

18 

35.8 

Supermarkets  General 

38 

25.9 

21 

31.9 

White  Consolidated  Industries  4 

93.4 

5 

79.7 

Ogden  Corp. 

39 

25.9 

55 

20.0 

Kaiser  Steel 

5 

71.3 

184 

11.2 

Northwest  Airlines 

40 

25.8 

71 

18.2 

Kaiser  Industries 

6 

58.6 

65 

18.6 

Delta  Air  Lines 

41 

25.6 

82 

17.4 

Occidental    Petroleum 

7 

57.8 

1 

107.4 

Engelhard  Minerals 

42 

25.1 

45 

22.2 

U.S.   Industries 

8 

57.5 

17 

38.0 

Melville  Shoe 

43 

24.4 

255 

8.8 

Teledyne 

9 

54.7 

3 

97.5 

Canteen  Corp. 

44 

24.2 

420 

4.8 

Gulf  &  Western 

10 

53.0 

7 

65.2 

Essex  Wire  Corp. 
Cincinnati  Milling  Machine 

45 
46 

24.0 
23.8 

133 

144 

14.0 

City  Investing 

11 

52.8 

2 

101.6 

13.5 

Fluor  Corp. 

12 

52.2 

79 

17.6 

Magnavox   Co. 

47 

23.8 

52 

20.5 

United  Fruit  Co. 

13 

50.5 

272 

8.4 

Wheeling  Steel 

48 

23.7 

416 

4.9 

Rapid  American 

14 

48.2 

125  • 

14.2 

SCM  Corp. 

49 

22.7 

11 

46.3 

Texas  Gulf  Sulphur 

15 

45.3 

13 

41.0 

Potlatch   Forests 

50 

22.5 

107 

15.6 

Norris  Industries 

16 

42.9 

15 

39.0 

Interco  Inc. 

51 

22.4 

118 

14.8 

Control  Dati 

17 

42.4 

16 

38.5 

Scovill  Manufacturing 

52 

21.7 

78 

17.7 

AMK  Corp. 

18 

40.5 

4 

80.1 

Malone  and  Hyde 

53 

21.6 

33 

24.6 

Universal  Oil  Products 

19 

37.3 

25 

28.2 

Iowa  Beef  Packers 

54 

21.6 

22 

29.0 

Kidde,  Walter 

20 

36.9 

8 

64.3 

American   General   Insur. 
Southland  Corp. 

55 
56 

21.2 
21.0 

54 

42 

20.2 

Ung-Temco-Vought 

21 

36.5 

10 

49.2 

22.9 

Polaroid  Corp. 

22 

35.9 

27 

26.9 

Bell  &  Howell 

57 

20.9 

202 

10.5 

Chicago  Bridge  &  Iron 

23 

34.5 

108 

15.6 

Boise  Cascade 

58 

20.9 

20 

32.5 

Xerox  Corp. 

24 

32.4 

19 

34.9 

Eastman  Kodak 

59 

20.2 

62 

19.1 

Continental    Corp. 

25 

32.2 

168 

12.0 

United  Aircraft 

60 

20.0 

123 

14.3 

Crum  &  Forster 

26 

31.9 

178 

11.5 

Rohr  Corp. 

61 

19.9 

115 

15.0 

Zayre  Corp. 

27 

30.3 

26 

27.6 

Stokely-Van  Camp 

62 

19.8 

404 

5.3 

Dayton  Corp. 

28 

29.7 

70 

18.3 

Lowenstein,  M. 

63 

19.7 

435 

4.3 

Burroughs  Corp. 

29 

28.8 

249 

9.1 

Grumman  Aircraft 

54 

19.4 

66 

18.5 

Ryan   Aeronautical 

30 
31 

28.5 
27.4 

163 

37 

12.1 
24.0 

Combustion  Engineering 

6b 

19.1 

68 

18.5 

Lucky  Stores 

Hewlett-Packard 

66 

19.1 

88 

17.2 

Kresge,  S.S. 

32 

27.1 

38 

23.6 

Grant,  W.T. 

67 

18.9 

269 

8.0 

Collins  Radio  Co. 

33 

26.8 

182 

11.3 

Giant  Food 

68 

18.9 

155 

12.4 

MacDonald,  E.F. 

34 

26.6     • 

101 

15.8 

Cook  Coffee  Co. 

69 

18.8 

98 

16.3 

Consolidated   Freightways 

35 

26.6 

131 

14.0 

Textron 

70 

18.8 

46 

22.2 
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Who's  Where  in  Growth  continued 


5  year* 

5 

»ear* 

5 

year" 

5 

year* 

annual  increase  in 

annua 

increase 

annual 

increase  in 

annual  increase 

per-share 

earnings 

in 

sales 

per-share  earnings 

in 

sales 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Scot  Lad  Foods 

Rank 
H31 

Percent 
13.7 

Rank 
75 

Percent 

Anheuser-Busch 

71 

18.8 

164 

12.1 

17.8 

Eltra  Corp. 

72 

18.6 

197 

10.7 

Sperry  &  Hutchinson 

131 

13.7 

475 

1.9 

Hormel  and  Co. 

73 

18.5 

286 

8.2 

United  Airlines 

133 

13.7 

129 

14.1 

Revere  Copper 

73 

18.5 

318 

7.4 

"Automatic"   Sprinkler 

134 

13.7» 

6 

74.0* 

Uniroyal  Inc. 

75 

18.4 

359 

6.4 

Sybron  Corp. 

135 

13.6 

60 

19.3 

Pabst  Brewing 

76 

18.3 

213 

10.1 

Transcon.  Gas  Pipline 

136 

13.3 

342 

6.8 

Lilly,  Eli 

77 

18.2 

139 

13.7 

Alcoa 

137 

13.3 

368 

6.2 

General  Mills  Inc. 

78 

18.2 

388 

5.8 

Continental  Can 

138 

13.3 

423 

4.7 

Crown  Cork  and  Seal 

79 

18.0 

232 

9.5 

Albertson's  Inc. 

139 

13.2 

85 

17.3 

Dresser  Industries 

80 

18.0 

56 

20.0 

W.  Virginia  Pulp  &  Paper 
Bristol-Myers 

139 
141 

13.2 
13.2 

370 
110 

6.2 

Merck  &  Co. 

81 

17.8 

94 

16.6 

15.3 

Raytheon  Co. 

82 

17.8 

57 

19.6 

Mercantile    Stores 

142 

13.0 

326 

7.2 

Schenley  Industries 

83 

17.7 

335 

7.0 

Hess  Oil  and  Chemical 

143 

12.7 

304 

7.8 

Getty  Oil 

84 

17.7 

481 

1.4 

International  Tel.  &  Tel. 

144 

12.7 

39 

23.6 

Tecumseh  Products 

85 

17.6 

237 

9.4 

Rexall  Drug 

145 

12.7 

96 

16.5 

American   Hospital   Supply 

86 

17.6 

90 

17.0 

Sun  Oil 

145 

12.7 

278 

8.3 

Norton  Simon  Inc. 

86 

17.6 

348 

6.8 

Automatic  Retailers 

147 

12.5 

127 

14.1 

Union  Oil  of  Calif. 

88 

17.5 

384 

5.9 

Firestone  Tire 

148 

12.5 

284 

8.2 

Genesco  Inc. 

89 

17.3 

95 

16.5 

United  Merch.  &  Mfrs. 

149 

12.5 

406 

5.2 

Johnson  &  Johnson 

90 

17.2 

247 

9.1 

Gimble  Brothers 

150 

12.4 

400 

5.4 

Carnation  Co. 

91 

17.1 

112 

15.1 

Indian  Head 

150 

12.4 

101 

15.8 

Smith,  A.O. 

92 

17.1 

389 

5.8 

Reliance  Electric 

150 

12.4 

30 

25.5 

Boeing  Co. 

93 

17.0 

171 

11.8 

FMC  Corp. 

153 

12.4 

100 

16.1 

Jim  Walter  Corp. 

94 

16.9 

44 

22.4 

Standard  Oil  (Ohio) 

154 

12.3 

290 

8.1 

Crane  Co. 

95 

16.9 

451 

3.5 

Kaiser  Aluminum 

155 

12.2 

159 

12.4 

Radio  Corp.  of  America 

95 

16.9 

171 

11.8 

Motorola   Inc. 

156 

12.1 

122 

14.4 

Outboard  Marine 

97 

16.9 

166 

12.0 

Burlington  Industries 

157 

12.1 

294 

8.0 

Cessna  Aircraft 

98 

16.8 

50 

20.7 

Brown  Shoe  Co. 

158 

12.1 

436 

4.2 

Philip   Morris 

99 

16.8 

199 

10.7 

Northrop  Corp. 

159 

11.9 

282 

8.2 

Carrier  Corp. 

100 

16.7 

232 

9.5 

Harris-lntertype 

160 

11.9 

31 

24.8 

Bemis  Co. 

101 

16.4 

188 

11.1 

McGraw-Hill  Inc. 

161 

11.9 

120 

14.7 

Macy,  R.H. 

102 

16.4 

314 

7.5 

Litton  Industries 

162 

11.9 

23 

28.4 

Avon  Products 

103 

16.4 

101 

15.8 

U.S.  Freight 

163 

11.8 

274 

8.4 

Coastal  States  Gas 

104 

16.3 

24 

28.3 

Sinclair  Oil 

164 

11.8 

431 

4.5 

Int'l.    Business   Machines 

105 

16.3 

80 

17.5 

Schlitz  Brewing 
Texas  Instruments 

165 
166 

11.6 
11.5 

247 
74 

9.1 

Consolidated  Foods 

106 

16.1 

84 

17.3 

17.8 

Westinghouse 

107 

16.1 

266 

8.6 

Schlumberger   Ltd. 

167 

11.5 

350 

6.7 

TRW  Inc. 

108 

16.1 

43 

22.4 

Walgreen  Co. 

168 

11.4 

191 

10.9 

Zenith  Radio 

109 

i6;o 

91 

16.9 

American  Home  Products 

169 

11.4 

126 

14.1 

Heublein  Inc. 

110 

15.8 

31 

24.8 

Revlon,   Inc. 

170 

11.3 

215 

10.1 

Dravo  Corp. 

111 

15.7 

86 

17.3 

Georgia-Pacific 

171 

11.3 

63 

18.7 

McDonnell  Douglas 

112 

15.6 

49 

21.5 

Heinz,  HJ. 

172 

11.3 

190 

11.0 

Cerro  Corp. 

113 

15.5 

212 

10.2 

Penney,  J.C. 

173 

11.2 

207 

10.4 

Atlantic-Richfield 

114 

15.4 

269 

8.4 

Purex  Corp.  Ltd. 

174 

11.2 

116 

15.0 

Kelsey-Hayes 

114 
116 

15.4 
15.4 

203 
51 

10.5 
20.6 

McGraw-Edison 

175 

11.2 

281 

8.2 

Lear  Siegler 

Evans  Products 

176 

11.1 

113 

15.1 

Halliburton  Co. 

117 

15.3 

77 

17.7 

Standard  Oil  (Ind.) 

176 

11.1 

307 

7.7 

Interstate  Dept.  Stores 

118 

15.2 

114 

15.1 

Beatrice  Foods 

178 

11.1 

156 

12.4 

Emerson  Electric 

119 

14.8 

61 

19.2 

Ex-Cell-0  Corp. 

179 

11.1 

138 

13.8 

Ashland  Oil  and  Refining 

120 

14.8 

35 

24.3 

Ingersoll-Rand 
Grand  Union 

180 
181 

11.1 
11.0 

229 
302 

9.7 

Penn  Central 

121 

14.6 

— 

N.A. 

7.8 

Times  Mirror  Co. 

122 

14.5 

143 

13.5 

Texas  Gas  Transmission 

182 

11.0 

87 

17.2 

Associated  Dry  Goods 

123 

14.4 

185 

11.2 

Diamond  International 

183 

11.0 

241 

9.2 

Weyerhaeuser  Co. 

124 

14.4 

179 

11.4 

Allied  Stores 

184 

11.0 

364 

6.3 

GAP  Corp. 

125 
126 

14.3 
14.2 

183 
57 

11.3 
19.6 

Household  Finance 

185 

10.9 

224 

9.8 

American  Express 

Mayer,  Oscar 

186 

10.8 

253 

8.9 

Koppers 

126 

14.2 

307 

7.7 

Bankers  Trust  New  York 

187 

10.7 

119 

14.7 

Foremost-McKesson 

128 

14.2 

399 

5.5 

U.S.  Fidelity  &  Guaranty 

187 

10.7 

254 

8.8 

Coca-Cola  Co. 

129 

14.1 

260 

8.7 

Minnesota  Mining 

189 

10.7 

195 

10.8 

Ethyl  Corp. 

130 

14.0 

92 

16.8 

Gulf  Oil 

190 

10.6 

275 

8.3 

N.A. — Not  available  because  of  recent  merger. 

'Four  year 

growth   rate. 
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St  Paul  Companies 

190 

10.6 

310 

7.7 

Marine  Midland 

251 

8.6 

191 

10.9 

Cluett,  Peabody 

192 

10.5 

121 

14.5 

Continental  III.  Nat.  Bank 

252 

8.6 

130 

14.1 

Quaker  Oats 

192 

10.5 

387 

5.8 

Morgan  Guaranty  Trust 

252 

8.6 

117 

15.0 

Signal  Companies 

194 

10.4 

34 

24.4 

Corning  Glass  Works 

254 

8.5 

250 

9.1 

Standard  Brands 

195 

10.3 

307 

7.7 

Addressograph-Mult. 

255 

8.5 

164 

12.1 

Arlans   Dept.   Stores 

196 

10.3 

59 

19.4 

Shoe  Corp.  of  America 

256 

8.4 

278 

8.3 

Time  Inc. 

197 

10^ 

219 

10.0 

Chase  Manhattan  Bank 

257 

8.3 

142 

13.6 

Marathon  Oil 

198 

10.2 

194 

10.8 

National  Cash  Register 

258 

8.3 

175 

11.7 

Shell  Oil 

199 

10.2 

273 

8.4 

Pillsbury  Co. 

258 

8.3 

417 

4.9 

Stevens,  J. P. 

200 

10.1 

252 

8.9 

Del  Monte  Corp. 

260 

8.3 

299 

7.9 

Broadway-Hale 

201 

10.1 

72 

17.9 

People's  Gas  Co. 

261 

8.2 

362 

6.4 

Sterling  Drug 

202 

10.1 

147 

13.3 

National  Dist.  &  Chem. 

262 

8.2 

443 

3.9 

Marcor  Inc. 

203 

10.0 

239 

9.2 

Sears,  Roebuck 

263 

8.2 

268 

8.5 

Texas  Eastern  Trans. 

204 

10.0 

300 

7.9 

Kellogg  Co. 

264 

8.1 

311 

7.6 

Goodyear   Tire 

205 

10.0 

224 

9.8 

Western    Bancorporation 

265 

8.1 

198 

10.7 

American  Airlines 

206 

9.9 

145 

13.3 

Hiram  Walker 

266 

8.1 

397 

5.6 

Chrysler 

207 

9.9 

97 

16.5 

Amerada  Petroleum 

267 

8.1 

148 

13.2 

Anaconda   Co. 

208 

9.9 

452 

3.5 

American  Metal  Climax 

268 

8.0 

494 

—2.7 

PepsiCo  Inc. 

209 

9.9 

47 

22.1 

Hammermill  Paper 

269 

8.0 

106 

15.7 

Republic  Steel 

209 
211 

9.9 
9.8 

415 
359 

4.9 
6.4 

Bethlehem  Steel 

270 

7.9 

359 

6.4 

American  Can  Co. 

Super  Valu  Stores 

271 

7.9 

173 

11.8 

Armco  Steel 

211 

9.8 

337 

6.9 

Continental  Oil 

272 

7.8 

140 

13.6 

Diamond  Shamrock 

213 

9.8 

323 

7.3 

Duke  Power  Co. 

273 

7.8 

277 

8.3 

Avco  Corp. 

214 

9.7 

53 

20.3 

Union  Camp 

274 

7.8 

293 

8.0 

Dow  Chemical 

215 

9.7 

188 

11.1 

Pet  Inc. 

275 

7.8 

177 

11.6 

Pittston  Co. 

216 

9.6 

230 

9.6 

Consolidated  Natural  Gas 

276 

7.7 

440 

4.0 

Castle  &  Cooke 

217 

9.6 

187 

11.1 

Interlake  Steel 

277 

7.7 

452 

3.5 

Kerr-McGee 

217 

9.6 

111 

15.3 

Eaton  Yale  &  Towne 

278 

7.6 

201 

10.6 

Pullman  Inc. 

217 

9.6 

256 

8.7 

American  Smelting 

279 

7.6 

487 

—0:4 

Transamerica   Corp. 

220 

9.6 

124 

14.3 

Columbia  Gas  System 
Jewel  Companies 

279 
281 

7.6 
7.6 

439 
167 

4.1 

ACF  Industries 

221 

9.6 

488 

—0.6 

12.0 

Fleming  Co. 

222 

9.6 

93 

16.7 

Middle  South  Utilities 

282 

7.5 

330 

7.0 

General  Tel.  &  Elec. 

222 

9.6 

151 

12.8 

Ralston   Purina 

282 

7.5 

243 

9.2 

Pacific  Car 

224 

9.5 

239 

9.2 

Pfizer,  Chas. 

284 

7.5     , 

227 

9.7 

White  Motor 

225 

9.5 

221 

9.9 

St.  Regis  Paper 

285 

7.4 

412 

5.0 

Manufacturers  Hanover 

226 

9.5 

149 

13.1 

Allegheny  Ludlum 

286 

7.4 

200 

10.6 

Procter  &  Gamble 

227 

9.4 

278 

8.3 

Pacific  Gas  &  Electric 

287 

7.3 

414 

4.9 

Di  Giorgio  Corp. 

228 

9.4 

35 

24.3 

Consolidated  Elec.  Indus. 

288 

7.3 

161 

12.3 

First  Nafl  City  Bank  (N.Y.)  228 

9.4 

128 

14.1 

Dun  &  Bradstreet 

289 

7.2 

298 

7.9 

First  Nafl  Bank  of  Chi. 

230 

9.3 

154 

12.5 

American  Bakeries 

290 

7.1 

347 

6.8 

National  Life 

230 

9.3 

426 

4.6 

Campbell  Taggart 

291 

7.1 

428 

4.6 

CNA  Financial 

232 

9.3 

385 

5.9 

Pennsalt   Chemicals 

292 

7.0 

137 

13.9 

Bank  of  America 

233 

9.2 

204 

10.4 

Whirlpool  Corp. 

293 

6.8 

256 

8.7 

Bendix  Corp. 

233 

9.2 

169 

11.9 

United   Utilities 

294 

6.9 

29 

25.7 

Marshall  Field 

235 

9.2 

363 

6.3 

Baltimore  Gas  &  Electric 

29b 

6.8 

383 

5.9 

Connecticut  General 

236 

9.2 

176 

11.7 

Owens-Illinois 

296 

6.8 

261 

8.7 

Colgate-Palmolive 

237 

9.2 

288 

8.1 

Federated  Dept.  Stores 

297 

6.7 

208 

10.2 

Abbott  Labs 

238 

9.1 

152 

12.8 

Hercules  Inc. 

297 

6.7 

353 

6.6 

Warner-Lambert 

239 

9.1 

80 

17.5 

Kroger  Co. 

299 

6.7 

312 

7.6 

Gamble-Skogmo 

240 

9.1 

41 

23.2 

Beneficial  Finance 

300 

6.7 

291 

8.1 

Security  Pacific  Nat.  Bk. 

241 

8.9 

235 

9.4 

American  Elec.  Power 

301 

6.7 

336 

6.9 

Wells  Fargo  Bank 

242 

8.9 

181 

11.3 

Panhandle  East.  Pipeline 

301 

6.7 

320 

7.3 

Colonial   Stores 

243 

8.9 

456 

3.4 

West  Point-Pepperell 

303 

6.7 

432 

4.5 

Hartford  Fire  Insurance 

244 

8.8 

319 

7.4 

Chemical  Bank  ii.Y.  Trust 

304 

6.6 

133 

14.0 

Mobil  Oil 

244 
246 

8.8 
8.8 

315 
391 

7.5 
5.7 

Kayser-Roth 

305 

6.6 

73 

17.9 

Goodrich,  B.F. 

Inland  Steel 

306 

6.5 

372 

6.2 

Midland-Ross  Corp. 

247 

8.7 

262 

8.7 

U.S.  Ply.-Champ.   Papers 

307 

6.5 

251 

9.0 

Richardson-Merrell 

248 

8.7 

153 

12.5 

Provident  Life 

308 

6.5 

238 

9.3 

Texaco  Inc. 

249 

8.7 

211 

10.2 

Gillette  Co. 

309 

6.5 

162 

12.3 

Tenneco  Inc. 

250 

8.7 

48 

21.8 

Long  Island  Lighting 

309 

6.5 

344 

6.8 
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Donnelley,  R.R. 

311 

6.4 

332 

7.0 

General  Electric 

371 

4.2 

214 

10.1 

American  Natural  Gas 

312 

6.4 

259 

8.7 

Smith  Kline  &  French 

372 

4.2 

380 

6.0 

Wickes  Corp. 

312 

6.4 

174 

11.7 

Food  Fair  Stores     . 

373 

4.2 

405 

5.3 

Public  Service  Electric 

314 

6.4 

392 

5.7 

Grace,  W.R. 

374 

4.1 

69 

18.3 

Virginia  Electric 

314 
316 

6.4 
6.3 

296 
241 

8.0 
9.2 

Amer.    Nat'l    Insurance 

375 

4.1 

343 

6.8 

Standard  Oil  (Calif.) 

American  Sugar 

376 

4.0 

472 

2.1 

Winn-Dixie  Stores 

317 

6.2 

370 

6.2 

C.I.T.  Financial 

377 

4.0 

267 

8.5 

Pan  Amer.  World  Airways 

318 

6.2 

150 

13.0 

Olin  Mathieson 

378 

4.0 

429 

4.6 

Stauffer  Chemical 

319 

6.2 

146 

13.3 

Singer  Co. 

379 

3.9 

105 

15.7 

National  Dairy 

320 

6.1 

410 

5.1 

Aetna  Life  &  Casualty 

380 

3.9 

186 

11.2 

Honeywell  Inc. 

321 

6.1 

141 

13.6 

Kennecott  Copper 

380 

3.9 

489 

—0.8 

Stop  &  Shop 

322 

6.0 

216 

10.1 

Abex  Corp. 

382 

3.8 

450 

3.5 

Southern  Co. 

323 

5.8 

275 

8.3 

Martin  Marietta 

383 

3.8 

496 

—6.9 

New  England  Electric 

324 

5.8 

401 

5.4 

Thriftimart  Inc. 

383 

3.8 

430 

4.5 

Universal   Leaf  Tobacco 

325 

5.7 

244 

9.2 

National  Biscuit 

385 

3.7 

402 

5.3 

Cities  Service 

326 

5.7 

445 

3.7 

General    Public    Utilities 

386 

3.7 

354 

6.6 

Commonwealth  Edison 

326 

5.7 

339 

6.9 

Kimberly-Clark 

387 

3.6 

395 

5.6 

Clark  Equipment 

328 

5.7 

170 

11.9 

General  Amer.  Trans. 

388 

3.6 

482 

1.3 

Interchemical  Corp. 

328 

5.7 

136 

13.9 

Southern  Railway 

389 

3.5 

409 

5.1 

Northeast  Utilities 

328 

5.7 

373 

6.2 

Lockheed  Aircraft 

390 

3.5 

382 

5.9 

No.  Natural  Gas 

331 

5.6 

208 

10.2 

National  Steel 

391 

3.4 

374 

6.1 

Texas  Utilities 

331 

5.6 

355 

6.5 

Air  Reduction 

392 

3.4 

340 

6.9 

Consumers  Power  Co. 

333 

5.5 

325 

7.2 

Consolidated  Edison 

393 

3.3 

411 

5.1 

Travelers  Corp. 

333 

5.5 

285 

8.2 

Borg-Warner 

394 

3.3 

346 

6.8 

Babcock  &  Wilcox 

335 

5.4 

204 

10.4 

Lorillard  Corp. 

395 

3.2 

461 

2.9 

Crown  Zellerbach 

336 

5.4 

377 

6.1 

General  Tire 

396 

3.2 

490 

—1.0 

Florida   Power 

337 

5.4 

321 

7.3 

Phila.  Electric 

397 

3.2 

417 

4.9 

Southern  Calif.  Edison 

338 

5.3 

356 

6.5 

No.  Illinois  Gas 

398 

3.2 

321 

7.3 

Detroit  Edison 

339 

5.3 

367 

6.2 

Owens-Corning 

399 

3.1 

271 

8.4 

Squibb  Beech-Nut 

339 

5.3 

244 

9.2 

Rohm  &  Haas 

400 

3.0 

344 

6.8 

Standard  Oil  (NJ.) 

341 

5.2 

306 

7.7 

No.  States  Power  Co. 

401 

3.0 

392 

5.7 

Hoover  Co. 

342 

5.2 

444 

3.7 

Niagara  Mohawk 

402 

2.8 

447 

3.7 

International  Paper 

342 

5.2 

407 

5.2 

Sherwin-Williams 

403 

2.7 

262 

8.7 

Greyhound  Corp. 

344 

5.1 

316 

7.5 

Illinois  Cent.  Industries 

404 

2.6 

304 

7.8 

Central  &  South  West 

345 

5.1 

385 

5.9 

Campbell  Soup 

405 

2.5 

390 

5.7 

Southern  Pacific 

346 

5.0 

457 

3.3 

Reynolds  Metals 

406 

2.4 

301 

7.8 

Crocker-Citi;!ens  Nat.  Bk. 

347 

5.0 

232 

9.5 

American   Cyanamid 

407 

2.4 

341 

6.9 

Ubby-McNeill-Ubby 

348 

4.9 

433 

4.4 

Scott  Paper 

408 

2.2 

180 

11.4 

Chic,  Mil.  St.  Paul  &  Pac. 

349 

4.9 

454 

3.5 

Monsanto  Co. 

409 

2.0 

313 

7.6 

Anderson  Clayton 

350 

4.9 

480 

1.4 

Caterpillar  Tractor 

410 

1.9 

223 

9.8 

Phillips  Petroleum 

351 

4.9 

231 

9.6 

Du  Pont,  E.I. 

411 

1.8 

402 

5.3 

Johns-Manville 

352 

4.8 

417 

4.9 

Borman  Food  Stores 

412 

1.7 

99 

16.2 

Safeway  Stores 

353 

4.8 

376 

6.1 

Budd  Co. 

413 

1.7 

475 

1.9 

American  Tobacco 

354 

4.7 

381 

6.0 

PPG  Industries 

414 

1.7 

368 

6.2 

Union  Electric 

355 

4.7 

349 

6.7 

U.S.  Steel 

415 

1.6 

434 

4.3       I 

Thrifty  Drug  Stores 

356 

4.6 

294 

8.0 

Celanese  Corp. 

416 

1.6 

67 

18.5        ■ 

Lincoln  National 

357 

4.6 

421 

4.7 

Mead  Corp. 

417 

1.5 

338 

6.9 

Murphy,  G.C. 

357 

4.6 

421 

4.7 

Armstrong  Cork 

418 

1.4 

236 

9.4 

Amer.  Mach.  &  Foundry 

359 

4.5 

407 

5.2 

General  Motors 

419 

1.3 

366 

6.3 

Dana  Corp. 

360 

4.4 

196 

10.7 

Youngsf n  Sheet  &  Tube 
Armour  &  Co. 

420 
421 

1.2 
1.0 

413 
465 

4.9        J 

Upjohn  Co. 

361 

4.4 

204 

10.4 

24      1 

Chesapeake  &  Ohio  Ry. 

362 

4.3 

467 

2.3 

May  Dept.  Stores 

421 

1.0 

334 

7.0      f 

General  Foods  Corp. 

362 

4.3 

379 

6.0 

American  Broadcasting 

423 

0.9 

265 

8.6       1 

American  Tel.  &  Tel. 

364 

4.3 

324 

7.2 

Fairchild  Hiller 

424 

0.8 

27 

26.9 

Vornado  Inc. 

354 

4.3 

14 

39.6 

American  Standard 

425 

0.8 

160 

12.3        • 

USM  Corp. 

366 

4.3 

330 

7.0 

Timken  Roller  Bearing 

426 

0.8 

458 

3.3 

General  Cable  Corp. 

367 

4.2 

218 

10.0 

Corn  Products  Co. 

427 

0.6 

398 

5.5 

Reynolds  Tobacco 

367 

4.2 

448 

3.6 

Libbey-Owens-Ford 

428 

0.5 

217 

10.0 

Union  Pacific  RR 

369 

4.2 

466 

2.4 

Borden 

429 

0.4 

351 

6.6 

Wooiworth 

369 

4.2 

283 

8.2 

International    Harvester 

430 

0.3 

427 

4.6  ^ 
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Central  Soya 

431 

0.? 

303 

7.8 

U.S.  Gypsum 

460 

—4.2 

256 

8.7 

Liggett  &  Myers 

432 

0.2 

469 

2.3 

North  Amer.  Rockwell 

461 

-4.3 

468 

2.3 

Dan  River  Mills 

433 

0.1 

227 

9.7 

Porter,  H.K. 

462 

-4.4 

.     477 

1.8 

El  Paso  Natural  Gas 

434 

0.0 

222 

9.8 

McLouth  Steel 

463 

-4.5 

486 

—0.2 

Pacific  Lighting 

435 
436 

—0.2 
-^.3 

441 

455 

3.9 
3.4 

Cone  Mills 

464 

—4.7 

-     459 

3.0 

Louisville  &  Nashville  RR 

Flintkote  Co. 

465 

-4.7 

470 

2.2 

Trans  World  Airlines 

437 

—0.4 

135 

13.9 

Glen  Alden 

466 

—5.4 

.       12 

41.8 

Union  Carbide 

437 

—0.4 

357 

6.5 

Allied  Chemical 

467 

—5.6 

394 

5.7 

Cannon  Mills 

439 

—0.4 

448 

3.6 

Sunbeam  Corp. 

468 

—5.7 

193 

10.9 

Columbia   Broadcasting 

440 

—0.5 

208 

10.2 

Int'l  Min.  &  Chem. 
International    Milling 

469 
470 

—5.8 
-5.9 

40 
463 

23.3 

Hershey  Foods 

441 

—0.5 

291 

8.1 

2.8 

Norfolk  &  Western 

442 

—1.4 

329 

7.1 

Deere  &  Co. 

471 

—6.0 

289 

8.1 

National  Tea 

443 

—1.5 

460 

2.9 

Acme  Markets 

472 

—6.1 

438 

4.1 

Phelps  Dodge 

444 

—1.6 

269 

8.4 

Ford  Motor 

472 

—6.1 

■     317 

7.4 

INA  Corp. 

445 

—1.9 

262 

8.7 

Morrison-Knudsen 

474 

—6.6 

365 

6.3 

National  Lead 

446 

—2.1 

395 

5.6 

Cummins  Engine 

475 

—6.7 

158 

124 

Western  Union 

447 

—2.2 

442 

3.9 

Arden-Mayfair 

476 

—6.8 

375 

6.1 

Fruehauf  Corp. 

448 

—2.3 

358 

6.4 

Swift  &  Co. 

477 

—7.7 

473 

2.1 

Norton  Co. 

449 

—2.5 

332 

7.0 

Great  Northern  Ry. 

478 

—8.4 

478 

1.7 

Missouri  Pacific  RR 

450 

—2.6 

474 

1.9 

Allied  Supermarkets 
Springs  Mills  Inc. 

479 
480 

-9.9 

—11.7 

132 

464 

14.0 

Spartans  Industries 

451 

—2.7 

64 

18.6 

2.6 

Great  Atlantic  &  Pac.  Tea 

452 

—2.7 

483 

0.8 

General  Dynamics 

481 

—13.3 

224 

9.8 

Brunswick 

453 

—2.8 

437 

4.1 

IPL 

482 

—164 

491 

— l.I 

National  Gypsum 

454 

—2.8 

471 

2.2 

Case,  J.I. 

483 

—30.9 

104 

15.8 

Otis  Elevator 

455 

—2.9 

351 

6.6 

American  Motors 

484 

—37.2 

497 

—7.0 

Santa  Fe  Industries 

456 

—3.0 

479 

1.5 

Admiral  Corp. 

485 

—37.3 

156 

124 

Archer-Daniels-Midland 

457 

—3.6 

484 

0.8 

Allis-Chalmers  Mfg. 

486 

t 

327 

7.2 

Fairmont  Foods 

458 

—3.7 

287 

8.1 

First  National  Stores 

486 

t 

492 

—2.0 

Foote,  Cone  &  Belding 

.59 

-^.0 

220 

9.9 

Hygrade  Food 

486 

t 

495 

—4.7 

From   a  profit  to   i    deficit 


A  FEW  COMPANIES  deserving  of  a  place  in  Forbes 
500  proved  impossible  to  rank  in  earnings  growth 
for  mathematical  or  other  technical  reasons.  These 
fall  into  two  groups.  One  group  of  five  companies, 
marked  "N.A."  (for  "not  available")  in  the  table  at 
right,  had  mergers  or  acquisitions  that  made  it  im- 
possible to  build  a  reliable  five-year  series  of  earn- 
ings per  share.  In  most  cases  this  occurred  in  spite 
of  the  fact  that  the  companies  were  profitable:  Both 
Pennzoil  and  United  Gas,  for  example,  were  def- 
initely money-makers  before  their  recently  consum- 
mated merger  forming  Pennzoil  United.  Rather,  it 
is  because  the  management  of  the  merged  compa- 
nies thought  it  pointless  to  calculate  pro-forma  earn- 
ings per  share  going  back  five  years. 

The  other  seven  companies  at  right  marked  with 
a  dagger  posed  a  simpler  problem  to  anyone  at- 
tempting to  compute  their  five-year  earnings  gains. 
Since  they  began  the  period  with  a  deficit  and 
ended  with  a  profit,  mathematically  their  gains  would 
be  infinite,  ranking  them  ahead  of  better  companies. 


THE  EXCEPTIONS 


HUIVO 

5  year* 
annual  Increase  in 
per-share  earnings 

5  year* 
annual  Increase 
in  sales 

Company 

Rank 

Percent 

Rank 

Percent 

Great  Western  United 



N.A. 

485 

0.3 

Northwest  Industries 

N.A. 

— 

N.A. 

Pennzoil  United 

— 

N.A. 

424 

4.7 

Seaboard  Coast  Line  RR 

— 

N.A. 

— 

N.A. 

Colt  Industries 

— 

N.A. 

246 

9.2 

City  Stores 



445 

3.7 

Cudahy  Co. 

— 

493 

—2.0 

Eastern  Air  Lines 

— 

109 

154 

Foster  Wheeler 

— 

76 

17.8 

Studebaker-Worthington 

89 

17.1 

Super  Food  Service 

— 

378 

6.1 

Ward  Foods  Inc. 

82 

174 

^ 
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MEMO 


SUBJECT         Fire 


TO       All  Personnel 


FROM        Frank  Sharpe 


f^^jp     January  3,  1969 


The  building  is  on  fire. 
Evacuate  immediately. 


^m 


IPPiPf""!' 


PPWPPPPP 


Xt»0«  CailPOri>rK>N.  ROOHetrilt,  NCWVORK  I4«].  OVCHMMi  >UniOI«IIIC>TNIIOUOI«>Ut  IATIII  ANEHICAi  *«D  in  USOCIATION  with  RAHKOKIANISATION  t 
RANK  XEROX  LID. ,  lONDON;  AND  TNROUaH  RARK  XIROS  IIO..  fUJI-KROX  CO. .  LTD..  TOIOO,  XtROX  1»  A  REOISICRCO  TRAOCHARK  Or  XIROX  CORRORAIMN. 


Xerox  is  for  when  you 
want  to  spread  the  word. 

Fast. 


In  the  old  days,  if  you  had 
some  hot  news  in  an  office,  you 
could  phone  it... if  not  many  peo- 
ple were  involved.  Or  route  it... if 
you  had  two  weeks  to  kill. 

Or,  if  it  was  really  hot,  you 
could  have  it  retyped,  proofread, 
taken  to  Central  Repro,  run  off, 
brought  back,  marked  for  distribu- 
tion, and  distributed. 

But  then  Xerox  happened. 

Now,  instead  of  getting  an  old 
dog-eared  routed  memo.  Herb 
Zeltner  gets  his  own  copy— and  the 
word— at  the  same  time  Jerry 
Altman  does. 

And  instead  of  retyping  infor- 
mation, a  secretary  can  make 
copies  of  it  in  seconds.  Which 
means  it  takes  a  lot  less  of  her  time 
and  your  money  to  give  you  a  lot 
fresher  information. 

At  Xerox  we  make  over  twenty 
machines.  They  do  everything 
copiers  and  duplicators  are  sup- 
posed to  do  plus  a  lot  they're  not 
supposed  to  do— like  feeding  them- 
selves, sorting,  reducing  and  en- 
larging, for  instance. 

find  every  one  of  them  has 
the  same  job— to  make  sure  that 
the  information  your  people  read 
is  news. 

Not  history. 


XEROX 


^  We  want  to  give  every  teachc 
in  America  a  piece  of  our  min 


The  trouble  with  a  lot  of  teachers  today  is 
diey  don't  teach. 

They  don't  have  time  to. 

They're  too  busy  doing  other  things. 
Drilling.  Practicing.  Testing.  Grading.  Things 
like  that. 

Their  classes  are  jammed.  And  the  kids 
most  likely  to  need  personal  attention  are 
least  likely  to  get  it. 

You  can't  blame  the  teachers.  That's  the 
way  it  is  today.  But  that's  not  the  way  it 
has  to  be. 

We  know.  We're  in  the  educational 
field  up  to  our  Ph.D's.  And  we  think  we  can 
help  a  teacher  be  more  of  a  teacher  and  less 
of  a  drill  instructor. 
By  giving  her  a  piece  of  our  mind. 


Like  RCA's  new  computer-assisted  instruc- 
tional system.  A  "tutor  computer  "we  call  it. 

it's  a  sort  of  intellectual  power  tool  that 
helps  kids  learn  more,  faster. 

And  gives  teachers  more  time  to  teach. 
Because  they  pziss  the  routine  and  drills  to  the 
system. 

The  Tutor  Computer  takes  attendance. 
Gives  tests.  Corrects  them.  And  comes  up  with 
report  cards.  It  can  even  stay  aiter  school  to 
do  the  payroll,  schedule  classes,  and  keep  all 
administrative  records  on  tap  and  up  to  the 
minute. 

Right  now,  it's  doing  the  honors  in  some 
of  the  largest  school  districts  in  the  country. 
(The  word's  getting  around  about  RCA's  aid 
to  education  programs.) 

And  why  not?  Besides  our  computer- 
assisted  instructional  systems,  we've  designed 
a  complete  program  of  teaching  aids. 
Recordings.  Language  labs.  Visual  aids. 
Classroom  TV.  And  text  books. 


Everything  to  help  the  teacher.  Inclu 
peace  of  mind. 

The  education  field  is  only  one  scho( 
thought  at  RCA.  Actually,  we  major  in 
thousands  of  different  products.  Like  A 
radar.  Color  TV.  Weather  satellites.  La 
If  you'd  like  to  leam  more  about  us,  just  i 
your  hand. 

Address:  RCA.  Dept.  1 1 9, 
30  Rockefeller  Plaza. 
New  York.  N.Y.  10020 
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TWENTY-FIRST  ANNUAL  REPORT  ON  AMERICAN  INDUSTRY 

Who's  Who  in  the  Stock  Market 


Here  are  stock  market  statistics  on 
the  500  biggest  publicly  owned  com- 
panies in  the  U.S.  These  statistics 
reflect  the  predominance  of  the  cult 
that  has  gripped  Wall  Street  for  many- 
years  now:  relati\e  earnings  growth. 
To  its  worshippers,  not  the  quality  of 
earnings  but  the  trend  is  what  makes 
for  gains  in  the  stock  market.  Thus 
three  of  five  top  performers  are  con- 
glomerates, one  is  in  the  currently 
faddish  computer-leasing  business  and 
one  is  a  wildly  c>clical  construction 
company.  Only  one  of  the  Top  Ten, 
Burroughs,  is  a  blue  chip — and  even 
that  is  a  blue  chip  with  a  "turn- 
around" story.  Rapid  American  and 
Gulf   &   Western,    two   fast    but    un- 


proved conglomerates,  rank  in  the 
Top  20.  By  contrast,  IBM  ranks  only 
in  138th  place. 

The  generally  doggy  nature  of  the 
list  reflects  another  factor,  too.  In  a 
period  of  adversity,  only  the  really 
good  companies  prosper.  But  in  the 
advanced  stages  of  a  boom,  the 
second-  and  third-rate  companies  start 
to  do  well,  too.  Starting  from  a  low 
base,  they  show  in  fact  bigger  and 
faster  gains  than  the  real  growth  com- 
panies. 

Under  these  circumstances,  turn- 
around stories  abound  and  the  less- 
proven  companies  come  to  life  in  the 
stock  market. 

Another  symptom   of  the  specula- 


tive nature  of  the  market  is  the  fact 
that  the  biggest  gains  were  scored 
mainly  by  smallish  companies.  There 
are  approximately  125  companies  on 
this  list  with  a  market  value  of  $1 
billion  or  more;  yet  only  three  of 
these  appear  among  the  Top  20  best 
performers.  In  fact,  the  20  top  per- 
formers have  a  combined  market 
value  of  just  over  $10  billion;  together 
they  are  worth  only  a  fraction  of 
IBM's  $37  billion  or  GM's  $24  billion. 
A  few  interesting  statistics:  1)  The 
median  gain  for  all  500  was  about 
74%  {vs.  29%  for  the  DJI  over  the 
same  period)  2)  The  median  price/ 
earnings  ratio  was  18  (m.  17.2  for 
the  DJI).« 


ToUl 

Utest 

Shares 

Market 

12-month 

Indicated 

Price/ 

Price  Gain 

1964-68 

Recent 

Outstanding 

Value 

Earnings 

1968 

Earnings 

Rank 

Since  12  31   63 

Price  Range 

Price 

(Thousands) 

(Millions) 

Per  Sh. 

Dividend 

Ratio 

Leasco  Data  Proc. 

1 

5,410%' 

1393/4- 

2Vs 

1373/4 

2,723 

$     375 

$4.54 

Stock 

83 

Whittaker  Corp. 

2 

4,543 

943/8- 

IVi 

81 1/4 

6,293 

511 

3.25 

None 

25 

Fluor  Corp. 

3 

1,898 

63    - 

3 

613/4 

4,843 

299 

2.13 

Stock 

29 

White  Consolidated  IndusL 

4 

1,688 

3978- 

2Vs 

3978 

9,164 

365 

2.08 

0.35t 

19 

"Automatic"  Sprinkler 

5 

1,647* 

74    - 

1 

271/4 

6,616 

180 

0.53 

0.09 

51 

Zayre 

6 

1,058 

57'/8- 

4'/8 

5678 

2,862 

163 

2.97 

None 

19 

Teledyne 

7 

963 

143'/8- 

103/8 

1203/8 

10,294 

1,239 

3.31 

Stock 

36 

Burroughs  Corp. 

8 

958 

2553/4- 

221/8 

250 

8,211 

2,053 

4.76 

1.00 

53 

AMK 

9 

955 

54y8- 

41/8 

521/8 

4,008 

209 

2.10 

0.15 

25 

Kresge,  S.  S. 

10 

825 

46>/2- 

45/8 

433/8 

34,023 

1,476 

1.25 

0.33 

35 

Ling-Temco-Vought 

11 

795 

169>/2- 

9y4 

97 

4,669 

453 

7.36 

1.333 

13 

Ward  Foods 

12 

740 

54    - 

53/4 

54 

2,717 

147 

2.50 

Stock 

22 

Rapid  American 

13 

738 

40'/8- 

4 

331/2 

2,993 

100 

3.01 

0.50 

11 

Engelhard  Min.  &  Chem. 

14 

726 

871/8- 

eyg 

631/2 

12,089 

768 

2.52 

0.45t 

25 

Gulf  &  Western  Industries 

15 

698 

661/8- 

T/z 

581/2 

14,988 

877 

4.12 

0.30 

14 

Consolidated  Freightways,  Inc. 

16 

668 

401/4- 

^Va 

3978 

5,537 

221 

2.30 

0.95 

17 

Iowa  Beef  Packers 

17 

664 

70    - 

Wz 

683/4 

2,130 

146 

2.42 

None 

28 

Great  Western  United 

18 

660 

64%- 

8'/4 

645/8 

2,092 

135 

2.31 

0.90 

28 

City  Investing  Co. 

19 

595 

76    - 

574 

713/4 

9,002 

646 

3.09 

0.30t 

23 

U.S.  Industries 

20 

573 

363/4- 

41/4 

2978 

10,260 

307 

1.77 

0.388 

17 

Melville  Shoe 

21 

537 

5978- 

8'/8 

541/2 

5,454 

297 

2.71 

1.10 

20 

Occidental  Petroleum 

22 

523 

553/8- 

63/8 

4678 

45,211 

2,119 

1.83 

0.367 

26 

Anheuser-Busch,  Inc. 

23 

511 

63'/2- 

s% 

631/2 

22,230 

1.412 

1.91 

0.725 

33 

Kidde,  Walter 

24 

501 

87    - 

n% 

673/4 

5,214 

353 

3.73 

Stock 

18 

Ryan  Aeronautical 

25 

495 

50    - 

81/8 

483/4 

2,571 

125 

3.14 

0.20 

16 

American  Express  Co. 

26 

480 

77    - 

nVi 

731/4 

14,785 

1,083 

1.75 

0.633 

42 

Carrier  Corp. 

27 

458 

823/4- 

14 

761/4 

7,611 

580 

2.85 

1.00 

27 

Lucky  Stores 

28 

454 

541/8- 

978 

5278 

5,434 

287 

2.50 

1.25t 

21 

Northwest  Industries 

29 

•  450 

182    - 

255/8 

1401/4 

2,321 

326 

N.A. 

2.00 

N.A. 

Ogden  Corp. 

30 

416 

52    - 

75/8 

40 

8,940 

358 

1.84 

0.80 

22 

tPlus  stocli.         'Computed  from 

1965  offering 

price. 
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Who's 

Who  in 

the  Stock  Market 

continued 

Rank 

Price  Gain 
since   12/31/63 

1964-68 
Price  Range 

Recent 
price 

Shares 
Outstanding 
(Thousands) 

Total 

Market 

Value 

(Millions) 

utest 
12-month 
Earnings 

Per  Sh. 

Indicated 

1968 
Dividend 

Price/ 

Earnings 

Ratio 

Rexall  Drug  &  Chemical 

31 

412 

483/8-   17^/8 

4278 

16,137 

692 

1.96 

0.30t 

22 

Evans  Products  Co. 

32 

410 

56V4-   113/8 

561/4 

3,179 

.      179 

2.11 

0.60t 

27 

Giant  Food 

33 

405 

471/2-      83/8 

461/8 

1,342 

62 

3.30 

0.95 

14 

Northwest  Airlines 

34 

403 

1351/8-   183/8 

921/2 

9,150 

846 

5.83 

0.80 

16 

Texas  Gulf  Sulphur 

35 

394 

533/8-     7 

391/8 

30,276- . 

1,185 

2.36 

0.333 

17 

Raytheon 

36 

388 

581/2-    81/2 

493/4 

14,237 

708 

2.14 

0.45 

23 

Hess,  Oil  &  Chemical 

37 

382 

673/8-  IQi/g 

641/2 

10,425 

672 

2.16 

0.30 

30 

McDonnell  Douglas 

38 

380 

595/8-  101/4 

51 

27,169 

1,386 

2.67 

0.40 

19 

American  Hospital  Supply  Corp. 

39 

379 

39    -    61/2 

313/4 

32,140 

1,020 

0.60 

0.215 

53 

Pabst  Brewing 

40 

366 

1031/4-  203/8 

1021/2 

4,762 

488 

4.02 

1.00 

25 

Hewlett-Packard 

41 

365 

913/8-  17 

89 

12,546 

1,117 

1.64 

0.20 

54 

Dresser  Industries 

42 

360 

421/2-  121/2 

401/4 

9,398 

378 

2.72 

1.363 

15 

Cook  Coffee  Co. 

43 

359 

50^8-    778 

441/4 

3,659 

162 

1.89 

0.375 

23 

Polaroid 

44 

351 

1335/8-  161/8 

12478 

31,671 

3,955 

1.95 

0.32 

64 

Heublein,  Inc. 

45 

343 

403/8-    9 

3978 

10,489 

418 

1.09 

0.70 

37 

Atlantic  Richfield  Co. 

46 

342 

1301/4-  251/2 

1243/4 

23,766 

2,965 

4.74 

1.675 

26 

Textron 

47 

340 

57'/8-  gy* 

4378 

26,816 

1,177 

2.07 

0.725 

21 

Kaiser  Steel  Corp. 

48 

333 

661/4-  135/8 

621/2 

6,475 

405 

5.51 

0.75 

11 

Chicago,  Mil.,  St.  Paul  &  Pacific  R.R 

49 

317 

743/4-  133/4 

563/4 

2,177 

124 

1.29 

None 

44 

Jim  Walter 

50 

316 

421/4-    41/2 

421/4 

9,762 

412 

1.34 

0.333 

31 

Delta  Air  Lines 

51 

307 

441/8-    9 

3678 

19,125 

705 

1.98 

0.40 

19 

Eltra  Corp. 

51 

307 

503/4-   115/8 

471/4 

7,763 

367 

2.86 

1.05 

17 

Foster  Wheeler 

53 

302 

35    -    63/4 

271/2 

2,588 

71 

1.49 

0.75t 

18 

Boise  Cascade 

54 

298 

723/4-   1678 

713/8 

12,479 

891 

2.43 

0.25t 

29 

Interco 

55 

296 

541/2-  12 

471/2 

7,182 

341 

2.83 

0.90 

17 

Automatic  Retailers  of  America,  Inc. 

56 

294 

1183/4-   291/8 

1183/4 

4,837 

574 

2.75 

0.78 

43 

Castle  &  Cooke,  Inc. 

57 

291 

37     -    93/8 

361/4 

9,069 

329 

1.30 

0.525 

28 

Lear-Siegler 

58 

290 

28    -    55/8 

27 

10,798 

292 

1.35 

0.425 

20 

Colt  Industries,  Inc. 

59 

285 

83    -  103/4 

66 

6,221 

411 

2.57 

0.80 

26 

TRW 

59 

285 

593/4-  111/2 

453/4 

23,253 

1,064 

2.06 

0.90 

22 

Halliburton 

61 

279 

1041/4-  273/8 

1041/4 

8,508 

887 

5.14 

1.90 

20 

SCM  Corp. 

62 

277 

865/8-   113/4 

465/8 

8,463 

395 

2.22 

0.60t 

21 

Super  Food  Services 

63 

273 

20    -    33/8 

193/4 

910 

18 

0.66 

0.20 

30 

Fairchild  Hilier 

64 

267 

295/8-  55/8 

205/8 

4,535 

94 

0.77 

0.15 

27 

Norris  Industries 

65 

265 

331/2-      63/8 

291/2 

4,207 

124 

3.56 

0.80 

8 

Vornado 

65 

265 

371/4-    6% 

273/8 

5,937 

163 

1.55 

None 

18 

Essex  Wire 

67 

264" 

59    -  123/8 

463/8 

8,370 

388 

3.65 

1.10 

13 

United  Fruit 

68 

258 

781/2-  I61/2 

771/2 

7,953 

616 

3.74 

1.40 

21 

Schenley  Industries 

69 

249 

57     -  125/8 

461/4 

7,708 

356 

2.14 

1.275 

22 

Chicago  Bridge  &  Iron  Co. 

70 

248 

94    -  23 '/a 

91 

2,384 

217 

6.09 

2.10 

15 

Reliance  Electric 

70 

248 

643/4-  181/8 

63 

3,071 

193 

2.30 

1.20 

27 

Georgia-Pacific 

72 

246 

96    -  2978 

973/4 

20,166 

1,971 

3.08 

i.oot 

32 

Hormel,  G.  A.,  &  Co. 

73 

245 

501/8-  121/2 

4778 

2,380 

114 

3.84 

0.975 

13 

Schlumberger 

74 

244 

136    -  383/8 

1311/4 

7,711 

1,012 

5.01 

1.425 

26 

Kerr-McGee 

75 

242 

150    -  34 

125 

7,336 

917 

4.17 

1.50 

30 

National  Biscuit 

75 

242 

66    -  393/8 

49 

13,600 

666 

2.95 

2.075 

17 

Scovill  Mfg.  Co. 

75 

242 

571/4-  155/8 

535/8 

3,206 

172 

3.35 

1.40 

16 

Boeing  Co. 

78 

238 

1123/8-   18 

605/8 

21,612 

1,310 

4.31 

1.20 

^*       J 

Walgreen  Co. 

78 

238 

451/2-    111/8 

3878 

6,353 

247 

1.79 

0.925 

22       i 

Xerox 

78 

238 

3281/2-  70 

2871/2 

22,415 

6,444 

5.09 

1.45 

56       ^ 

Grant,  W.T. 

81 

235 

451/8-  111/2 

40% 

13,366 

538 

2.75 

1.30 

15 

Getty  Oil 

82 

233 

1101/4-  215/8 

911/2 

20,200 

1,848 

5.45 

0.72 

17 

Time  Inc. 

83 

231 

115     -  305/8 

103 

7,211 

743 

4.22 

2.30 

24 

Shoe  Corp.  of  America 

84 

226 

5078-  131/2 

481/2 

1,660 

81 

2.45 

1.00 

20 

Carnation  Co. 

85 

224 

IO8I/4-   313/8 

1021/2 

7,643 

783 

4.34 

1.333 

24 

tPlus  stock.         'Computed  from   1965  offering 

price. 
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(Thousands) 
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Per  Sh. 

Dividend 
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Collins  Radio  Co. 

85 

224 

11478-  15 

70 

2,967 

208 

4.30 

0.80 

16 

Malone  &  Hyde 

87 

221 

203/4-      61/2 

203/4 

3,573 

74 

1.11 

0.36 

19 

Columbia  Broadcasting  System,  Inc. 

88 

219 

763/8-   335/8 

561/8 

24,138 

1,355 

2.06 

1.40t 

27 

Bell  &  Howell 

89 

211 

93^8-  2OV4 

751/2 

4,729 

357 

2.45 

0.575 

31 

Rohr  Corp. 

89 

211 

363/4-    IOV4 

34 

3,528 

120 

2.62 

0.80 

13 

Times  Mirror  Co. 

89 

211 

521/2-  15 

501/8 

11,939 

598 

1.74 

0.50 

29 

Texas  Instruments 

92 

210 

1443/4-  30 

1041/8 

10,907 

1,136 

2.23 

0.80 

47 

Ashland  Oil  &  Refining  Co. 

93 

205 

503/4-  14% 

455/8 

19,779 

902 

2.49 

1.20 

18 

Avcn  Products,  Inc. 

93 

205 

1493/4-  435/8 

1391/2 

28,725 

4,007 

2.35 

1.60 

59 

General  Cable 

95 

203 

553/4-  121/4 

381/2 

13,495 

520 

1.06 

1.20 

36 

Indian  Head 

95 

203 

461/2-  133/8 

453/8 

3,072 

139 

2.45 

0.60 

19 

Cerro  Corp. 

97 

202 

561/8-  171/8 

493/8 

7,352 

363 

5.08 

1.20t 

8 

Cudahy  Ca. 

98 

200 

293/8-    6 

231/4 

1,545 

36 

2.78 

None 

7 

Grumman  Aircraft  Engineering 

99 

196 

47'/8-  12'/4 

383/4 

7,097 

275 

2.90 

1.00 

13 

Kaiser  Industries 

99 

196 

24    -    6% 

203/4 

23,764 

493 

1.61 

None 

13 

Bemis  Corp. 

101 

193 

751/4-  221/4 

741/4 

2,090 

155 

4.06 

1.60 

18 

McGraw-Hill 

101 

193 

561/2-  141/8 

413/8 

21,094 

873 

1.19 

0.70 

35 

MacDonald,  LF. 

103 

192 

19y8-    4'/8 

1778 

3,447 

62 

1.36 

0.60 

13 

Uniroyal,  Inc. 

104 

191 

67     -  221/4 

653/4 

12,438 

818 

4.16 

1.20 

16 

Sinclair  Oil 

105 

190 

1301/4-  431/2 

12778 

12,478 

1,596 

6.60 

2.80 

19 

KelseyHayes  Co. 

106 

188 

561/2-  15y8 

55 

3,026 

166 

3.74 

1.30 

15 

Eastman  Kodak 

107 

187 

86'/8-  285/8 

79 

161,545 

12,762 

2.44 

1.09 

32 

Johnson  &  Johnson 

107 

187 

1021/2-  313/4 

971/2 

18,154 

1,770 

2.60 

0..5 

38 

Harris-lntertype 

109 

184 

75    -  23 

75 

5,522 

414 

2.91 

1.00 

26 

American  Smelting  &  Refining 

110 

183 

683/8-  311/4 

89'/8 

14,543 

1,296 

4.13 

2.627 

22 

Outboard  Marine 

110 

183 

44    -  13 

423/4 

8,039 

344 

1.95 

1.00 

22 

Ully,  Eli 

112 

179 

84    -  245/8 

81 

32,834 

2,660 

2.04 

0.90 

20 

Sybron 

113 

177» 

441/2-  17 

371/2 

9,131 

342 

1.42 

0.60 

26 

Cnc.nnati  Milling  Machine  Co. 

114 

172 

67'/8-   203/8 

61 1/4 

3,557 

218 

4.50 

1.35 

14 

Arlans  Dept.  Stores,  Inc. 

115 

169 

401/8-    95/8 

363/8 

2,687 

98 

2.09 

0.10 

17 

Sun  Oil 

115 

169 

791/2-  313/4 

773/8 

26,625 

2,060 

4.63 

i.oot 

17 

Magnavox 

117 

168 

62'/2-  141/8 

585/8 

15,446 

906 

2.52 

0.95 

23 

Southland  Corp. 

118 

166 

383/4-  12 

383/4 

6,820 

264 

1.38 

0.24t 

28 

American  Standard,  Inc. 

119 

165 

48     -  141/4 

48 

10,446 

501 

1.67 

1.00 

29 

Emerson  Electric 

120 

164 

1043/4-  361/2 

991/8 
521/8 

9,773 
4,690 

969 
244 

3.68 
3.51 

1.71 
1.00 

27 

Northrop 

120 

164 

52'/8-   163/8 

15 

Albertson's,  Inc. 

122 

162 

24    -    51/2 

151/2 

5,742 

89 

1.02 

0.36 

15 

Weyerhaeuser 

123 

161 

86    -  28 

86 

29,970 

2,577 

3.22 

1.40 

27 

Motorola 

124 

160 

2331/2-  501/8 

137 

6,122 

839 

4.48 

1.00 

31 

Ccca-Cola  Co. 

125 

159 

813/8-    2778 

75 

57,186 

4,289 

1.90 

1.163 

39 

Penn  Central 

126 

158 

861/2-  253/8 

661/8 

23,016 

1,522 

3.51 

2.40 

19 

United  Aircraft  Corp. 

126 

158 

1111/2-  271/4 

735/8 

12,029 

886 

5.52 

1.70 

13 

Illinois  Central  Industry 

128 

157 

76    -  213/4 

711/4 

6,285 

448 

3.38 

1.50 

21 

Brown  Shoe  Co.,  Inc. 

129 

155 

591/2-  22 

583/4 

6,647 

391 

3.07 

1.40 

19 

Interstate  Dept.  Stores 

129 

155 

4678-  141/4 

443/4 

4,833 

216 

2.21 

0.57 

20 

Consolidated  Foods  Corp. 

131 

154 

663/4-  301/2 

483/4 

20,448 

997 

1.85 

0.90 

25 

Crown  Cork  &  Seal  Co.,  Inc. 

131 

154 

831/4-  261/2 

781/4 

4,128 

323 

4.89 

None 

IG 

Universal  Oil  Products 

133 

153 

52    -  15 

4078 

9,665 

395 

1.87 

0.775 

22 

Budd  Co. 

134 

152 

37    -  1278 

343/8 

4,414 

152 

1.15 

0.80 

30 

Dravo 

134 

152 

50    -  153/8 

471/2 

2,042 

97 

3.66 

1.20 

13 

Lowenstein,  M.  &  Sons 

136 

151 

323/8-  12 

32 

3,192 

102 

2.36 

0.825 

14 

American  Broadcasting  Cos. 

137 

150 

102    -  281/2 

761/2 

4,709 

360 

2.24 

1.60 

34 

Dl  Giorgio  Corp. 

138 

149 

373/8-  141/4 

373/8 

1,723 

64 

1.59 

0.80 

24 

International  Business  Machines 

138 

"149 

375    -1313/8 

329 

112,755 

37,096 

7.27 

2.60 

45 

Associated  Dry  Goods  Corp. 

140 

148 

6OI/2-  211/2 

545/8 

12,029 

657 

2.59 

1.133 

21 

fPlus  stock.         'Computed   from   1965 

offering 

price. 
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City  Stores  Co. 

140 

148 

265/8-     8 

22 

2,974 

,       65 

1.58 

0.25 

14 

Philip  Morris 

142 

145 

603/8-   221/2 

603/8 

11,013 

665 

4.31 

1.60 

14 

Anaconda  Co. 

143 

144 

573/8-  20 

571/8 

21,895 

1,251 

3.74 

2.25 

15 

Crane  Co. 

143 

144 

595/8-  221/4 

591/2 

2,500  - 

149 

3.35 

1.60t 

18 

U.S.  Freight 

143 

144 

53     -  183/8 

491/2 

5,559 

275 

2.11 

1.30 

23 

Coastal  States  Gas 

146 

143 

80     -  18'/4 

76 

9,203 

699 

2.72 

Stock 

28 

Union  Oil  of  Calif. 

146 

143 

70    -  253/8 

65 

27,743 

1,803 

4.43 

1.40 

15 

Cessna  Aircraft  Co. 

148 

142 

66    -  223/4 

553/4 

3,370 

188 

3.80 

1.40 

15 

Merck  &  Co. 

148 

142 

963/4-    343/8 

881/4 

35,625 

3,144 

2.58 

1.80 

34 

Olin  Mathieson  Chem. 

150 

141 

813/4-    321/2 

451/4 

15,899 

719 

3.51 

1.20 

13 

Canteen  Corp. 

151 

140 

363/4-  12 

323/4 

6,963 

228 

1.36 

0.80 

24 

Pittston 

151 

140 

64^8-  221/8 

631/8 

4,676 

295 

3.60 

1.20 

18 

Bristol-Myers  Co. 

153 

139 

831/2-  293/8 

701/8 

27,669 

1,940 

1.92 

1.10 

37 

Hygrade  Food  Products 

153 

139 

411/4-  141/2 

403/8 

748 

30 

dl.OO 

None 

— 

Schlitz,  Jos.  Brewing 

153 

139 

6378-  171/2 

553/8 

9,617 

533 

2.21 

1.10 

25 

Sperry  Rand 

153 

139 

651/8-    111/8 

5078 

33,953 

1,727 

2.11 

0.40 

24 

Continental  Can  Co.,  Inc. 

157 

136 

67%-  283/8 

671/4 

19,381 

1,303 

4.36 

2.05 

15 

Spartans  Industries 

158 

135 

501/2-   121/8 

29'/8 

9,529 

278 

1.32 

0.45 

22 

Mercantile  Stores 

159 

134 

63     -  251/8 

63 

2,948 

186 

3.63 

1.40 

17 

Avco  Corp. 

160 

133 

653/8-  19 

5178 

12,535 

650 

3.06 

1.20 

17 

Control  Data  Corp. 

161 

132 

174     -  235/8 

157'/8 

13,779 

2,165 

3.13 

None 

50 

Crum  &  Forster 

161 

132 

126    -  39 

124 

1,929 

239 

7.15 

2.425 

17 

Litton  Industries 

163 

131 

118    -  261/4 

805/8 

24,550 

1,979 

1.75 

Stock 

46 

Newberry,  J.  J. 

163 

131 

411/4-  15 

40'/8 

1,964 

79 

2.44 

0.75 

16 

Transamerica 

163 

131 

871/4-  215/8 

85% 

28,859 

2,478 

2.87 

1.00 

30 

Burlington  Industries,  Inc. 

166 

129 

511/4-  201/2 

491/4 

25,462 

1,254 

3.10 

1.30 

16 

Combustion  Engineering,  Inc. 

166 

129 

93     -  255/8 

683/4 

3,955 

272 

5.44 

2.35 

13 

Eaton  Yale  &  Towne 

168 

128 

433/8-  183/8 

421/4 

16,237 

686 

2.51 

1.325 

17 

Revlon 

169 

126 

92    -  321/2 

843/4 

7,475 

636 

3.17 

1.40 

27 

Borman  Food  Stores,  Inc. 

170 

125 

281/4-    113/8 

27 

2,969 

80 

1.18 

0.80 

23 

Midland-Ross 

170 

125 

42     -  151/2 

351/2 

6,514 

196 

2.36 

1.40 

15 

Pan  American  World  Airways 

170 

125 

395/8-   125/8 

291/2 

33,768 

996 

1.44 

0.40 

20 

International  Tel.  &  Tel. 

173 

124 

62    -  243/8 

62 

59,477 

3,688 

2.51 

0.85 

25 

Potlatch  Forests 

173 

124 

671/2-  19 

671/2 

4,607 

311 

2.99 

1.00 

22 

Springs  Mills 

173 

124»» 

26    -  I61/4 

241/8 

8,608 

208 

0.25 

1.00 

— 

Warner-Lambert  Pharmaceutical 

173 

124 

59'/8-  25 

5978 

28,945 

1,733 

1.96 

1.025 

31 

Sterling  Drug 

177 

122 

401/4-  18 

40% 

36,740 

1,479 

1.22 

0.675 

33 

Westinghouse  Electric 

177 

122 

791/8-  291/4 

751/8 

38.191 

2,869 

3.44 

1.80 

22 

U.S.  Plywood-Champ.  Papers 

179 

121 

743/4-  291/4 

741/8 

11.840 

878 

3.45 

1.50 

21 

Scott  Lad  Foods 

180 

119 

423/4-  13 

41 

1,235 

51 

2.31 

0.60 

18 

Whirlpool 

180 

119 

66    -  293/8 

641/2 

11,663 

752 

3.05 

1.60 

21 

Koppers  Co. 

182 

118 

465/8-    19'/8 

451/8 

4,957 

224 

3.37 

1.50 

13 

Bendix  Corp. 

183 

116 

571/2-  213/8 

511/2 

12,202 

628 

3.30 

1.45 

16 

J.  1.  Case  Co. 

183 

116 

321/8-  101/8 

23% 

5,890 

137 

0.22 

none 

106 

Wickes  Corp. 

185 

114 

551/2-  18 

551/2 

4,502 

250 

1.95 

1.00 

28 

Beatrice  Foods  Co. 

186 

113 

841/2-  383/4 

83 

10,500 

872 

3.68 

1.735 

23 

Macy,  R.  H. 

186 

113 

45     -  185/8 

3978 

9,116 

364 

2.35 

0.90 

17 

Eastern  Air  Lines 

188 

111 

615/8-   13 

3078 

11,957 

369 

0.39 

0.50 

— 

Mayer  (Oscar) 

188 

111" 

383/4-  151/8 

383/4 

4,524 

175 

2.33 

1.00 

17 

Richardson-Merrell 

188 

111 

543/4-  19^8 

501/2 

11,436 

578 

2.28 

0.725 

22 

Cities  Service  Co. 

191 

110 

731/4-    313/8 

653/8 

29,203 

1,909 

3.90 

2.00 

17 

Pillsbury  Co. 

192 

109 

551/4-  263/8 

55% 

4,753 

263 

2.77 

1.25 

20 

Standard  Oil  (Ohio) 

192 

109 

715/8-   307/8 

655/8 

13,093 

859 

5.02 

2.50 

13 

United  Merchants  &  Mfrs. 

194 

108 

41     -  I81/4 

38 

5,934 

225 

3.61 

1.20 

11 

American  Airlines 

195 

107 

49    -  171/4 

353/4 

20,237 

723 

1.91 

0.80 

19 

tPlus  stock.         ••Computed  from  earliest  1964 

prices.         d — 

Deficit. 
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Genesco 

195 

107 

55    -  23 

531/8 

9,506 

505 

3.24 

1.55 

16 

Penney,  J.  C 

195 

107 

511/2-  22 

483/4 

49,975 

2,436 

2.04 

0.95 

24 

SUndard  Oil  (Ind.) 

195 

107 

671/2-   303/4 

66 

71,605 

4,726 

4.31 

2.10 

15 

Kennecott  Copper 

199 

106 

531/4-  241/8 

491/2 

33,159 

1,641 

2.30 

2.00 

22 

Admiral  Corp. 

200 

105 

673/8-    7 

21^8 

5,110 

112 

0.06 

none 

— 

PepsiCo.,  Inc. 

200 

105 

521/8-  24 

501/4 

22,451 

1,128 

2.03 

0.90 

25 

Santa  Fe  Industries 

202 

104 

42    -  26 

343/8 

24,678 

848 

2.42 

1.60 

14 

General  Dynamics 

203 

103 

79    -  231/2 

481/8 

10,524 

506 

2.29 

1.00 

21 

Allis-Chalmers  Mfg.  Co. 

204 

102 

44    -  153/4 

321/8 

10,364 

333 

dO.34 

0.625 

— 

Hammermill  Paper 

204 

102 

345/8-  153/4 

32% 

4,163 

137 

1.98 

1.00 

17 

West  Point-Pepperell 

204 

102 

64    -  193/4 

481/4 

4,750 

229 

3.11 

2.00 

16 

McGraw-Edison 

207 

100 

461/4-  173/8 

371/4 

13,788 

514 

2.38 

1.40 

16 

Tecumseh  Products 

207 

100 

145     -  501/2 

137 

1,823 

250 

7.99 

3.00 

17 

Caterpillar  Tractor  Co. 

209 

99 

5378-  241/8 

47% 

56,827 

2,721 

1.77 

1.20 

27 

Gimbel  Bros. 

210 

98 

491/2-  193/4 

423/8 

8,496 

360 

2.54 

1.00 

17 

Hoover  Co. 

210 

98 

391/4-  131/2 

341/8 

6,600 

225 

2.53 

1.05 

13 

Stop  &  Shop 

210 

93 

37     -  151/8 

341/2 

3,040 

105 

2.10 

0.90 

16 

Cluett,  Peabody  &  Co.,  Inc. 

213 

97 

393/8-  145/8 

36 

8,162 

294 

2.00 

0.825 

18 

Grand  Union 

213 

97 

29    -  133/4 

281/g 

6,362 

179 

1.94 

0.60 

14 

Interchemical 

213 

97 

455/8-  221/2 

451/4 

4,460 

202 

2.88 

1.20 

16 

Marathon  Oil 

213 

97 

5778-  241/2 

5534 

29,734 

1,647 

2.69 

1.40 

21 

American  Home  Products 

217 

96 

671/2-  301/8 

593/8 

48,006 

2,850 

2.14 

1.25 

28 

Ex-Cell-0 

217 

96 

41     -  173/4 

361/2 

8,591 

314 

2.69 

1.20 

14 

General  Mills 

217 

96 

435/8-  18 

383/8 

18,133 

696 

2.02 

0.80 

19 

United  Air  Lines 

217 

96 

873/8-  221/8 

44 

18,379 

809 

2.46 

1.00 

18 

ACF  Industries 

221 

94 

683/8-  301/4 

60 

5,644 

339 

3.76 

2.25 

16 

Ethyl 

221 

94 

51     -  201/4 

403/4 

9,963 

406 

2.37 

0.60 

17 

Kayser-Roth  Corp. 

221 

94 

443/4-  203/8 

431/2 

5,762 

251 

2.65 

0.60 

16 

USM  Corp. 

224 

93 

521/2-  24 

513/4 

4,441 

230 

2.97 

1.53 

17 

Gulf  Oil  Corp. 

225 

91 

45     -  233/8 

45 

207,436 

9,335 

2.94 

1.40 

15 

Supermarkets  General 

225 

91 

431/4-  11 

403/4 

3,333 

136 

2.18 

0.40t 

19 

Universal  Leaf  Tobacco 

225 

91 

363/4-  17 

33% 

2,382 

81 

3.06 

1.45 

11 

Allied  Stores 

228 

90 

511/4-   213/4 

421/2 

7,664 

326 

3.07 

1.38 

14 

Stokely-Van  Camp 

229 

89 

603/4-    171/8 

381/8 

3,202 

122 

2.52 

1.00 

15 

Stevens,  J.  P. 

230 

88 

801/2-  321/4 

661/8 

6,050 

400 

5.03 

2.25 

13 

Smith,  A.  0. 

231 

87 

.    491/4-  211/8 

48 

2,487 

119 

4.85 

1.30t 

10 

White  Motor 

232 

86 

571/2-  251/8 

485/8 

6,527 

317 

3.76 

2.00 

13 

Anderson,  Clayton  &  Co. 

233 

85 

471/2-  24 

471/2 

3,105 

148 

3.20 

1.20 

15 

Colgate-Palmolive  Co. 

233 

85 

551/4-  221/2 

51 

14,748 

738 

2.40 

1.10 

21 

Gwens-liiinois 

235 

84 

81     -  423/4 

79 

16,021 

1,266 

3.23 

1.35 

24 

Quaker  Oats 

235 

84 

59    -  225/8 

56 

8,156 

457 

2.95 

1.225 

19 

Abex  Corp. 

237 

83 

491/4-  241/2 

475/8 

3,629 

173 

2.72 

1.60 

18 

'  National  Distillers  &  Chemical  Corp.   237 

83 

49 '/8-  233/4 

433/4 

12,723 

557 

2.70 

1.80 

16 

Pullman,  Inc. 

237 

83 

73'/8-  301/8 

571/8 

4,569 

261 

3.17 

2.80 

18 

Studebaker-Worthington 

237 

83 

721/4-  171/2 

571/4 

6,431 

368 

5.02 

1.00 

11 

Abbott  Laboratories 

241 

79 

74     -  351/8 

74 

13,444 

995 

2.29 

1.00 

32 

Broadway-Hale  Stores,  Inc. 

241 

79 

46    -  195/8 

413/4 

6,360 

266 

2.25 

0.983 

19 

Centrai  Soya  Co.,  Inc. 

241 

79 

333/4-  13 

25 

6,428 

161 

1.20 

0.80 

21 

Diamond  International 

244 

78 

531/4-  273/4 

513/8 

10,470 

538 

3.06 

1.80 

17 

Lorillard  Corp. 

245 

76 

80    -  401/8 

80 

6,504 

520 

4.65 

2.605 

17 

Gillette  Co. 

246 

74 

62'/8-  251/2 

541/4 

29,025 

1,575 

2.01 

1.20 

27 

Minnesota  Mining  &  Mfg. 

246 

74 

1193/4-  54 

1121/2 

54,110 

6,087 

2.92 

1.45 

39 

Mobil  Oil 

246 

74 

635/8-  341/8 

63 

102,380 

6,450 

4.13 

2.05 

15 

Colonial  Stores,  Inc. 

249 

72 

32    -  16% 

313/4 

2,832 

90 

2.68 

1.45 

12 

National  Cash  Register 

250 

71 

154 1/4-  59 

128 

9,369 

1,199 

4.08 

1.20 

31 

tPlus  stock 
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Who's  Who  in  the  Stock  Market    oonti"ued 


Pric*  Gain 
Rank     SInct  12/31;  63 


Total  Utatt 

Shares                   Marliat  12-month  Indicated      Prica/ 

1964-68                   RacanI           Outstanding               Value  Earnings  1968  Earnings 

Price  Range                Price            (Thousands)           (Millions)  Per  Sh.  Dividend       Ratio 


Marcor  Inc. 

251 

70 

595/8-    19'/2 

573/4 

12,587 

727 

3.10 

1.00 

18 

Radio  Corp.  of  America 

251 

70 

651/2-  265/8 

48'/8 

62,606     • 

3,060 

2.36 

1.00 

21 

Honeywell,  Inc. 

253 

69 

1393/4-  531/2 

1255/8 

14,869 

1,868 

3.21 

1.10 

39 

Marshall  Field 

253 

69 

683/4-  361/2 

61 '/8 

4,070 

252 

3.92 

2.00 

16 

American  Bakeries 

255 

68 

341/2-  143/4 

321/8 

1,835 

59 

1.83 

1.00 

18 

Grinnell 

255 

68 

208    -  73 

127 

1.450 

184 

20.24 

2.50t 

6 

Signals  Cos. 

257 

67 

47^/8-  23 

40 

14,668 

587 

2.99 

1.10 

13 

United  Utilities 

257 

67 

335/g-  19 

33 

27,175 

897 

1.23 

0.84 

27 

Clark  Equipment  Co. 

259 

66 

36'/4-  191/2 

341/2 

11,357 

392 

2.16 

1.20 

16 

Murphy,  G.  C. 

259 

66 

321/2-  185/8 

321/2 

4,112 

134 

1.96 

1.20 

17 

Firestone  Tire  &  Rubber 

261 

65 

651/4-  363/4 

62 

29,444 

1,826 

4.28 

1.45 

14 

Johns-Manville 

261 

65 

851/2-  44^/8 

80% 

8,349 

670 

4.16 

2.20 

19 

Donnelley  R.  R.  &  Sons 

263 

64 

501/8-  271/2 

46 

12,919 

594 

1.60 

0.60 

29 

Household  Finance 

263 

64 

48'/8-  203/4 

471/2 

20,788 

987 

2.73 

1.05 

17 

Texas  Eastern  Transmission 

263 

64 

345/8-  173/4 

331/8 

19,913 

660 

2.16 

1.25 

15 

Allied  Supermarkets 

266 

62 

24    -  103/4 

19^8 

3,914 

78 

0.74 

0.60 

24 

National  Gypsum 

266 

62 

73    -  235/8 

681/4 

7,085 

484 

2.68 

2.00 

25 

Allegheny  Ludlum  Steel  Corp. 

268 

61 

791/4-  371/8 

571/2 

4,686 

270 

4.30 

2.40 

13 

Cone  Mills,  Inc. 

268 

bl 

32    -  145/8 

245/8 

3,422 

84 

1.13 

1.00 

22 

Jewel  Companies 

268 

61 

541/2-  25 

54 

6,604 

357 

2.84 

1.35 

19 

Zenith  Radio 

271 

60 

883/4-  301/2 

603/4 

18,869 

1,146 

2.46 

1.40 

25 

General  Tire  &  Rubber 

272 

59 

381/4-    183/4 

363/8 

17,061 

621 

2.24 

0.90 

16 

West  Va.  Pulp  &  Paper 

272 

59 

33 '/8-    183/8 

323/4 

10,344 

339 

1.99 

0.963 

16 

FMC  Corp. 

274 

58 

443/8-  253/4 

411/8 

30,682 

1,262 

2.12 

0.825 

19 

Brunswick  Corp. 

275 

57 

203/4-    6 

181/4 

18,436 

336 

0,48 

none 

38 

Pet  Inc. 

275 

57 

441/2-  23 

38'/8 

5,009 

195 

2.39 

1.00 

16 

PPG  Industries 

275 

57 

461/8-  25 

45 

20,330 

915 

2.35 

1.35 

19 

Revere  Copper  &  Brass 

275 

57 

40    -  201/4 

391/4 

5,559 

218 

3.45 

1.50 

11 

Deere  &  Co. 

279 

56 

751/2-  341/4 

551/4 

14,782 

817 

2.54 

2.00 

22 

Dan  River  Mills 

280 

55 

375/8-  163/8 

251/8 

5,610 

141 

1.41 

1.20 

18 

Shell  Oil 

281 

54 

77    -431/2 

723/8 

67,339 

4,874 

4.79 

2.30 

15 

Trans  World  Airlines 

281 

54 

101    -  311/4 

473/4 

9,955 

475 

2.53 

1.00 

19 

Archer-Daniels-Midland  Co. 

283 

53 

651/2-  30 

61 1/4 

1,385 

85 

1.99 

1.60 

31 

Corning  Glass  Works 

283 

53 

39O1/2-I8O 

322 

6,875 

2,214 

6.97 

1.878 

46 

International  Min.  &  Ch. 

283 

53 

571/2-  I81/2 

301/4 

10,836 

328 

0.95 

0.875 

32 

Manufacturers  Hanover  Trust 

283 

53 

703/4-  343/4 

703/4 

14,000 

991 

4.79 

2.15 

15 

Tenneco 

283 

53 

321/4-  191/8 

303/4 

53,012 

1,630 

2.08 

1.28 

15 

Armstrong  Cork  Co. 

288 

52 

84'/8-  14 

833/4 

10,771 

902 

2.70 

1.45 

31 

Chrysler  Corp. 

288 

52 

723/4-  293/4 

613/8 

46,794 

2,872 

6.15 

2.00 

10 

Pfizer,  Chas. 

290 

51 

93    -  441/4 

741/2 

20,893 

1,557 

3.00 

1.50 

25 

Borg-Warner  Corp. 

290 

51 

36    -  183/8 

351/4 

18,726 

660 

2.45 

1.25 

14 

Texas  Gas  Transmission 

292 

50 

45    -  25 

431/2 

5,801 

252 

3.11 

1.435 

14 

Union  Camp 

292 

50 

601/8-  34 

58 

7,517 

436 

3.49 

1.72 

17 

First  National  City  Bank 

294 

49 

843/8-  40 

813/8 

26,813 

2,182 

4.67 

2.05 

17 

Phelps  Dodge 

294 

49 

491/4-  271/8 

453/4 

20,178 

923 

2.05 

1.75 

22 

Martin  Marietta 

296 

48 

30    -  165/8 

291/2 

19,080 

563 

1.94 

1.025 

15 

Heinz  H.  J. 

297 

47 

665/8-  273/4 

641/2 

5,783 

373 

4.18 

1.45 

15 

Pennsalt  Chemicals 

297 

47 

68     -  35 

62 

4,836 

300 

2.54 

1.20 

24 

Diamond  Shamrock 

299 

46 

48'/8-  245^ 

361/2 

11,761 

429 

2.00 

1.40 

18 

Babcock  &  Wilcox  Co. 

300 

45 

581/2-  26 

371/2 

12,367 

464 

2.39 

1.36 

16 

tPlus  stock. 
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ooking  for  new  money? 


We  deliver. 


'  can  provide  your 
■poration  with  money  for 
i  long  haul,  orthe  short. 
'  today's  inventory.  Or 
norrow's  plans.  Wells 
'go's  staff  of  corporate 
ancing  specialists, 
rking  in  cooperation  with 
n  firm's  executives,  will 


tailor  a  program  to  meet  your 
specific  requirements. 
Perhaps  your  program  will 
call  for  speeding  customer 
payments  by  use  of  our  lock 
box  banking  service.  Or 
maybe  it  will  be  financing  for 
accounts  receivable.  Or  lines 
of  credit  for.current  needs 
and  future  expansion.  Or  our 
Equipment  Leasing  Service, 
which  enables  you  to  acquire 


ana  use  equipment  without 
committing  large  sums  of 
money.  Thus  freeing  your 
capital  for  other  needs.  And 
there  are  dozens  of  other 
possibilities.  All  available  to 
be  developed  into  an 
imaginative  and  efficient 
program  for  you. 


So  if  your  corporation  is 
looking  for  new  money,  just 
contact  the  oldest  bank  in 
the  West:  Weils  Fargo. 
Northern  California  Head- 
quarters, National  Division, 
464  California  Street, 
San  Francisco  94120; 
Southern  California  Head- 
quarters, National  Division, 
415  West  Fifth  Street, 
Los  Angeles  90054. 


WELLS  FARGO  BANK 


'/ewBEfl  f£OeB*l  OCPOSfT  INSVnAnCC  COflPOO*TiO». 


Leadin^likcommunications  toward  a  bright  tomorrow 


We  have  the  wortd's  largest 
computer.  It  is  our  nationwide  com- 
munications-switching network.  " 

This  network  stretches.from 
border  to  border  and  coast  to  coast. 
It  includes  switching  cehlers^in. eight 
thousand  places,  joined  by  more 
than  700  million  miles  of  communi- 
cations circuits,  i  ' 

The  switching  network  connects 
102  million  telephones  and  other 
telecommunications  devices  It  per- 
mits you  to  reach  any  one  of  these 
phonesor  devices  at  will. 

That  is  its  distinguishing  feature 
— the  "at  your  demand"  intercon- 
nection of  "stations"  anywhere  in  the 
country— for  messages  involving 
information  of  any  kind — video,  writ- 
ten, drawn,  data  and  voice.  Today 


there  are  about  five  million  billion 
possible  different  connections. 

So  made-to-order  communica- 
tions service  is  our  primary  mission 
— providing  channels  ready  on  the 
instant — to  move  information  of  any 
kind,  between  "stations"  anywhere. 
This  business  will  grow  many  times 
bigger  and  more  valuable  to  every- 
one in  the  future.  Growth  in  popula- 
tion and  human  communications, 
growth  in  machine  calling,  in  fact  the 
whole  information  explosion  prom- 
ises that  the  job  of  universal  com- 
munications will  more  than  double  in 
the  next  ten  years  alone. 

Building  for  the  future 

Our  energies  and  resources  are 
pledged  to  keep  our  communica- 
tions-switching system  and  service 


ahead  of  the  times.  And  we  are  st  « 
ing  well  ahead.  For  example,  we  r  i 
the  leader  in  electronic  switching 
and  in  the  art  of  adapting  present 
switching  gear  to  provide  electrc  i] 
style  services.  [e 

We're  looking  far  ahead.  We  '<\ 
getting  ready  to  provide  you  with  t 
Picturephone'  service,  connect .  i 
with  library  or  teaching  sources  ■< 
enable  you  to  draw  a  check  on  yc  ,, 
bank  by  Touch-Tone' telephone  ■ 
mention  just  a  few  possibilities.  ?; 
The  changing  communication  \ 
picture  ( 

We  will  not  be  alone  in  our 
vation.  A  lot  of  fine  companies  r     , 
equipment  used  in  information  -    : 
dling.  As  we  look  to  the  future,  v,     ■ 
think  the  better  the  entire  comn-i.    , 


)ns  industry  does,  the  better 
do.  The  more  information- 
lling  devices  that  are  developed, 
ireater  the  need  for  connecting 
/  of  them  through  our  nation- 
switching  system. 
We  are  therefore  continually 
loping,  building,  and  updating 
network.  The  expanding  size 
e  job  is  one  of  the  reasons 
we  are  so  confident  about  our 
e.  But  there  are  many  other 
ons: 

We  have  a  good  lead  in  eiec- 
c  innovation,  such  as  integrated 
iits  and  digital  transmission. 
We  have  the  largest  number  of 
.  s  in  science  of  any  private 
ness  in  the  world — 1 ,300. 
r  average  age  is  35.  Work- 


ing with  them  are  thousands  of 
other  technically  trained  college 
graduates. 

Altogether  we  have  34,000 
young  management  people,  highly 
trained  and  motivated,  who  have 
joined  the  Bell  System  in  the  past  10 
years — assurance  of  continuing 
management  vigor. 

We  have  a  team  of  Bell  Labs  for 
research  and  development.  Western 
Electric  for  manufacturing  and  sup- 
ply, and  Operating  Telephone  Com- 
panies for  service.  This  assures  a 
quick  flow  from  invention  to  use  at 
lowest  possible  costs. 

We  have  developed  the  best 
communications-switching  system  in 
the  world — and  were  skilled  enough 
and  big  enough  to  make  sure  it  stays 


the  best  and  continues  to  set  the 
standard  for  the  rest  of  the  world. 
Ours  is  a  profit-incentive  business 
with  a  great  future. 

All  of  this  may  sound  brash.  But 
we're  really  not  over-confident  Just 
confident. 

We  are  a  leader,  and  we'll  keep 
our  lead.  We  know  where  we  want  to 
go.  We're  planning  and  doing  what 
has  to  be  done  to  get  there. 


19d9  Cadillac  FUcUiooJ  Se.enly-Fi.e  Sedan  ana  Limoucire.  Cajiilac  Motor  Ca'  Division 


The  only  limousine  designed  specifically  as  a  limousine  is  beautifully 

new  this  year.  Its  dramatic  styling,  nine-passenger  comfort  and  outstanding 

performance  make  this  Cadillac  an  even  more  rewarding  investment. 
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Total 

Latest 

Shares 

Market 

I2-nionth 
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Price/ 
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1964-68 
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Outstanding 
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Earnings 

1968 

Earnings 

Rank     Since 

12  31  6: 

Price  Range 

Price 

(Thousands) 

(Millions) 

Per  Sh. 

Dividend 

Ratio 

Interlake  Steel 

300 

45 

443/8-  241/8 

35 

4,487 

157 

3.44 

1.80 

10 

Ralston  Purina 

300 

45 

31     -  131/8 

25 

30,873 

772 

1.16 

0.60 

22 

Lockheed  Aircraft 

303 

44 

7378-   313/4 

511/8 

11,247 

575 

4.65 

2.20 

11 

Goodyear  Tire  &  Rubber 

303 

44 

621/2-  391/2 

593/4 

36,018 

2,152 

3.86 

1.425 

15 

Security  Pac.  Natl.  Bank 

303 

44 

571/2-  32 

571/2 

14,000 

805 

3.51 

1.28 

16 

Super  Valu  Stores 

306 

43 

411/4-  241/2 

393/4 

2,031 

81 

2.30 

1.10 

17 

Thriftimart,  Inc. 

306 

43 

30     -  191/2 

293/3 

1,266 

37 

2.62 

1.40 

15 

Union  Pacific  RR 

306 

43 

60'/8-  33 

571/2 

22,429 

1,290 

4.40 

2.00 

13 

Marine  Midland 

309 

42 

453/4-  24 

443/4 

11,472 

513 

3.12 

1.475 

14 

Bankers  Trust  NY  Corp. 

310 

41 

86    -  481/2 

86 

9,740 

838 

5.66 

2.60 

15 

Hartford  Fire  Ins.  Co. 

310 

41 

481/2-  201/4 

481/2 

22,000 

1,067 

2.20 

0.98 

22 

Hiram  Walker-Goodertiam  &  Wort 

310 

41 

401/2-  233/4 

401/8 

17,213 

691 

2.57 

1.45 

16 

Saint  Paul  Companies 

310 

41 

411/8-  231/2 

401/2 

10,373 

420 

2.30 

0.96 

18 

Armour  &  Co. 

314 

40 

61     -  263/4 

58 

6,043 

350 

3.15 

1.60 

18 

Campbell  Taggart  Associated 

314 

40 

47    -  171/4 

45 

2,196 

99 

3.86 

1.70 

12 

Hercules  Inc. 

314 

40 

563/8-  333/8 

535/8 

19,765 

1,060 

2.50 

1.20 

21 

Phillips  Petroleum 

314 

40 

703/8-   441/8 

685/8 

36,411 

2,498 

4.11 

2.55 

17 

Swift  &  Co 

314 

40 

34     -  173/4 

301/2 

12,241 

373 

1.08 

0.90 

28 

Bank  of  America 

319 

39 

773/4-  365/8 

773/4 

34,211 

2,660 

4.16 

1.833 

19 

Continental  Illinois  National  BanI 

(      319 

39 

491/4-  273/4 

491/4 

16,807 

828 

3.33 

1.368 

15 

Flintkote 

319 

39 

365/8-  15 

335/8 

5,588 

188 

1.65 

1.00 

20 

Libby,  McNeill  &  Libby 

319 

39 

191/8-    9 

163/4 

5,981 

100 

0.71 

none 

24 

St.  Regis  Paper 

319 

39 

44     -  251/2 

431/2 

13,667 

595 

2.40 

1.40t 

18 

Woolworth,   F.  W. 

319 

39 

353/8-  191/2 

341/4 

28,948 

991 

2.22 

1.00 

15 

Chase  Manhattan  Bank 

325 

38 

93     -  46 1/4 

881/4 

20,952 

1,849 

5.58 

2.35 

16 

General  Tel.  &  Elect. 

325 

38 

55     -  313/8 

435/8 

105,529 

4,604 

2.14 

1.42 

20 

Transcontinental  Gas  Pipe 

325 

38 

24>/8-  143/8 

223/4 

22,161 

504 

1.73 

0.95 

13 

Addressograph-Multg.  Corp. 

328 

37 

9F/8-   403/8 

81 '/a 

8,026 

657 

3.06 

1.40 

27 

American  Machine  &  Foundry  Co 

328 

37 

27y8-  131/2 

265/8 

16,990 

452 

1.48 

0.90 

18 

Dun  &  Bradstreet 

328 

37 

.   511/2-  24 

46 

10,279 

473 

1.81 

1.20 

25 

Gamble-Skogmo 

328 

37 

40    -  211/8 

381/2 

3,454 

133 

2.67 

1.30 

14 

Reynolds   Metals 

328 

37 

66%-  32 

433/4 

16,681 

730 

1.78 

0.90 

25 

Chemical  Bank  NY  Trust 

333 

36 

753/4-  371/2 

751/4 

13,144 

989 

5.02 

2.35 

15 

Sears,  Roebuck 

333 

35 

77     -  441/8 

663/4 

153,059 

10,217 

2.61 

1.30 

26 

Standard  Oil  of  Calif. 

333 

36 

8F/8-  521/2 

733/8 

80,797 

5,928 

5.63 

2.70 

13 

Amerada  Petroleum  Corp. 

336 

35 

973/4-  66 

933/4 

12,805 

1,200 

4.91 

3.00 

19 

Foote  Cone   &  Belding 

336 

35 

20'/8-    103/4 

151/2 

2,159 

33 

0.70 

0.80 

22 

General  American  Trans. 

336 

35 

501/2-  281/2 

501/8 

11,185 

561 

2.20 

1.563 

23 

Goodrich,  B.  F. 

336 

35 

50    -  325/8 

465/8 

13,782 

643 

3.23 

1.66 

14 

National  Dairy  Products 

340 

34 

491/4-  311/4 

435/8 

28,672 

1,251 

2.63 

1.575 

17 

Porter,  H.  K. 

340 

34 

421/4-  231/4 

34 

1,322 

45 

2.04 

1.60 

17 

Standard   Brands 

340 

34 

54'/8-  271/8 

481/4 

13,327 

643 

2.62 

1.425 

18 

Fleming  Co. 

343 

33 

22    -  101/8 

19'/2 

4,724 

92 

0.97 

0.50 

20 

Ingersoll-Rand 

343 

33 

57    -  34 

543/8 

13,514 

735 

3.88 

2.00 

14 

Middle  South  Utilities 

343 

33 

295/8-  191/4 

253/4 

35,347 

910 

1.29 

0.82 

20 

American  Sugar  Co. 

346 

32 

361/2-  177/8 

313/8 

3,545 

111 

2.52 

1.60 

12 

Fruehauf 

346 

32 

423/8-  247/8 

381/4 

8,739 

334 

2.11 

1.70 

18 

Texaco 

346 

32 

893/8-   645/8 

873/4 

135,451 

11,886 

6.03 

2.90 

15 

Western  Union  Telegraph 

346 

32 

581/4-  281/2 

421/2 

7.527 

320 

1.77 

1.40 

24 

American  Can 

350 

31 

64    -  405/g 

57 

17,578 

1,002 

4.31 

2.20 

13 

tPlus  slock. 
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Federated  Dept.  Stores 

350 

31 

423/8-  261/8 

355/8 

43,470 

M,549 

1.81 

0.90 

20 

Stauffer  Chemical 

350 

31 

553/8-   323/4 

49 

9,668 

474 

2.99 

1.80 

16 

Sunbeam 

350 

31 

6078-  293/4 

491/2 

7,652  , 

379 

1.52 

1.16 

33 

Kroger 

354 

30 

42%-  201/2 

37 

12,497     • 

462 

2.54 

1.30 

15 

Morgan  Guaranty  Trust  of  NY 

354 

30 

132    -  711/4 

132 

9,123 

1,204 

8.51 

4.40 

16 

North  American  Rockwell 

354 

30 

471/4-  281/2 

441/2 

23,818 

1,060 

2.83 

2.00 

16 

Continental  Oil  Co. 

357 

29 

81 1/2-  543/4 

773/4 

25,395 

1,974 

5.62 

2.85 

14 

C.I.T.  Financial 

358 

28 

60    -  23^8 

50 

19,150 

958 

3.02 

1.75 

17 

International  Milling 

359 

26 

281/8-  173/8 

261/8 

2,498 

65 

1.36 

1.20 

19 

Owens-Corning  Fiberglass 

359 

26 

923/4-  50 

80 

7,210 

577 

2.55 

1.40 

31 

Wells  Fargo  Bank 

361 

25 

633/4-  313/4 

633/4 

9,080 

579 

3.53 

1.40 

18 

Thrirty  Urug  Stores 

362 

24 

253/4-  133/8 

231/4 

4,663 

108 

1.39 

0.60 

17 

American  Metal  Climax 

363 

23 

653/8-  341/8 

47% 

15,464 

740 

3.60 

1.90 

13 

Ce.anese  Corp. 

363 

23 

92    -  411/2 

703/4 

13,308 

942 

3.85 

2.00 

18 

Dow  Chemical 

363 

23 

913/4-  54 

831/4 

30,100 

2,506 

4.43 

2.35 

19 

Food  Fair  Stores 

363 

23 

273/4-  133/4 

251/2 

7,163 

183 

1.52 

0.90 

17 

Southern  Pacific 

363 

23 

471/8-  263/4 

453/8 

27,141 

1,232 

4.17 

1.65 

11 

International  Harvester 

368 

22 

52'/8-  29 

361/2 

28,000 

1,022 

2.58 

1.80 

14 

International  Paper 

368 

22 

401/4-  233/4 

391/8 

43,724 

l./ll 

2.15 

1.393 

18 

Pacific  Gas  &  Electric 

368 

22 

403/8-   305/8 

381/8 

58,737 

2,239 

2.48 

1.425 

15 

Procter  &  Gamble 

368 

22 

1001/2-  6O1/4 

971/4 

42,415 

4,125 

4.37 

2.40 

22 

Purex  Corp. 

368 

22 

383/4-  131/4 

343/4 

9,017 

313 

1.56 

0.56t 

22 

Sherwin-Wllliams 

368 

22 

693/8-  363/4 

57 

5,310 

303 

3.36 

2.00 

17 

Winn-Dixie  Stores 

368 

22 

43%-  271/2 

351/4 

12,545 

442 

2.01 

1.53 

18 

American  Tobacco  Co. 

375 

21 

41%-  263/8 

341/2 

27,534 

950 

3.25 

1.875 

11 

Del  Monte  Corp. 

375 

21 

383/8-  221/4 

36 

11,789 

424 

2.34 

1.10 

15 

Republic  Steel 

375 

21 

513/4-   305/8 

47% 

15,836 

758 

5./0 

2.50 

8 

First  Natl.  Bank  of  Chicago 

378 

20 

693/4-  421/4 

693/4 

10,000 

698 

5.16 

1.938 

14 

Missouri  Pacific  RR 

378 

20 

961/2-  693/4 

851/2 

1,860 

159 

11.37 

5.00 

8 

IPL,  Inc. 

380 

19 

21%-    61/2 

185/8 

3,345 

62 

0.61 

none 

31 

Air  Reduction 

381 

18 

471/2-  251/4 

32% 

11,113 

365 

2.03 

1.50 

16 

Libbey-Owens-Ford  Co. 

381 

18 

703/8-  401/8 

61  y4 

10,602 

655 

3.64 

2.80 

17 

National  Tea 

381 

18 

191/2-  13 

163/8 

7,847 

128 

1.08 

0.80 

15 

Upiohn 

381 

18 

831/4-  415/8 

621/2 

14,650 

916 

2.30 

1.60 

27 

U.S.  Fidelity 

381 

18 

76%-  413/4 

76% 

8,000 

615 

4.50 

2.50 

17 

Arden-Mayfair,  Inc. 

386 

17 

27%-  10% 

16% 

2,805 

47 

0.54 

0.60 

31 

May  Department  Stores 

386 

17 

68    -  30 

42 

15,030 

631 

2.33 

1.60 

18 

Northeast  Utilities 

386 

17 

20    -  153/4 

191/8 

35,366 

676 

1.18 

0.90 

16 

Otis  Elevator 

386 

17 

61%-  333/8 

53 

8,271 

438 

2.49 

2.00 

21 

Dana 

390 

16 

561/2-  351/8 

511/2 

6,688 

344 

4.36 

2.20 

12 

New  England  Elec.  System 

390 

16 

32    -  221/8 

315/8 

14,663 

464 

1.92 

1.48 

16 

Western  Bancorporation 

390 

16 

483/4-  24 

45 

21,317 

959 

2.66 

1.20 

17 

Borden  Co.,  Inc. 

393 

15 

471/4-  273/4 

37 

27,891 

1,032 

1.72 

1.20 

22 

Crown  Zellerbach  Corp. 

393 

15 

661/4-  361/4 

62% 

15,312 

963 

3.55 

2.20 

18 

Northern  katural  Gas 

393 

15 

651/2-  413/8 

58 

9,259 

537 

3.60 

2.60 

16 

Pacific  Car  &  Foundry 

393 

15»* 

873/8-   315/8 

371/2 

1,935 

73 

6.25 

1.70 

6 

Seaboard  Coast  Line  RR 

393 

15 

693/4-  333/4 

51 

8,716 

445 

2.22 

2.20 

23 

Timken  Roller  Bearing 

393 

15 

50%-  33 

41 

10,654 

437 

3.13 

1.80 

13 

Consolidated  Electronics  Ind.  Corp.    399 

14 

573/4-  28 

431/4 

4,495 

194 

2.46 

1.00 

18 

General  Electric  Co. 

399 

14 

1201/4-  783/4 

99 

90,578 

8,967 

3.84 

2.60 

26 

fPlus  stock.        *"  Computed  from 

9arliest  1964  price 
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Liggett  &  Myers  Tobacco 

399 

14 

44%-  321/a 

421/8 

7,652 

322 

3.11 

2.50 

14 

Greyhound 

402 

13 

30'/4-  153/4 

261/8 

31,765 

830 

1.39 

1.00 

19 

Southern   Calif.   Edison 

402 

13 

42'/8-  305/8 

361/s 

38,983 

1,408 

2.30 

1.40 

16 

Cummins  Engine  Co.,  Inc. 

404 

12 

51^8-  2878 

39'/8 

5,475 

218 

1.65 

0.727 

24 

Glen  Alden  Corp. 

404 

12 

19^8-    93/4 

151/2 

15,701 

243 

0.92 

0.175 

17 

Kaiser  Alum.  &  Chem. 

404 

12 

59'/2-  28% 

401/8 

17,300 

694 

2.68 

1.00 

15 

Rohm  &  Hass 

404 

12 

1623/,-  733/, 

117 

5,836 

683 

5.82 

i.eot 

20 

National  Lead 

408 

11 

831/8-  525/8 

761/4 

11,981 

914 

3.89 

3.25 

20 

Baltimore  Gas  &  Electric  Co. 

409 

10 

423/4-  271/2 

373/4 

15,033 

567 

2.30 

1.58 

16 

Ford  Motor 

409 

10 

62 '/a-  381/2 

55 

109,406 

6,017 

3.24 

2.40 

17 

Great  Northern  Ry. 

409 

10 

763/4-  481/2 

631/4 

6,156 

389 

2.92 

3.00 

22 

Mead  Corp. 

409 

10 

555/8-  34 

491/4 

5,846 

288 

2.92 

1.90 

17 

Standard  Oil  (NJ.) 

409 

10 

92'/8-  593/8 

833/4 

215,121 

18,016 

5.82 

3.65 

14 

American  Cynamid  Co. 

414 

9 

48     -  221/4 

323/4 

44,415 

1,455 

1.79 

1.25 

18 

American  Natural  Gas 

414 

9 

543/4-  341/8 

463/8 

15,512 

719 

3.18 

2.00 

15 

Consumers  Power  Cc. 

414 

9 

55    -  361/8 

44'/8 

22,638 

1,016 

2.70 

1.90 

17 

Columbia  Gas  System,  Inc. 

414 

9 

341/8-  23'/8 

31 '/8 

30,410 

969 

2.52 

1.52 

13 

Kimberly-Clark 

414 

9 

791/2-  44^8 

741/2 

10,188 

759 

4.10 

2.20 

18 

Norton  Co. 

414 

9 

541/2-  275/8 

441/4 

5,655 

250 

2.45 

1.50 

18 

Alcoa 

420 

8 

945/8-  59 

741/4 

21,497 

1,596 

4.69 

1.80 

16 

El  Paso  Natural  Gas 

420 

8 

251/4-  165/8 

201/4 

27,386 

555 

1.27 

1.00 

16 

Panhandle  East  Pipe  L 

420 

8 

44    -  281/2 

38 

14,193 

539 

2.75 

1.60 

14 

General  Motors 

423 

7 

1133/4-  655/8 

84 

287,657 

24,163 

5.95 

4.30 

14 

Chesapeake  &  Ohio  Ry. 

424 

5 

861/4-  60 

723/8 

8,688 

629 

6.18 

4.00 

12 

GAF  Corp. 

424 

5» 

433/4-  161/8 

32 

13,342 

427 

1.33 

0.40 

24 

Bethlehem  Steel 

426 

4 

431/4-  26 

321/8 

45,982 

1,477 

3.43 

1.60 

9 

Monsanto 

426 

4 

91'/4-  373/4 

603/8 

33,032 

1,994 

3.20 

1.65 

19 

Southern  Co. 

426 

4 

361/8-  235/8 

285/8 

49,150 

1,407 

1.61 

1.095 

18 

U.S.  Gypsum 

426 

4 

995/8-  431/4 

87 

8,138 

708 

3.96 

3.2 

22 

Wheeling  Steel 

426 

4 

^  411/4-  151/2 

301/2 

2,156 

66 

6.03 

none 

5 

Beneficial  Finance  Co. 

431 

3 

621/2-  271/4 

531/4 

11,236 

598 

3.77 

1.60 

14 

Commonwealth  Edison  Co. 

431 

3 

583/4-   403/8 

503/4 

41,960 

2,129 

3.01 

2.20 

17 

Grace,  W.  R. 

431 

3 

613/8-    321/2 

505/8 

19,126 

968 

2.84 

1.45 

18 

INA  Corp. 

431 

3 

511/4-  243/8 

47'/8 

22,710 

1,087 

1.55 

0.70 

31 

Southern  Ry. 

431 

3 

73    -  393/4 

64 

6,681 

428 

6.22 

3.00 

10 

Singer 

436 

2 

1003/4-   393/8 

871/2 

13,753 

1,203 

4.51 

2.40 

19 

American  Electric  Power  Co.,  Inc. 

437 

1 

465/8-  311/2 

383/4 

47,449 

1,839 

2.08 

1.535 

19 

Consolidated  Natural  Gas  Co. 

437 

1 

39^8-  263/8 

32 

18,114 

580 

2.62 

1.70 

12 

Public  Service  Elect. 

437 

1 

435/8-  281/4 

371/2 

31,004 

1,163 

2.68 

1.61 

14 

Texas  Utilities 

437 

1 

683/8-  471/2 

571/8 

25,400 

1,451 

2.66 

1.58 

21 

Youngstown  Sheet  &  Tube 

437 

1 

55    -  261/4 

425/8 

10,680 

455 

4.04 

1.80 

11 

Central  &  South  West  Corp. 

442 

0 

533/4-  35 

461/2 

21,320 

991 

2.33 

1.70 

20 

National  Steel 

442 

0 

653/4-  3678 

485/8 

15,848 

771 

4.69 

2.50 

10 

Safeway  Stores 

442 

0 

421/4-  213/8 

291/4 

25,487 

745 

2.21 

1.10 

13 

Hershey  Foods 

445 

- 1 

391/2-  223/8 

311/8 

11,924 

371 

1.78 

1.10 

17 

Louisville  &  Nashville 

445 

- 1 

1021/2-  661/2 

89 

2,478 

221 

8.54 

5.00 

10 

Peoples  Gas  Co. 

445 

-1 

501/2-  321/8 

411/8 

15,908 

654 

3.20 

1.96 

13 

Reynolds,  R.  J.  Tobacco 

445 

- 1 

511/2-  34 

415/8 

40,236 

1,675 

3.73 

2.20 

11 

Fairmont  Foods 

449 

-2 

301/4-  131/4 

243/8 

3.391 

83 

1.29 

1.00 

19 

General  Foods 

449 

-  2 

937/8-  65 

87% 

24,887 

2,187 

4.09 

2.40 

21 

tPlus  stock.         'Computed  from  1965  offering  price. 
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Lincoln  National  Corp. 

449 

-2 

971/2-  54 

813/4 

10,000". 

818 

4.95 

1.34 

17 

Pacific  Lighting 

449 

-  2 

33%-  231/8 

291/4 

16,193 

474 

1.78 

1.575 

16 

Duke  Power 

453 

-3 

44    -  30 

427/8 

23,127 

708 

1.98 

1.30 

22 

General  Public  Util. 

453 

-3 

403/4-  25 

31% 

26,080 

812 

2.13 

1.57 

15 

Great  Atlantic  &  Pacific  Tea 

453 

-  3 

451/4-  251/2 

37% 

24,817 

934 

1.95 

1.60 

19 

Norfolk  &  Western  RR 

453 

-  3 

150%-  871/8 

1143/4 

9.120 

1,320 

7.92 

6.00 

14 

Connecticut  General  Ins.  Corp. 

457 

-  4 

1001/2-  48 

803/4 

11,988 

968 

4.75 

0.57 

17 

Crocker-Citizens  Bank 

457 

-4 

481/4-  253/8 

47% 

10,348 

490 

2.85 

1.40 

17 

Florida  Power  &  Light 

457 

-4 

851/4-  62'/8 

697/8 

13,900 

971 

3.33 

1.79 

21 

Kellogg  Co. 

457 

-  4 

571/2-  30% 

411/4 

17,976 

742 

2.33 

1.50 

18 

Morrison-Knudsen 

461 

-5 

30%-  16% 

253/4 

2,250 

58 

1.46 

0.977 

18 

Virginia  Elect.  &  Power 

461 

-5 

393/4-  26% 

311/2 

33,190 

1,045 

1.67 

1.066 

19 

Long  Island  Lighting 

463 

-  7 

381/2-  241/4 

28% 

18,149 

520 

1.85 

1.22 

15 

Phila.  Electric 

463 

-  7 

401/2-  271/4 

311/2 

29,032 

915 

1.99 

1.64 

16 

Cannon  Mills 

465 

-8 

128    -  70 

81 

1,902 

154 

6.55 

4.00 

12 

Du  Pont,  E.  1.  De  Nemours 

466 

-10 

2933/4-1431/4 

172% 

46,297 

7,969 

7.71 

5.50 

22 

Union   Electric 

467 

-11 

311/2-  20 

23% 

24,026 

568 

1.62 

1.20 

15 

Northern  States  Power 

468 

-12 

411/4-  27 

313/4 

16,212 

515 

2.09 

1.60 

15 

Armco  Steel  Corp. 

469 

-13 

763/8-  44 

57 

14,893 

849 

6.34 

3.00 

9 

Campbell  Soup  Co. 

469 

-13 

39'/8-  24'/8 

331/2 

33,577 

1,125 

1.49 

1.00 

22 

National  Life  &  Accident 

469 

-13 

527/8-  231/2 

44% 

15,121 

667 

2.47 

0.26 

18 

Inland  Steel 

472 

-14 

50%-  29% 

377/8 

18,282 

692 

4.56 

2.00 

8 

Scott  Paper 

472 

-14 

40%-  221/2 

317/8 

33,863 

1,079 

1.51 

1.00 

21 

Acme  Markets,  Inc. 

474 

-15 

641/4-  32 

493/4 

2,963 

147 

3.22 

2.00t 

16 

Detroit  Edison 

474 

-15 

38%-  24 

273/4 

28,847 

801 

2.11 

1.40 

13 

First  National  Stores 

476 

-16 

527/8-  21% 

42% 

1,605 

68 

d2.78 

none 

— 

McLouth  Steel 

477 

-17 

59%-  231/8 

397/8 

3,577 

143 

3.39 

1.60 

12 

Niagara  Mohawk  Power 

477 

-17 

301/4-  19 

217/8 

28,842 

631 

1.58 

1.10 

14 

Northern  III.  Gas 

479 

-18 

53%-  30% 

337/8 

11,625 

394 

2.27 

1.58 

15 

Smith  Kline  &  French  Labs. 

479 

-18 

863/4-  41 

523/4 

14,519 

766 

2.89 

2.00 

18 

U.S.  Steel 

479 

-18 

641/2-  35 

43% 

54,144 

2,348 

3.54 

2.40 

12 

American  General 

482 

-19 

307/8-  15% 

25% 

19,490 

490 

1.95 

0.40 

13 

American  National  Insurance 

482 

-19 

241/2-  11 

151/4 

33,000 

503 

0.80 

0.38 

19 

Provident  Life  &  Accident 

482 

-19** 

120    -  44 

701/2 

3,936 

277 

3.35 

0.52 

21 

Union  Carbide 

482 

-19 

757/8-  40% 

483/4 

60,455 

2,947 

2.74 

2.00 

18 

American  Telephone  &  Telegraph  Co.  486 

-20 

75    -  48 

55% 

548,357 

30,502 

3.78 

2.40 

15 

Consolidated  Edison  Co. 

486 

-20 

491/4-  30% 

331/2 

37,289 

1,249 

2.56 

1.80 

13 

American  Motors 

488 

-21 

183/8-      6I/4 

14% 

19,067 

274 

0.17 

none 

— 

Foremost-McKesson 

489 

-24 

387/8-  19 

36% 

10,917 

397 

1.92 

0.625 

19 

Travelers  Insurance 

490 

-27 

541/4-  20% 

35% 

41,590 

1,471 

2.45 

0.64 

14 

Aetna  Life  &  Casualty 

491 

-29 

80%-  327/8 

50 

25,106 

1,255 

3.65 

1.00 

14 

Allied  Chemical  Corp. 

491 

-29 

583/4-  32 

353/4 

28,048 

1,031 

1.93 

1.725 

19 

Corn  Products  Co. 

493 

-30 

67%-  351/2 

42% 

22,955 

978 

2.26 

1.70 

18 

Dayton  Corp. 

NA 

NA 

75 

5,205 

390 

2.45 

0.80 

31 

C..A  Financial 

NA 

NA 

54% 

11,942 

652 

3.52 

0.76 

16 

Continental  Corp:,  Co. 

NA 

NA 

58 

21,425 

1,243 

3.15 

0.80 

18 

Sperry  &  Hutchinson 

NA 

NA 

48 

10,628 

510 

2.83 

1.00 

17 

Squibb  &  Beech-nut 

NA 

NA 

471/4 

17,064 

813 

2.05 

1.50 

23 

Pennzoil  United 

NA 

NA 

63 

15,195 

957 

1.97 

0.433 

32 

Norton  Simon 

NA 

NA 

491/4 

10,526 

518 

2.18 

none 

23 

tPlus  stock.         ••Computed  from 

earliest  1964  price. 
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I  don't  know  how  much  you  mean  yet,  but  Forbes  says: 
"Forbes  readers  don't  just  own  American  business. 
They  run  it."  That's  me  in  my  business. 


YES      NO 


And  by  "run"  I  don't  just  mean  the  day-to-day  operation,      yes     no 
but  the  long-range  planning  for  changing  times  I    I     I    I 

and  markets. 


YES 

D 


YES 

D 


NO 

D 


NO 

D 


Besides  having  the  power  to  plan  for  change,  my  mind 
is  wide  open  to  it.  For  example,  I  would  gladly  change  our 
thinking  about  conventional  warehouses  and  inventories 
...  if  somebody  could  show  us  a  better  way  to 
distribute  our  goods. 

Specifically,  if  TWA  MarketAir  could  show  me  how 
marketing  by  air  (rather  than  merely  shipping  by  air) 
could  reduce  costs  and  capital  expenditures  without 
affecting  our  customer  service  standards,  I'm  change- 
oriented  enough  to  give  TWA  MarketAir  a  try. 

4  YES  answers  and  you  are  indeed  a  bona  fide  Forbes  reader. 
You  also  should  be  putting  in  a  bona  fide  collect  phone  call  to 
TWA  MarketAirman  Ross  Angier  (21 2-557-381 6... or  write  him 
at  605  Third  Avenue,  New  York  10016).  He'll  arrange  for  one 
of  our  Physical  Distribution  Specialists  to  explore  with  you  the 
relationship  of  all  your  distribution  functions  and  explain  how 
marketing  by  airmay  increase  your  distribution  efficiency. 


(TWA)MARKETAm 


•TWA's  registered  service  mark  (or  its  world-wide  cargo  services. 


We're  working  on  cars  we  haven't  even  seen  yet 

But  we  do  know  quite  a  lot  about  how  they'll  operate  and  what  they'll  look  like 
Example:  We're  specialists  in  roll-formed  stainless  and  carbon-steel  body  trii 
Porter  also  designs  radiator  hose,  fan  belts,  brake  lining,  clutch  facings,  rubbej 
door  moldings,  hydraulic  hose  assemblies  and  64  other  products  for  the  autom( 
five  industry.  Write  H.  K.  Porter  Company,  Inc.,  Pittsburgh,  Pa. 


*% 


PORTER  GIVES  YOU 
BETTER  PRODUCTS 
BY  DESIGN       .^ 


*7 


WHO'S  WHERE  IN  THIS  ISSUE: 

WHERE  TO  FIND  A  COMPANY 


^ViTH  500  companies,  each  rated  on 
it  least  four  lists,  it  becomes  quite  a 
:hore  to  locate  any  individual  com- 
aany.  The  purpose  of  this  section  is 
:o  make  this  chore  more  manageable 
For  the  reader.  Below,  each  of  the 
500  companies  is  listed  alphabeti- 
cally. Next  to  its  name  is  its  ranking 


in  each  of  the  three  master  lists.  To 
locate  the  company,  turn  to  the  mas- 
ter list  and  then  find  the  page  number 
opposite  its  name.  To  find  a  company 
in  the  industry  surveys,  simply  look 
on  tiie  pages  indicated  in  the  fourth 
column  in  this  fisting. 

For  example,  take  ACF  Industries, 


which  is  the  first  company  listed  al- 
phabetically: It  will  be  found  in  the 
151st  spot  in  Who's  Where  in  Profita- 
bility; in  221st  place  in  Who's  Where 
In  Growth;  in  221st  place  in  Who's 
Who  in  the  Stock  Market;  and  on 
page  206  ACF  Industries  is  listed  in 
the  Machinery  industry  survey.  ■ 


Who's  Where  in  Profitability  Page  37 

Who's  Where  in  Growth  Page  45 

Who's  Who  in  the  Stock  Market       Page  53 


Who's  WiMrt 

Who's  Whan 

Who's  Who 

industry 

Who's  Whert  Who's  Whert  Who's  Who 

Industry 

in 

in 

inttra 

Survoy 

in 

in 

in  the 

Survey 

ProfitabMity 

Growth 

Stock  MirlMt 

Pi((.  No. 

ProfiUbility 

Growth 

Stock  Markot 

Page.  No. 

*CF  Industries 

151 

221 

221 

206 

Automatic  Retailers 

110 

147 

56 

212 

Abbott  Laboratories 

133 

238 

241 

161 

"Automatic"  Sprinkler 

1 

134 

5 

78 

U>ex 

382 

382 

237 

206 

Avco 

126 

214 

160 

80, 101 

kme  Markets 

455 

472 

474 

213 

Avon  Products 

3 

103 

93 

190,  212 

^ddressograph-Multg. 

162 

255 

328 

176 

Babcock  &  Wilcox 

265 

335 

300 

106 

^dmlral 

468 

485 

200 

154, 170 

Baltimore  Gas  &  Elect. 

264 

295 

409 

218 

^etna  Life  &  Casualty 

446 

380 

491 

101 

Bank  of  America 

235 

233 

319 

101 

Mr  Reduction 

291 

392 

381 

201 

Bankers  Trust  NY  Corp. 

267 

187 

310 

101 

Mbertson's 

41 

139 

122 

212 

Beatrice  Foods 

170 

178 

186 

193 

Mean  Aluminium 

• 

• 

« 

127 

Bell  &  Howell 

312 

57 

89 

170 

Mcoa 

375 

137 

420 

127 

Bemis 

397 

101 

101 

216 

Allegheny  Lud.  Steel 

203 

286 

268 

164 

Bendix  Corp. 

344 

233 

183 

91,  138 

Mlied  Chemical 

299 

467 

491 

201 

Beneficial  Finance 

82 

300 

431 

101,212 

Mlied  Stores 

378 

184 

228 

213 

Bethlehem  Steel 

409 

270 

426 

164 

Ulied  Supermarkets 

339 

479 

266 

213 

Boeing 
Boise  Cascade 

113 
244 

93 
58 

78 

54 

138 

Miis-Chalmers 

482 

486 

204 

91,116 

184,216 

*merda  Petroleum 

70 

267 

336 

106 

Borden 

354 

429 

393 

193 

Imerican  Airlines 

89 

206 

195 

149 

Borg-Warner 

355 

394 

290 

78 

Imencan  Bakeries 

442 

290 

255 

193 

Borman  Food  Stores 

65 

412 

170 

212 

^erican  Broadcasting 

355 

423 

137 

170 

Braniff  Airways 

* 

* 

s 

149 

American  Can 

309 

211 

350 

216 

Bristol-Myers 

33 

141 

153 

161,  190 

Vmerican  Cyanamid 

175 

407 

414 

161,201 

Broadway  Hale 

255 

201 

241 

213 

American  Elect.  Power 

244 

301 

437 

218 

Brown  Shoe 

140 

158 

129 

209 

American  Express 

52 

126 

26 

101, 149 

Brunswick 

486 

453 

275 

80,  170 

American  General 

359 

55 

482 

101 

Budd 

485 

413 

134 

116,206 

American  Hospital  Supp. 

127 

86 

39 

161 

Burlington  Inds. 

196 

157 

166 

209 

American  Home  Prod. 

17 

169 

217 

161, 190 

Burroughs 

207 

29 

8 

176 

American  Mchne  &  Fdy. 

224 

359 

328 

78, 170 

Campbell  Soup 

236 

405 

469 

193 

imerican  Metal  Climax 

103 

268 

363 

127 

Campbell  Taggart 

163 

291 

314 

193, 213 

Vmerican  Motors 

487 

484 

488 

116 

Cannon  Mills 

370 

439 

465 

209 

Vmerican  National  Ins. 

440 

375 

482 

101 

Canteen  Corp. 

262 

44 

151 

213 

imencan  Natural  Gas 

287 

312 

414 

218 

Carnation 

165 

91 

85 

193 

Imerican  Smelt.  &  Ref. 

96 

279 

110 

127 

Carrier 

285 

100 

27 

184 

imerican  Standard 

459 

425 

119 

184 

Case,  J.  1. 

25 

483 

183 

116 

\merlcan  Sugar 

345 

376 

346 

193 

Castle  &  Cooke 

437 

217 

57 

193 

imerican  Tel.  &  Tei. 

382 

364 

486 

218 

Caterpillar  Tractor 

51 

410 

209 

116 

\merican  Tobacco 

217 

354 

375 

193 

Celanese 

226 

416 

363 

201,  209 

^MK 

379 

18 

9 

193 

Central  &  South  West 

277 

345 

442 

218 

inaconda 

421 

208 

143 

127 

Central  Soya 

296 

431 

241 

213 

Anderson-Clayton 

473 
158 

350 
71 

233 
23 

193,213 
193 

Cerro 

187 

113 

97 

127 

inhauser-Busch 

Cessna  Aircraft 

71 

98 

148 

149 

ircher-Danlels-Midland 

484 

457 

283 

213 

Chase  Manhattan  Bank 

311 

257 

325 

101 

irden-Mayfair 

426 

476 

386 

213 

Chemical  Bank  NY  Trust 

319 

304 

333 

101 

irlans  DepL  Stores 

26 

196 

115 

212 

Chesapeake  &  Ohio  Ry 

463 

362 

424 

132 

^rmco  Steel 

365 

211 

469 

164 

Chicago  Bridge  &  Iron 

272 

23 

70 

184 

irmour 

425 

421 

314 

193 

Chic,  Mill.  St.  Paul  RR 

488 

349 

49 

132 

Armstrong  Cork 

213 

418 

2?8 

184 

Chrysler 

116 

207 

288 

116 

Ashland  Oil  &  Ref. 

102 

120 

93 

106 

Cincinnati  Milling 

159 

46 

114 

206 

Associated  Dry  Goods 

190 

123 

140 

213 

CIT  Financial 

206 

377 

358 

101,213 

Atlantic  Richfield 

385 

114 

46 

106 

Cities  Sereice 

342 

326 

191 

106 

'Not  ranked. 
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WHERE  TO  FIND  A  COMPANY  continued 


Who's  Where 

Who's  Where  Who's  Who 

Industry 

Who's  Where 

Who's  Where 

Who's  Who 

Industry 

in 

In 

In  the 

Survey 

in 

in 

in  the 

Survey 

Profitability 

Growth 

Stock  Market 

Page.  No. 

Profitability 

Growth 

Stock  Market 

Page.  N« 

City  Investing 

189 

11 

19 

78 

Ex-Cell-0 

153 

179 

217 

206 

Ci^  Stores 

452 

« 

140 

213 

.   Fairchild  Camera 

4 

* 

« 

154 

Clark  Equipment 

120 

328 

259 

116 

Fairchild  Hiller 

290 

424 

64 

138 

Cluett,  Peabody 

195 

192 

213 

209 

Fairmont  Foods 

402 

458 

449 

193 

CNA  Financial 

• 

232 

* 

101 

Federated  Dept.  Stores 
Firestone  Tire 

'      138 
262 

297 
148 

350 
261 

212 

Coastal  States  Gas 

18 

104 

146 

218 

116 

Coca-Cola 

24 

129 

125 

190 

First  Natl.  Bank  Chi. . 

366 

230 

378 

101 

Colgate-Palmolive 

274 

237 

233 

193 

First  Natl.  City  Bank    • 

294 

228 

294 

101 

Collins  Radio 

320 

33 

85 

138 

First  National  Stores 

490 

486 

476 

213 

Colonial  Stores 

216 

243 

249 

213 

Fleming 

108 

222 

343 

212 

Colt  Industries 

* 

* 

59 

78 

Flintkote 

438 

465 

319 

184 

Columbia  Broadcasting 

77 

440 

88 

170 

Florida  Power  &  Light 

284 

337 

457 

218 

Columbia  Gas  System 

331 

279 

414 

218 

Fluor 

47 

12 

3 

206 

Combustion  Engineering 

209 

65 

166 

106 

FMC 

115 

153 

274 

80 

Commonwealth  Edison 

270 

326 

* 

431 

* 

218 
218 

Food  Fair  Stores 

380 

373 

363 

213 

Comsat 

Foote  Cone  &  Belding 

112 

459 

336 

193       1 

Cone  Mills 

453 

464 

268 

209 

Ford  Motor 

293 

472 

409 

116           ' 

Connecticut  General 

427 

236 

457 

101 

Foremost-McKesson 

121 

128 

489 

161, 193 

Consolidated  Edison 

415 

393 

486 

218 

Foster  Wheeler 

439 

* 

53 

206 

Cons.  Elect.  Indust. 

303 
137 

288 
106 

399 
131 

154 
193 

Fruehauf 

251 

448 

346 

116 

Consolidated  Foods 

GAF 

431 

125 

424 

78 

Consol.  Freightways 

28 

35 

16 

132 

Gambie-Skogmo 

417 

240 

328 

213 

Consol.  Natural  Gas 

401 

276 

437 

218 

Gen.  American  Trans. 

250 

388 

336 

101, 132 

Consumers  Power 

340 

333 

414 

218 

General  Cable 

35 

367 

95 

127 

Continental  Air  Lines 

* 

i"- 

* 

149 

General  Dynamics 

86 

481 

203 

138 

Continental  Can 

243 

138 

157 

216 

General  Electric 

128 

371 

399 

91,106 

Continental  Corp. 

472 

25 

* 

101 

154, 176 

Cont  ill.  Nat.  Bank 

297 

252 

319 

101 

General  Foods 

97 

362 

449 

193 

Continental  Oil 

307 

272 

357 

106 

General  Instruments 

* 

* 

* 

154 

Continental  Telephone 

« 

* 

* 

218 

Genera!  Mills 

167 

78 

217 

193 

Control  Data 

371 

17 

161 

101, 176 

General  Motors 

37 

419 

423 

116 

Cook  Coffee 

39 

69 

43 

212 

General  Public  Util. 

310 

386 

453 

218 

Corn  Products 

141 

427 

493 

193 

General  Tel.  &  Electric 

192 

222 

325 

218 

Corning  Glass 

67 

254 

283 

154 

General  Tire  &  Rubber 

180 

396 

272 

80,116 

Crane 

448 

95 

143 

184 

Genesco 
Georgia-Pacific 

212 
193 

89 
171 

195 
72 

209,  213 

Crocker-Citizens  Bank 

274 

347 

457 

101 

18*,  216  . 

Crown  Cork  &  Seal 

117 

79 

131 

216 

Getty  Oil 

355 

84 

82 

106 

Crown  Zellerbach 

330 

336 

393 

216 

Giant  Food 

184 

68 

33 

213 

Crum  &  Forster 

476 

26 

161 

101 

Gillette 

6 

309 

246 

190 

Cudahy 

75 

200 

475 

98 

404 

193 

116 

Gimbel  Bros. 

232 

150 

210 

213 

Cummins  Engine 

Glen  Alden 

399 

466 

404 

78 

Dana 

130 

360 

390 

116 

Goodrich,  B.  F. 

352 

246 

336 

116 

Dan  River  Mills 

420 

433 

280 

209 

Goodyear  Tire  &  Rubber 

222 

205 

303 

116 

Dayton  Corp. 

124 

28 

« 

212 

Grace,  W.  R. 

337 

3/4 

431 

78,  201  . 

Deere 

325 

471 

279 

116 

Grand  Union 

287 

181 

213 

213 

Del  Monte  Corp. 

269 

260 

375 

193 

Grant,  W.  T. 

105 

67 

81 

212 

Delta  Air  Lines 

16 

41 

51 

149 

Great  Atl.  &  Pac.  Tea 

.     406 

452 

453 

213 

Detroit  Edison 

355 

339 

474 

218 

Great  Northern  Ry. 

4/9 

478 

409 

132 

Diamond  International 

142 

183 

244 

216 

Great  Western  United 

* 

18 

213 

Diamond  Shamrock 

282 

430 

213 
228 

299 

138 

106,  201 
193,  213 

Greyhound 
Grinnell 

49 
172 

344 
36 

402 
255 

149 
206 

DIGiorgio 

Dist.  Corp.-Seagrams 

* 

>:= 

* 

193 

Grumman  Aircraft  Eng. 

50 

64 

99 

138 

Donnelley  R.R. 

214 

311 

263 

170 

Gulf  Oil 

231 

190 

225 

106 

Dow  Chemical 

179 

215 

363 

201 

Gulf  &  Western 

55 

10 

15 

78 

Doyle  Dane  &  Bernbach 

390 

111 

134 

193 
206 

Halliburton 

91 

117 

61 

106 

Dravo 

Hammermill  Paper 

317 

269 

204 

216 

Dresser  Industries 

161 

80 

42 

106 

Harris  Intertype 

205 

160 

109 

176, 206 

Duke  Power 

268 

273 

453 

218 

Hartford  Fire  Ins. 

469 

244 

310 

101 

Dun  &  Bradstreet 

48 

289 

328 

170 

Heinz,  H.  J. 

377 

172 

297 

193 

Du  Pont 

99 

411 

466 

201,  209 

Hercules 

121 

297 

314 

201 

Eastern  Air  Lines 

92 

>> 

188 

149 

Hershey  Foods 

87 

441 

445 

193 

Eastman  Kodak 

21 

59 

107 

170,201 

Hess  Oil 

171 

143 

37 

106 

Eaton  Yale  &  Towne 

148 

278 

168 

116 

Heublein,  Inc. 

5 

110 

45 

190 

El  Paso  Natural  Gas 

386 

434 

420 

218 

Hewlett  Packard   . . 

61 

66 

41 

154 

ELTRA 

327 

72 

51 

78, 116 

Honeywell 
Hoover 

169 
201 

321 

342 

253 
210 

154, 176 
154 

Emerson  Electric 

73 

119 

120 

154 

Engiehard  Min.  &  Chem. 

101 

42 

14 

127 

Hormel 

333 

73 

73 

193 

Essex  Wire 

41 

45 

67 

127 

Household  Finance 

136 

185 

263 

101,212 

Ethyl 

.  13 

130 

221 

201 

Hygrade  Food  Products 

477 

486 

153 

193 

Evans  Products 

165 

176 

32 

216 

Illinois  Central  Indus. 

481 

404 

128 

132 

A 

•Not  ranked. 
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WHERE  TO  FIND  A  COMPANY  continued 


Who's  Where 

Who's  Where 

Who's  Who 

Industry 

Who's  Where 

Who's  Where 

Who's  Who 

Industry 

in 
Profitability 

in 
Growth 

In  the 
Stock  Market 

Survey 
Page.  No. 

in 
Profitability 

in 
Growth 

in  the 
stock  Market 

Survey 
Page.  No. 

INA  Corp. 

478 

445 

431 

101 

Mercantile  Stores 

214 

142 

159 

213 

Indian  Head 

64 

150 

95 

209 

Merck 

20 

81 

148 

161 

Ingersoll-Rand 

60 

180 

343 

206 

Middle  South  Utilities 

366 

282 

343 

218 

Inland  Steel 

351 

306 

472 

164 

Midland-Ross 

312 

247 

170 

78 

Interchemical 

156 

323 

213 

201 

Minnesota  Min.  &  Mfg. 

46 

189 

246 

91 

Interco 

327 

51 

55 

209, 

213 

Missouri  Pacific  RR 

464 

450 

378 

132 

Interlake  Steel 

427 

277 

300 

164 

Mobil  Oil 

374 

244 

246 

106 

Intl.  Bus.  Machines 

59 

105 

138 

101, 

176 

Monsanto 

283 

409 

426 

201, 209 

Intl.  Harvester 

405 

430 

368 

91, 

116 

Morgan  Guaranty  Trust 

366 

252 

354 

101 

International  Milling 

443 

470 

359 

193, 

213 

Morrison-Knudsen 

459 

474 

461 

184 

Intl.  Min.  &  Chem. 

307 

469 

283 

201 

Motorola 

100 

156 

124 

154, 170 

International  Nickel 

« 

S 

' 

127 

Murphy,  G.  C. 

413 

357 

259 

213 

International  Paper 

392 

342 

368 

216 

National  Airlines 

:S 

* 

* 

149 

Intl.  Tel.  &  Tel. 

306 

144 

173 

80 

National  Biscuit 

98 

385 

75 

193 

Interstate  DepL  St 

129 

« 

118 

« 

129 

212 
101 

— 

National  Cash  Register 

346 

258 

250 

176 

Investors  Div.  Servs. 

National  Dairy  Prods. 

228 

320 

340 

193 

Iowa  Beef  Packers 

23 

54 

17 

190 

National  Dist.  &  Chem. 

384 

262 

237 

78, 193 

1  P  L  Inc. 

491 

482 

380 

193 

National  Gypsum 

447 

454 

266 

184 

Jewel  Companies 

196 

281 

268 

213 

National  Lead 

134 

446 

408 

91 

Jim  Waltei 

224 

94 

50 

184 

National  Life  &  Accident 

413 

230 

469 

101 

Johns-Manville 

341 

352 

261 

184 

National  Steel 

301 

391 

442 

164 

Johnson  &  Johnson 

164 

90 

107 

161 

National  Tea 

416 

443 

381 

213 

Jones  &  Laughlin  Steel 

« 

• 

S 

164 

Newberry,  J.  J. 

466 

2 

163 

213 

Kaiser  Alum.  &  Chem. 

302 

155 

404 

127 

New  England  Elec.  Sys. 

393 

324 

390 

218 

Kaiser  Industries 

436 

6 

99 

80, 

116 

Niagara  Mohawk  Power 

314 

402 

4/7 

218 

Kaiser  Steel 

177 

5 

48 

164 

Norfolk  &  Western 

419 

442 

453 

132 

Kayser-Roth 

194 

305 

221 

209 

Norns  Industries 

36 

16 

65 

138 

Keiiogg  Co. 

32 

264 

457 

190 

North  Am.  Rockwell 

168 

461 

354 

116, 138 

Kelsey   Hayes 

391 

114 

106 

116 

Northeast  Airlines 

# 

« 

# 

149 

Kennecott  Copper 

346 

380 

199 

127 

Northeast  Utilities 

303 

328 

386 

218 

Kerr  McGee 

146 

217 

75 

106 

Northern  III.  Gas 

217 

398 

479 

218 

Kidde  (Walter) 

289 

20 

24 

78 

Northern  Natural  Gas 

335 

331 

393 

218 

Kimberly-Clark 

381 

387 

414 

193,216 

Northern  Pacific 

* 

« 

« 

132 

Koppers 

433 

126 

182 

91 

Northern  States  Power 

229 

401 

468 

218 

Kresge 

273 

32 

10 

213 

Northrop 

246 

159 

120 

138 

Kroger 

222 

299 

354 

213 

Northwest  Airlines 

19 

4|0 

34 

149 

Lear-Sieglar 

211 

116 

58 

154 

Northwest  Industries 

* 

29 

78, 132 

Lea  SCO  Data  Proc 

• 

3 

1 

101 

Norton 

404 

449 

414 

193,  206 

Libbey-Owens-Ford 

156 

428 

381 

116, 

184 

Norton  Simon 

# 

86 

* 

193 

Ubby,  Mc.eill  &  Ubby 

480 
427 

348 
432 

319 
399 

193 
193 

— 

Occidental  Petroleum 

103 

7 

22 

106 

Liggett  &  Myers  Tob. 

Qgden  Corp. 

183 

39 

30 

78 

Ully,  £11 

57 

77 

112 

161 

Dim  Mathieson  Chem. 

333 

378 

150 

78 

Lincoln  National 

408 

357 

449 

101 

Otis  Elevator 

256 

455 

386 

184 

Ling-Temco-Vought 

43 

21 

11 

80 

Outboard  Marine 

241 

97 

110 

170 

Litton  Industries 

29 

162 

163       • 

80 

Owens-Corning  Fibergl. 
Owens-Illinois 

327 
232 

399 
296 

359 
235 

184 

Lockheed  Aircraft 

79 

390 

303 

138 

216 

Long  Island  Lighting 

257 

309 

463 

218 

Pabst  Brewing 

176 

76 

40 

193 

Loriilard,  P. 

155 

395 

245 

193 

Pacific  Car  &  Foundry 

31 

224 

393 

206 

Louisville  &  Nashville 

475 

436 

445 

132 

Pacific  Gas  &  Elect. 

324 

287 

368 

218 

Lowenstein,  M.  &  Sons 

465 

63 

136 

209 

Pacific  Lighting 

400 

435 

449 

218 

Lucky  Stores 

15 

31 

28 

212 

Pan  Am.  World  Airways 

93 

318 

170 

149 

Marcor  Inc. 

483 

203 

251 

213,216 

Panhandle  East.  Pipe  L. 

81 

301 

420 

218 

Macy,  R.  H. 

253 

102 

186 

213 

Penn  Central 

* 

121 

126 

132 

Magnavox 

8 

47 

117 

154, 

170 

Penney,  J.  C. 

83 

173 

195 

212 

Malone  &  Hyde 

125 

53 

87 

212 

Pennsalt  Chemicals 

295 

292 

297 

201 

Manufact.  Hanover  Trust 

321 

226 

283 

101 

Pennzoil  United 

* 

* 

« 

106 

Marathon  Oil 

239 

198 

213 

106 

Peoples  Gas  Co. 

260 

261 

445 

218 

Marine  Midland 

248 

251 

309 

101 

Pet  Inc. 

422 

275 

275 

193 

Marshall  Field 

270 

235 

253 

213 

PepsiCo. 

53 

209 

200 

193 

Martin  Marietta 

315 

383 

296 

78 

Pfizer,  Chas. 

88 

284 

290 

161 

Massey-Ferguson 

« 

* 

* 

116 

Phelps  Dodge 

220 

444 

294 

127 

May  Department  Stores 

286 

421 

386 

213 

Phila.  Electric 

300 

397 

463 

218 

Mayer  (Oscar) 

279 

186 

188 

193 

Philip  Morris 

131 

99 

142 

193 

MacDonald's,  LF. 

4 

34 

103 

212 

Phillips  Petroleum 

363 

351 

314 

106 

McDonnell  Douglas 

298 

112 

38 

138 

Pillsbury 

325 

258 

192 

193 

McGraw-Edison 

196 

175 

.  207 

154 

Pittston 

246 

216 

151 

106 

McGraw-Hill 

57 

161 

101 

170 

Polaroid 

.   12 

22 

44 

170 

McLouth  Steel 

412 

463 

477 

164 

Porter,  H.  K. 

445 

462 

340 

206 

Mead 

417 

417 

409 

216 

Potlatch  Forests 

456 

50 

173 

216 

Melville  Shoe 

11 

43 

21 

209, 212 

PPG  Industries 

410 

414 

275 

91,184 

•Not  ranked. 
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WHERE  TO  FIND  A  COMPANY  continued 


Who's  Where 

Who's  Where 

Who's  Who 

Industry 

Who's  Where 

Who's  Wher< 

)  Who's  Who 

Industry 

in 

in 

in  the 

Survey 

in 

in 

in  the 

Survey 

Profitability 

Growth 

Stock  Market 

Page. 

No. 

Profitability 

Growth 

Stock  Market 

Page.  No. 

Procter  &  Gamble 

111 

227 

368 

193 

Super  Valu  Stores 

76 

271 

306 

212 

Provident  Life  &  Ace. 

317 

308 

482 

101 

Swift 

474 

477 

314 

193 

Public  Service  Elect. 

238 

314 

437 

218 

Sybron 

143 

135 

113 

154 

Pullman 

376 

217 

237 

206 

Tecumseh  Products 

,56 

85 

207 

206 

Purex  Corp. 

132 
251 

174 
192 

368 
235 

193 
193 

— 

Teledyne 

94 

9 

7 

78, 154 

Quaker  Oats 

Tenneco 

265 

250 

283 

78,218 

Radio  Corp.  of  America 

66 

95 

251 

154, 

170 

Texaco 

119 

249 

346 

106 

176 

Texas  Eastern  Trans. 

190 

204 

263 

218 

Ralston  Purina 

219 

282 

300 

193 

Texas  Gas  Transmission 

278 

182 

292 

218 

Rapid  American 

10 
276 

14 
82 

13 
36 

212 
138 

— 

Texas  Gulf  Sulphur 

54 

15 

35 

127 

Raytheon 

Texas  Instruments 

107 

166 

92 

154 

Reliance  Electric 

139 

150 

70 

154 

Texas  Utilities 

173 

331 

437 

218 

Republic  Steel 

388 

209 

375 

164 

Textron 

85 

70 

47 

80 

Revere  Copper  &  Brass 

220 

73 

275 

127 

Thriftimart 

316 

383 

306 

213 

Revlon 

90 

170 

169 

193 

Thrifty  Drug  Stores 
Time  Inc. 

118 
68 

356 
197 

362 
83 

212 

Rexall  Drug  &  Chemical 

144 

145 

31 

78 

170 

Reynolds  Metals 

407 

406 

328 

127 

Times-Mirror 

149 

122 

89 

170 

Reynolds,  R.  J.  Tobacco 

80 

367 

445 

193 

Timken  Roller  Bearing 

109 

426 

393 

116 

Richardson-Merrell 

154 

248 

188 

161, 

193 

Trans  World  Airlines 

72 

437 

281 

149 

Rohm  &  Hass 

204 

400 

404 

201 

Transamerica 

411 

220 

163 

101 

Rohr  Corp. 

186 

61 

89 

138 

Transcont.  Pipe  L. 

123 

136 

325 

218 

Ryan  Aeronautical 

152 

30 

25 

116, 

138 

Travelers  Corp. 

449 

333 

490 

101 

Saint  Paul  Companies 

450 

190 

310 

101 

TRW 

84 

108 

59 

80, 116 

Safeway  Stores 

150 

353 

442 

213 

Union  Camp 

281 

274 

292 

216 

St.  Regis  Paper 

433 

285 

319 

216 

Union  Carbide 

182 

437 

482 

201,  91 

Santa  Fe  Industries 

471 

456 

202 

132 

Union  Electric 

239 

355 

467 

218 

Schenley  Industries 

457 

83 

69 

193 

Union  Oil  of  Calif. 

227 

88 

146 

106 

Schlitz,  Jos.  Brewing 

338 

165 

153 

193 

Union  Pacific  RR 

451 

369 

306 

132 

Schlumberger 

280 

167 

74 

106, 

154 

Uniroyal 

369 

75 

104 

116 

SCM  Corp. 

424 
73 

49 
131 

62 
180 

78, 
212 

176 

United  Air  Lines 

196 

133 

217 

149 

Scott  Lad  Foods 

United  Aircraft 

234 

60 

126 

138 

Scott  Paper 

261 

408 

472 

216, 

193 

United  Fruit 

444 

13 

68 

193 

Scoville  Mfg. 

372 

52 

75 

127 

United  Merch.  &  Mfrs. 

360 

149 

194 

209, 213 

Seaboard  Coast  Line  RR 

* 

* 

393 

132 

United  Utilities 

181 

294 

257 

218 

Sears,  Roebuck 

147 

263 

333 

101, 

212 

Universal  Leaf  Tobacco 

236 

325 

225 

213 

Sec.  Pac.  Natl.  Bank 

291 

241 

303 

101 

Universal  Oil  Products 

135 

19 

133 

106 

Shell  Oil 

178 

199 

281 

106 

Upjohn 

114 

361 

381 

161 

Sherwin-Williams 

362 

403 

368 

184 

U.S.  Fidelity 

458 

187 

381 

101 

Shoe  Corp.  of  America 

332 

256 

84 

209 

U.S.  Freight 

62 

163 

143 

132 

Signal  Cos. 

394 

194 

257 

78, 

106 

U.S.  Gypsum 

387 

460 

426 

184 

Sinclair  Oil 

432 

164 

105 

106 

U.S.  Industries 

106 

8 

20 

78 

Singer 

305 

379 

436 

78 

U.S.  Ply.-Champ.  Papers 

349 

307 

179 

216 

Smith,  A.  0. 

441 

92 

231 

116 

U.S.  Steel 

454 

415 

479 

164 

Smith  Kline  &  French 

9 

372 

479 

161 

USM  Corp. 

435 

366 

224 

206 

Southern  Calif.  Edison 

353 

338 

402 

218 

Virginia  Elec.  &  Power 
Vornado 

259 
94 

314 
364 

461 
65 

218 

Southern  Co. 

373 

323 

426 

218 

212 

Southern  Pacific 

461 

346 

363 

132 

Hiram  Walker 

210 

266 

310 

193 

Southern  Ry. 

461 

389 

431 

132 

Walgreen 

174 

168 

78 

213 

Southland  Corp. 

44 

56 

118 

212 

Ward  Foods 

253 

» 

12 

193 

Spartans  Industries 

208 
14 

451 
131 

158 

* 

209,  213 
212 

Warner-Lambert 

34 

239 

173 

161, 193 

Sperry  &  Hutchinson 

Wells  Fargo  Bank 

360 

242 

361 

101 

Sperry  Rand 

350 

37 

153 

78, 

176 

West  Point-Pepperell 

322 

303 

204 

209 

Springs  Mills 

467 

480 

173 

209 

West  Va.  Pulp  &  Paper 

389 

139 

272 

216 

Squibb  Beechnut 

185 

339 

* 

161, 

193 

Western  Air  Lines 

* 

<: 

# 

149 

Standard  Brands 

145 

195 

340 

193 

Western  Bancorp. 

343 

265 

390 

101 

Standard  Oil  of  Calif. 

257 

316 

333 

106 

Western  Union 

470 

447 

346 

218 

Standard  Oil  (Ind.) 

398 

176 

195 

106 

Westinghouse  Electric 

336 

107 

177      9] 

,  106, 154 

Standard  Oil  (N.J.) 

230 

341 

409 

106 

Weyerhaeuser 

249 

124 

123 

216 

Standard  Oil  (Ohio) 

187 

154 

192 

106 

Wheeling  Steel 

489 

48 

426 

164 

Stauffer  Chemical 

202 

319 

350 

201 

Whirlpool 

White  Consolidated 

45 
38 

293 
4 

180 
4 

154 

Sterling  Drug 

27 

202 

177 

161, 

190 

78 

Stevens,  J.  P. 

402 

200 

230 

209 

White  Motor 

160 

225 

232 

116 

Stokely-Van  Camp 

396 

62 

229 

193 

Whittaker  Corp. 

69 

1 

2 

78 

Stop  &  Shop 

241 

322 

210 

213 

Wickes  Corp. 

78 

312 

185 

184,212 

Studebaker-Worthington 

63 

• 

237 

78 

Winn-Dixie  Stores 

40 

317 

368 

212 

Sun  Oil 

322 

145 

115 

106 

Woolworth,  F.  W. 

348 

369 

319 

213 

Sunbeam 

363 

468 

350 

154 

Xerox 

2 

24 

78 

176 

Sunray  DX  Oi! 

* 

* 

« 

106 

Youngstown  Sheet  &  Tube 

423 

420 

437 

164 

Supermarkets  General 

22 

38 

225 

212 

Zayre 

7 

27 

6 

212 

Super  Foods  Services 

395 

• 

63 

213 

Zenith  Radio 

30 

109 

271 

154, 170 

*Not  ranked. 
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One  good  sales  picture  is 
worth  a  tliousand  words. 


KEENE 

CORPORATION 


299  Park  Avenue,  New  York,  N.Y.  10017 


WeVe  just  begun  to  grow. 
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{Continued  from  page  10) 
Corp.  in  early  1968.  Kerns  added  an 
estimated  $10  million  to  Pennsalt 
sales  and  $500,000  to  Pennsalt  earn- 
ings. We  don't  go  back  and  readjust 
Pennsalt's  sales  average  to  include 
Kerns'  sales.  Therefore,  an  acquisi- 
tion automatically  improves  a  com- 
pany's sales  growth  on  the  Yardsticks. 

One  other  important  point:  con- 
vertibles. At  the  end  of  1967  Diamond 
Shamrock  had  $22.97  per  share  in 
total  stockholders*  equity.  However, 
part  of  its  equity  was  several  million 
shares  of  cumulative  convertible  pre- 
ferred with  a  liquidation  value  of 
about  $150  million.  That  works  out 
to  $12.65  per  common  share.  Some 
might  subtract  the  liquidation  value 
of  the  convertibles  to  come  up  with 
a  common  equity  of  $10.31  per  share. 
Latest  12-month  earnings  of  $2  per 
share,  would  give  a  19.3%  return. 

But  we  give  Diamond  Shamrock  an 
11.3%  return  on  equity  (/  on  table,  p. 
10).  That's  because  we  assume  con- 
version of  convertibles  in  computing 
equity.    After   all,    the    shares    almost 


surely  will  be  converted  some  day. 
Each  company  is  ranked  twice  on 
each  Yardstick;  once  as  to  where  it 
stands  in  its  own  industry  (figures 
within  parentheses ) ;  and  where  it 
stands  in  the  Forbes  .500.  Thus  there 
are  ten  rankings  in  all.  A  handy  guide 
to     each     company's     standing     for 


Growth  and  for  Profitability  among 
the  500  is  contained  in  the  "Who's 
Where"  tables  in  the  front  of  the 
magazine.  The  industry  rankings  are 
contained  in  the  industry  surveys. 
(To  find  an  industry,  see  page  5.) 
An  additional  "Who's  Who"  table 
(p.  53)  gives  stock  market  data  for 
each  of  the  500. 

The  ratings  are  about  as  objective 
as  it  is  possible  to  make  them.  We 
•set  the  rules  and  turn  them  along 
with  the  basic  data  over  to  EPG  Com- 
puter Services,  and  they  program  it 
into  their  computer.  The  computer 
goes  to  work  and  out  come  the  Forbes 
rankings.  It  doesn't  much  matter 
whether  we  like  the  company  or 
whether  the  company  likes  us.  The 
rules,  as  applied  by  the  computer, 
decide  who  ranks  where.  Thus  Avon 
doesn't  like  us,  but  we  can't  help 
giving  them  a  high  ranking. 

Which  is  why  our  rankings  are  so 
valuable:  They're  impartial,  based  on 
carefully  worked-out  criteria  as  to 
what  Forbes  thinks  good  manage- 
ment should  accomplish.  ■ 


r 


Forbes  Annual  Reports  on  Ameri- 
can Industry  are  based  on  the 
principle  that  management's  bed- 
rock responsibility  is  to  make  stock- 
holders' money  grow  over  the  long 
term.  A  fundamental  way  to  mea- 
sure this  is  through  return  on  stock- 
holders' equity  over  a  reasonably 
long  period  {see  story).  But  other 
numbers  are  important,  too.  The 
trend  should  be  right;  that  is,  the 
most  recent  component  (latest  12 
months)  in  the  average  as  well  as 
the  five-year  average  itself  should 
be  high.  Then,  too,  the  high  re- 
turn should  not  be  achieved  en- 
tirely by  capital  leverage;  return 
on  total  capital,  including  bor- 
rowed money,  should  be  superior. 
And,  finally,  earnings  should  be 
showing  significant  and  steady 
growth. 

Keeping  all  these  standards  in 
mind,  the  editors  of  Forbes  have 
selected  the  ten  companies  listed 
at  right  as  the  most  adroit  users  of 
capital  among  the  500  largest  pub- 
licly owned  companies  in  the  U.S. 
Not  in  sheer  size  but  in  fiscal 
efficiency,  these  are  the  tops. 

Because  the  criteria  are  so  tough, 
the  ten  are  not  the  same  ten  that 
topped  the  Forbes  Profitability 
rankings  which  start  on  page  37. 
"Automatic "  Sprinkler,  for  example, 
failed  to  qualify  because  its  recent 
12-month  figure  fell  well  below 
standard.     Litton     Industries    and 


-^/Ht    lUH  itN 

Five-year 

Latest  12 

Return  on 

S-year  growth 

return  on 

months  return 

total  capital 

in  earnings  per 

Company 

equity 

on  equity 

(5-year-average) 

share 

Xerox 

43.6 

30.3 

22.0 

32.4% 

Avon  Products 

43.4 

38.5 

41.4 

16.4 

HeubleJn 

36.4 

39.5 

21.2 

15.8 

Magnavox 

33.5 

31.4 

29.2 

23.8 

Melville  Shoe 

30.5 

31.1 

18.6 

24.4 

Polaroid 

30.4 

27.9 

30.5 

35.9 

Sperry  &  Hutchison 

29.7 

24.9 

25.2 

13.7 

Merck  &  Co. 

27.6 

27.4 

27.9 

17.8 

Eastman  Kodak 

27.2 

23.9 

26.9 

20.2 

Zenith  Radio 

24.7 

25.0 

24.9 

16.0 

^ 


Zayre  Corp.  fell  off  for  the  same 
reason.  Rapid  American  didn't 
make  the  Top  Ten  list  because  its 
high  return  was  achieved  largely 
through  leverage;  its  return  on 
total  capital  was  actually  below 
average.  E.F.  MacDonald  was  kept 
off  by  its  high  leverage  and  lack 
of  a  significant  earnings  record. 

Three  highly  profitable  compa- 
nies, Coca-Cola,  GiUette  and 
Smith  Kline  &  French  fell  short 
on  one  count  alone:  While  highly 
profitable,  they  had  only  average 
rates  of  earnings  growth. 

Significantly,  not  a  single  multi- 
company  made  the  list.  The  com- 
panies that  did  make  it  were  es- 
sentially managed  by  good  busi- 
nessmen rather  than  fancy  finan- 
ciers. 

Four  of  the  ten  were  companies 
involved  essentially  in  distribution; 
Avon,  Heubleir,  Sperry  &  Hutchi- 
son,  Melville   Shoe.   This  in   itself 


V^. 


is  not  surprising,  because  distribu- 
tion generally  requiies  less  capital 
than  does  manufacturing  or  finance 
or  transportation,  and,  therefore, 
a  high  return  on  equity  is  more 
easily  achieved.  But  this  does  not 
apply  to  others  in  the  Top  Ten, 
such  as  Kodak  or  Xerox. 

Is  diere,  then,  any  single  char- 
acteristic that  all  of  the  Top  Ten 
share?  Only  one,  but  it  is  highly 
important:  Each  of  these  com- 
panies sells  clearly  identifiable, 
branded  products  with  high  repu- 
tations in  their  field — Xerox,  Ko- 
dak, Merck,  Polaroid,  Magnavox, 
S&H  (Green  Stamps).  The  prod- 
ucts are  backed  in  e\'ery  single 
case,  by  an  image  of  quality,  the 
kind  of  image  that  can  be  created 
only  by  superior  products  backed 
by  superior  advertising  and  pro- 
motion. 

Which  is  food  for  thought  for  all 
managements! 


.J 
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Rapid-American 

The  company  and  the  concept 


RAPID-AMERICAN 
CORPORATION 


JOSEPH  H. 
COHEN 
&SONS 


,    CROSS    ■  McCRORY 

I  ll^^m  I      CORPORATION 


LEEDS 
TRAVELWEAR 


, 

-. — — , , 

I         McCRORY-         1  , 
■   McLELLAN-GREEN  1  ^ 

1  LERNER  1   OTASCO-  1                       1 
KLEIN  I  SHOPS  I  economy!   BEST  &  CO.  1 
|'.r.S'r,J      AUTO     1 

CORPORATION      ^^^^^^^^| 

pi^FfElF^"""ll  ---  1 

1 

1                             1 

INTERNATIONAL 
PLAYTEX 


ILC 

I  INDUSTRIES.  I 

INC. 


SCHENLEY 

INDUSTRIES. 

INC. 

M%  amOVt  Of  m«  *M*n 


Fashion  Creators  Since  1897 


This  is  JOSEPH  H-  COHEN  &  SONS 

World's  largest  producer  of  men's  hand-detailed  suits  and  sportcoats . . .  a  highly 
successful,  thoroughK-  modern  operation  built  on  the  principle  that  great  art  in 
fashion  can  he  sensibly  priced.  Joseph  H.  Cohen  &  Sons  executive  offices:  1290 
Avenue  of  the  Americas,  New  York  10019 

Rapid-American  executive  offices:  711  Fifth  Avenue,  New  York  10022 


DRBES,  JANUARY  1,  1969 


PAN  AM  sees  clear  round  the  world 


with  the  new  DatagraphiX  1110. 

(The  computer  display  with  expanded  vision.) 


You  should  know  why  Pan  American  World  Airways  chose  the  Stromberg  DatagraphiX  1110  Display  System  as  the 
new  link  between  its  sales  agents  and  the  central  computer  in  PANAMAC®,  Pan  Am's  worldwide  reservation  system 
serving  161  cities  on  six  continents.  If  you  have  a  requirement  for  high  speed  data  entry  and  retrieval,  consider  these 
advantages: 


1 


3 


2 


4 


The  DatagraphiX  1110  is  the  easiest-to-read  dis- 
play in  the  industry.  It  uses  the  CHARACTRON'* 
Shaped  Beam  Tube  that  instantaneously  prints 
each  character  clearly  onto  the  tube  face  in  a 
single  impression,  the  same  way  the  letters  on 
this  page  were  printed.  And  just  as  comfortable 
to  read.  And  it's  fast  — displaying  information  at 
speeds  up  to  50,000  characters  a  second. 

Compatible  with  your  present  computer  system. 

Just  plug  it  in.  The  DatagraphiX  1110  is  presently 
installed  with  IBM's  System  360— and  others  — 
without  program  or  hardware  modifications.  You 
can  phase  in  1110  display  terminals  as  you  need 
them— without  disrupting  your  present  operation. 

With  the  DatagraphiX  1110,  Pan  Am  now  sees  round  the  world.  But 
you're  looking?  For  a  demonstration  of  the  new  DatagraphiX  1110 
DatagraphiX  1110,  P.O.  Box  2449,  San  Diego,  California  92112. 

Stromberg  Datagraphics,  Inc.  •  a  General  Dynamics  subsidiary 
76 


Expands  the  capacity  of  your  present  system. 

The  1110's  programmable  controllers  can  accept 
a  share  of  the  responsibility  for  storing  and  proc- 
essing information  — expanding  your  present 
computer  capacity,  and  reducing  communications 
costs.  Each  terminal  contains  built-in  control  fea- 
tures which  give  the  unit  the  flexibility  to  adapt  to 
new  applications  as  your  business  grows. 

Has  full  editing  capability.  You  can  go  back  and 
insert  words,  delete  words,  or  add  complete  lines 
—and  the  text  automatically  opens  or  closes  to 
adjust  for  spacing.  Big  10"  x  10"  screen  avoids 
crowding,  accommodates  both  vertical  and 
horizontal  formats;  displays  35  lines  of  text.         j 

equally  important— into  the  future.  Isn't  this  v/here 
Display  System,  contact  us  now.  Write  Stromberg 
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The  Multicompanies:  Conglomerate, 
Agglomerate  and  In-Between 


Amidst  the  fancy  bookkeeping,  the  constant  headlines,  the  rhe- 
toric and  rationalization,  certain  basic  questions  remain  unan- 
swered about  the  most  spectacular  corporate  form  of  the  1960s. 


iiT  the  very  moment  when  a  large 
egment  of  U.S.  industry  appeared  to 
ave  taken  up  the  conglomerate  idea, 
be  idea  itself  was  becoming  increas- 
igly  suspect.  Conservative  observers 
ad  long  questioned  whether  over  the 
ong  term  it  was  possible  for  a  single 
ompany  to  cope  with  the  complex 
iroblems  of  operating  a  half  dozen  or 
lore  different  businesses,  much  less 
chieve  the  high  earnings  goals  most 
•oiifilomerate  companies  had  set  for 
hemselves.  But  no  one  really  knew. 
The  whole  idea  was  just  too  new. 

In  1967,  however,  FMC,  one  of  the 
)I{iest  and  most  successful  conglomer- 
itcs,  reported  a  sharp  decline  in  earn- 
nus,  its  first  year-to-year  decline  in 
7  years.  FMC  wasn't  alone.  General 
Tilt'  s  often  erratic  earnings  fell  49? 
)ne  of  the  more  highly  touted  of  the 
)e\ver  conglomerates,  "Automatic 
piinkler,  fell  une.xpectedly  short  ol 
ts  1967  earnings  projections  and  in 
[96S  plunged  headlong  into  trouble. 
i\  the  end  of  September,  earnings 
vere  ofiF  78%. 


Then  in  January  the  mightiest  and 
most  glamorous  of  them  all,  Litton 
Industries,  announced  that  its  fiscal 
1968  earnings  were  destined  to  fall — 
17%  as  it  turned  out — and  admitted 
ominously  that  "certain  deficiencies  of 
management  personnel"  were  mainly 
responsible.  There  were  other  disap- 
pointments as  well.  LTV's  nine-month 
earnings  were  off  6.8%,  Ogden's  31%, 
and  even  Textron — that  very  model 
of  a  major  conglomerate — could  man- 
age no  more  than  a  1.4%  gain. 

There  cannot  be  much  doubt  that 
the  conglomerate  idea  had  been  over- 
sold. Its  proponents  had  hailed  it  as 
the  corporate  archetype  of  the  next 
half  century,  "the  quintessence  of 
modern  management,"  as  Walter 
Kidde's  president,  Franc  M.  Ricciardi, 
called  it.  Change  was  the  governing 
principle  of  contemporary  life,  and 
only  the  conglomerate  corporation — 
free-form,  multi-industry — could  pro- 
vide the  flexibility  to  cope  with  it. 
Day-to-day  operations  were  no  longer 
the   big   thing.    What  mattered  was 

■GLOSSARY:  THREE  OF  A  KIND- 


the  management  of  capital.  Through 
an  astute  combination  of  mathematics 
and  management  a  conglomerate  was 
supposed  to  become  more  than  the 
sum  of  its  parts.  "Shaped  by  change," 
orated  Gulf  &  Western's  president, 
David  Judelson,  the  conglomerate  "re- 
sponds to  change  and  will  continue  to 
meet  its  challenges.  Today  it  is  al- 
ready the  corporation  of  tomorrow." 
In  its  simplest  terms,  the  notion  of 
bringing  together  a  number  of  un- 
related businesses  within  the  same 
corporation  was  anything  but  new. 
There  are  close  to  a  dozen  apparently 
traditional  U.S.  corporations,  ranging 
from  General  Electric  to  Koppers 
Co.,  which  possess  a  breadth  of  un- 
related diversification  at  least  as 
great  as  that  of  the  so-called  con- 
glomerates. {See  Multi-Industry  Com- 
panies, page  91.)  Most  of  them  be- 
came so  through  internal  growth 
rather  than  recent  acquisitions,  but 
the  route  is  less  important  than  the 
results,  and  in  financial  terms  the  re- 
sults are  rarely  brilliant.  As  the  Forbes 
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As  INDUSTRY  has  become  increas- 
ingly diversified,  it  has  become 
correspondingly  difiBcult  to  classify 
companies  according  to  their  tra- 
ditional industry'  groupings.  Which 
is  why  this  year  Forbes  has  re- 
duced its  former  33  industry 
classifications  to  just  23  broader 
groups.  But  even  these  broad 
groupings  can  no  longer  hold  cer- 
tain big  companies.  Their  busi- 
nesses now  sprawl  over  two,  three, 
a  half  dozen  or  more  industry 
categories. 

Such  companies  we  now  classify 
as  multicompanies.  It's  a  broad 
generic  term;  there  is  more  than 
one  kind  of  multicompany.  An  oil 
company  may  have  made  acquisi- 
tions in  truck  manufacture,  aero- 
space and  banking,  for  instance, 
not  out  of  any  preconceived  plan 
but  because  an  opportunity  pre- 
sented itself.  Such  multicompanies 
— at  least  if  no  one  of  their  busi- 
nesses provides  as  much  as  50%  of 


their  sales  (or  sometimes  profits) 
— we  now  classify  as  agglomerates. 
Ther^  are  a  handful  of  multi- 
companies,  however,  that  started 
out  as  agglomerates  but  have  since 
become  something  else — conglom- 
erates, as  we  now  classify  them. 
These  are  companies  that  over  the 
years  have  devised  a  strategy  for 
realizing  their  long-tenn  objectives. 
A  former  textile  company  that  di- 
versified broadly  in  manufactur- 
ing sets  itself  a  number  of  rigid 
financial  goals  and  demonstrates 
its  ability  to  achieve  them  on  a 
regular  and  consistent  basis.  An 
aerospace  company  hits  upon  a 
management  and  financial  struc- 
ture capable  of  controlling,  unify- 
ing and  extending  its  businesses. 
These  are,  in  short,  disciplined  ag- 
glomerates. 

.  Paralleling  the  agglomerates  is 
another  group  of  multicompanies 
that  we  now  classify  as  multi-in- 
dustry companies.  These  have  fol- 


lowed the  logical  extensions  of 
their  original  businesses — largely 
through  internal  development — 
and  have  acquired  a  spread  of 
seemingly  unrelated  businesses  as 
broad  as  that  of  most  of  the  ag- 
glomerates or  conglomerates:  An 
electrical-equipment  company  that 
moves  beyond  light  bulbs,  appli- 
ances or  steam  generators  into  at- 
omic power,  computers  and  jet  en- 
gines. Or  a  diversified  company 
founded  on  the  multiple  uses  of 
coal  that  loses  its  original  cohesive- 
ness  once  it  loses  its  raw-material 
base.  The  variations  within  the 
group  are  enormous — not  only  in 
style  of  diversification  but  also  in 
organization  and  rationale — but 
that's  part  of  what  makes  a  multi- 
company  a  multicompany. 

In  short,  we're  deafing  with 
companies  that  don't  have  much 
in  common  except  for  their  divers- 
ity. They're  not  companies  but 
multicompanies. 
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MULTICOMPANIES 
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'  Yardsticks  make  abundantly  clear,  the 
multicompany — conventional  or  con- 
glomerate— is  anything  but  a  resound- 
ing success.  There  are,  it  is  true, 
managerial  triumphs  like  Textron. 
But  they  are  the  exceptions  rather 
than  the  rule.  The  bulk  of  U.S.  multi- 
companies  score  well  below  the  me- 
dian for  U.S.  industry  at  large  in  Prof- 
itability, while  their  Growth  records 
are  more  modest  than  their  aspirations 
would  suggest.  This  is  true  of  the 
older  multicompanies  as  well  as  the 
newer  conglomerate  types. 

The   Pragmatists 

That  this  should  be  so  is  hardly 
surprising.  Many  of  the  U.S.'  multi- 
companies  are  patchworks  of  diver- 
sity, formed  as  accident  or  oppor- 
tunity permitted.  They  diversified — 
or  most  of  them  did — out  of  necessity 
rather  than  calculation,  sometimes 
because  their  original  businesses  were 
dving   or   going  nowhere,   sometimes 


because  they  were  threatened  with 
takeovers  themselves,  sometimes  sim- 
ply because  their  managements  were 
eager  to  make  a  name  for  themselves. 
The  conglomerators  like  to  talk  as  if 
the  challenge  of  change  was  tech- 
nological. But  it  rarely  has  been.  The 
clearest,  if  most  extreme,  example  of 
the  change  that  most  companies  face 
was  Studebaker,  which  discovered  that 
a  company  its  size  could  no  longer 
survive  in  the  auto  industry.  To  sal- 
vage its  remaining  assets  and  its  tax 
shelter,  Studebaker's  solution  was  to 
diversify,  liquidate  its  auto  business, 
and  finally  merge  with  Worthington 
to  form  a  broadly  diversified  capital- 
goods  combine.  It  was  an  act  of  des- 
peration rather  than  of  inspiration. 

Even  Textron,  which  popularized 
the  conglomerate  idea,  diversified 
originally  in  a  haphazard  effort  to 
escape  the  cycles  in  its  textile  busi- 
ness. This  same  expediency  has  dom- 
inated the  newer  companies  that  have 


moved  into  the  multicompany  ranks 
in  recent  years.  Take  SCM,  for  in- 
stance. Riding  a  boom  in  photocopy- 
ing, SCM  cashed  in  on  its  high  price/ 
earnings  ratio  by  diversifying  into  ap- 
pliances (Proctor-Silex),  paints,  chem- 
icals and  foods  (Glidden)  and  paper 
(Allied).  And  just  in  time.  Last  year 
its  photocopy  profits  were  off  badly. 
Or  take  the  Signal  Cos.  As  a  non- 
integrated  oil  company  Signal  faced 
considerable  competitive  disadvan- 
tages, so  it  moved  into  aerospace 
( Garrett ) ,  trucks  ( Mack ) ,  banking 
and  broadcasting.  Not  very  different ; 
was  Northwest  Industries — successor  . 
to  the  marginal  Chicago  &  North 
Western  Railway.  It  moved  first  into 
chemicals  and  then  last  year  picked 
up  a  second-string  agglomerate,  Phil- 
adelphia &  Reading,  as  a  means  of 
cashing  in  on  the  enormous  and  seem- 
ingly inexhaustible  tax-loss  carry- 
forwards generated  by  the  railroad., 
When  Singer  found  its  original  sew- ' 
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AGGLOMERATES:   YARDSTICKS  OF  MANAGEMENT  PERFORMANCE 


PROFITABILITY:  17th  of  23. 

GROWTH:  4th  of  23. 

RANKING:    A- 

-RANKING  IN 

FORBES  500 

B— RANKING 

IN  AGGLOMERATES  GROUP 

S-year 

average  return  on 

stockholders'  equity 

Latest  12-inonth 

return  on 

stockholders'  equity 

5-year 

combirHNi  return  on 

debt  and  equity 

5-year* 

annual  increase 

in  sales 

S-year* 

annual  increase  in 
per-share  earnings 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

"Automatic"  Sprinkler 

1 

(1) 

65.2 

304 

(17) 

11.0 

13 

(1) 

23.6t 

6 

(4) 

74.0H 

134 

(13) 

13.7« 

White  Consol.  Indus. 

38 

(2) 

23.1 

22 

(2) 

24.4 

163 

(6) 

11.7 

5 

(3) 

79.7 

4 

(2) 

93.4 

Gulf  &  Western 

55 

(3) 

21.0 

44 

(3) 

20.2 

164 

(7) 

11.6 

7 

(5) 

65.2 

10 

(5) 

53.0 

Studebaker-Worth. 

63 

(4) 

20.4 

112 

(8) 

15.8 

109 

(4) 

13.5 

89 

(15) 

17.1 

t 

Whittaker  Corp. 

69 

(5) 

20.1 

6 

(1) 

34.3 

28 

(2) 

20.1 

9 

(7) 

63.3 

1 

(1) 

186.9 

Teledyne 

94 

(6) 

18.0 

47 

(4) 

20.1 

84 

(3) 

15.0 

3 

(2) 

97.5 

9 

(4) 

54.7 

U.S.  Industries 

106 

(7) 

17.4 

70 

(7) 

18.2 

118 

(5) 

13.2 

17 

(10) 

38.0 

8 

(3) 

57.5 

Rexall  Drug  &  Ch. 

144 

(8) 

15,4 

224 

(10) 

12.8 

164 

(7) 

11.6 

96 

(16) 

16.5 

145 

(14) 

12.7 

Ogden  Corp. 

183 

(9) 

14.0 

256 

(15) 

11.9 

184 

(10) 

11.0 

55 

(13) 

20.0 

39 

(9) 

25.9 

City  Investing 

189 

(10) 

13.9 

54 

(5) 

19.2 

248 

(14) 

9.8 

2 

(1) 

101.6 

11 

(6) 

52.8 

Amer.  Machine  and  F. 

224 

(11) 

13.0 

162 

(9) 

14.1 

362 

(22) 

7.3 

407 

(23) 

5.2 

359 

(19) 

4.5 

Tenneco  Inc. 

265 

(12) 

12.2 

233 

(11) 

12.5 

428 

(26) 

5.8 

48 

(12) 

21.8 

250 

(17) 

8.7 

Kidde  (Walter) 

289 

(13) 

11.6 

68 

(6) 

18.4 

178 

(9) 

11.3 

8 

(6) 

64.3 

20 

(7) 

36.9 

Singer  Co. 

305 

(14) 

11.3 

259 

(16) 

11.9 

281 

(16) 

9.0 

105 

(17) 

15.7 

379 

(22) 

3.9 

Midland-Ross  Corp. 

312 

(15) 

11.1 

371 

(24) 

9.2 

208 

(11) 

10.6 

262 

(21) 

8.7 

247 

(16) 

8.7 

Martin  Marietta 

315 

(16) 

11.1 

252 

(14) 

12.0 

279 

(15) 

9.1 

496 

(28) 

—6.9 

383 

(23) 

3.8 

Eltra  Corp. 

32/ 

(17) 

10.9 

241 

(12) 

12.2 

235 

(12) 

10.0 

197 

(19) 

10.7 

72 

(11) 

18.6 

Olin  Mathieson 

333 

(18) 

10.8 

349 

(20) 

9.7 

374 

(23) 

7.1 

429 

(25) 

4.6 

378 

(21) 

4.0 

Grace,  W.  R. 

337 

(19) 

10.7 

356 

(22) 

9.6 

319 

(18) 

8.1 

69 

(14) 

18.3 

374 

(20) 

4.1 

Sperry  Rand 

350 

(20) 

10.4 

-     242 

(13) 

12.2 

340 

(20) 

7.8 

424 

(24) 

4.7 

37 

(8) 

26.1 

Borg-Warner 

355 

(21) 

10.4 

364 

(23) 

9.5 

239 

(13) 

9.9 

346 

(22) 

6.8 

394 

(24) 

3.3    ; 

National  Distillers 

384 

(22) 

9.6 

373 

(25) 

9.1 

401 

(25) 

6.4 

443 

(27) 

3.9 

262 

(18) 

8.2 

Signal  Companies 

354 

(23) 

9.3 

395 

(26) 

8.3 

234 

(17) 

9.0 

34 

(11) 

24.4 

194 

(15) 

10.4 

Glen  Alden 

399 

(24) 

9.1 

320 

(18) 

10.5 

350 

(21) 

7.6 

12 

(9) 

41.8 

466 

(26) 

—5.4 

SCM  Corp. 

424 

(25) 

8.1 

354 

(21) 

9.6 

322 

(19) 

8.1 

11 

(8) 

46.3 

49 

(10) 

22.7 

GAF  Corp. 

431 

(26) 

7.9 

397 

(27) 

8.2 

379 

(24) 

7.0 

183 

(18) 

11.3 

125 

(12) 

14.3 

Brunswick 

486 

(27) 

2.6 

455 

(28) 

6.2 

487 

(27) 

2.3 

437 

(26) 

4.1 

453 

(25) 

-2.8 

Colt  Industries 

N.A. 

324 

(19) 

10.4 

N.A. 

246 

(20) 

9.2 

N.A. 

Northwest  Industries 
Industry  Medio 

N.A. 

N.A. 
12.0 

WBBPTKl! 

N.A. 

N.A. 

1 
17.7 

mamm 

NAj 

n 

11.3 

9.8 

12.7 

A— In    FORBES    500.     B — In   Agglomerates    group, 
average.     t^Four-year  growth  rate.     N.A. — Not  ava 

•Includes    latest    12-month     increase 
lable  because  of  recent  mergers. 

vs.    1962-63-64 

average. 

Deficit   to   a   profit; 

not  ranked.     ^Four-year 
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School  will  come  to  order. 
Our  subject  today  is  close  to  us  all- 
water  pollution. 


Too  close  for  me. 


Many  of  our  lakes  and  streams 
couldnt  be  cleaned  up  in  decades. 


Some  rivers  are  so  contaminated 
they  have  an  oxygen  count  of  zero. 


I  feel  sea-sick. 


There  is  hope.  U.  S.  Steel,  for  example,  has  spent 

over  $200,000,000  in  the  last  15  years 

on  air  and  water  quality  control. 


That's  a  lot  of  bread  to  cast 
upon  the  waters. 


Its  a  big  job,  but  U.  S.  Steels 

ultimate  objective  is  to  remove  harmful  contaminants 

from  all  the  water  used  in  its  plants. 


Do  you  suppose  we  could  get  them  to  put 
fish  hooks  on  their  list  of  contaminants? 


^)  United  States  Steel 
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CONGLOMERATES:  YARDSTICKS  OF  MANAGEMENT  PERFORMANCE 


^^^^^^ 

^^^H 

K 

^m 

^^^^^H 

RANKING 

A— 

PROFITABILITY:  4th  of  23. 
RANKING  IN  FORBES  500     B-RANKING 

GROWTH:  4th  of  23. 
IN  CONGLOMERATES  GROUP 

Company 

5-yaar 

mnxvKt  raturn  en 

«to«M)»liiitn'  aqui^r 

Rank          Per- 
'      A        B       cent 

Latatt  12-month 

raturn  on 

ttockholdars'  equity 

Rank            Per- 
A         B        cent 

5-yaar 

combined  return  on 

debt  and  equity 

Rank          Per- 
A        B       cent 

5-»ear» 

annual  Increase 

in  lalea 

Rank           Per- 
A       .  B        cent 

5-Mar* 

annual  InerMs*  In 
p«r-shara  atmings 

Rank          Per- 
A        B       cent 

Litton  Industries 
LJng-Temco-Vought 
TRW  Inc. 

29 
43 
84 

(1) 
(2) 
(3) 

24.9 
22.4 
18.7 

138 

137 

97 

(6) 
(5) 
(3) 

14.8 
14.8 
16.4 

133 

94 

128 

(4) 
(2) 
(3) 

12.8 
14.2 
12.9 

23 
10 
•43 

(2) 
(1) 
(4) 

28.4 
49.2 
22.4 

162 

21 

108 

(7) 
(2) 
(4) 

11.9 
36.5 
16.1 

Textron 
FMC  Corp. 
Avco  Corp. 

85 
115 
126 

(4) 
(5) 
(6) 

18.6 
16.9 
16.2 

87 
133 
76 

(2) 
(4) 
(1) 

16.8 
15.0 
17.7 

52 
154 
185 

(1) 
(5) 
(6) 

17.6 
12.0 
11.0 

46 
100 
53 

(5) 
(8) 
(6) 

22.2 
16.1 
20.3 

70 
153 
214 

(3) 
(6) 
(8) 

18.8 
12.4 
9.7 

General  Tire 
Int.  Tel.  &  Tel. 
Kaiser  Industries 
Industry  Med 

180 
306 
436 

(7) 
(8) 
(9) 

14.0 

11.2 

7.5 

292 
276 
246 

(9) 
(8) 
(7) 

11.3 

11.5 

12.1 

14.8 

252 
235 
422 

(8) 
(7) 
(9) 

9.7 
10.0 
6.0 

490 
39 
65 

(9) 
(3) 
(7) 

-1.0 
23.6 
18.6 

396 

144 

6 

(9) 
(5) 
(1) 

3.2 
12.7 
58.6 

ian 

16.9 

12.0 

22.2 

12.7 

A— In  FORBES  500.     B — In  Conglomerates  group. 

'Includes 

latest  ] 

2month 

increase  vs. 

1962-63-64  average 

ing-machine  business  threatened  by 
foreign  competition,  it  worked  out  a 
plan  to  establish  itself  in  three  growth 
areas — retailing,  office  machines  and 
electronics — and  completed  the  design 
only  last  year  with  the  acquisition  of 
General  Precision.  To  date,  as  the 
Yardsticks  indicate,  none  of  these 
companies  has  piled  up  a  particularly 
impressive  record.  The  best  defense 
they  can  make — and  it  is  a  strong  one 
— is  to  point  out  how  much  worse 
they  might  have  done  otherwise. 

The  trouble,  however,  is  that  they 
too  often  oversell  what  they  are  do- 
ing. Many  conglomerators  glory  in 
the  roles  of  big  thinkers  and  long- 
range  planners.  Yet  in  an  uncomfort- 
ably large  number  of  acquisitions, 
opportunism  has  clearly  played  a 
larger  role  than  planning.  If  Great- 
america  had  not  gone  after  Glidden, 
SCM  very  probably  would  never  have 
acquired  it,  any  more  than  Signal, 
without  competitive  bidders,  would 
have  acquired  Garrett  and  Mack.  And 
the  rapid  succession  of  suitors  for 
Allis-Chalmers — Ling-Temco-Vought, 
General  Dynamics,  Signal,  City  In- 
vesting, Gulf  &  Western,  and  White 
Consolidated — suggests  that  most  of 
the  bidders  were  relying  heavily  on 
LTV's  original  evaluation  of  the  com- 
pany rather  than  on  their  own. 

This  is  not  to  condemn  expediency 
in  acquisition  but  merely  to  point 
out  a  fact.  Expediency  is,  of  course, 
quite  a  different  thing  from  not  being 
able  to  make  up  your  mind — a  prob- 
lem that  has  afflicted  W.R.  Grace. 
Grace's  recent  history  has  been  a 
series  of  misadventures:  into  poly- 
ethylene and  out  of  it;  deeply  into, 
and  then  partially  out  of  oil,  candy 
and  South  America.  Rexall  Drug  & 
Chemical,  too,  has  moved  from  one 
glittering    goal    to    another — beyond 


drug  chains  into  drugs,  into  plastics 
and  packaging  and  chemicals,  into 
door-to-door  selling,  always  looking  for 
a  more  promising  opportunity.  Through 
this  progression,  however,  as  the 
Forbes  Yardsticks  make  clear,  Rexall's 
performance  has  slowly  improved. 

At  least  a  handful  of  companies 
have  actually  prospered  by  making 
opportunism  the  mainstay  of  their 
corporate  strategies.  Both  Eltra  and 
Midland-Ross  got  their  start  in  cap- 
ital goods — Midland-Ross  in  auto 
parts,  Eltra  in  printing  equipment — 
and  both  flourished  by  concentrating 
on  the  acquisition  of  bargains.  They 
picked  up  solid  but  undervalued  com- 
panies, often  selling  below  book  value 
or  heavy  with  underutilized  physical 
or  liquid  assets  that  could  be  diverted 
into  the  acquisition  of  still  other  un- 
dervalued companies.  Until  recently 
Glen  Alden  took  much  the  same  route, 
though,  as  the  Yardsticks  indicate, 
with  far  less  success  to  date. 

There  are  risks  in  such  a  procedure 
— bargains  have  a  way  of  proving 
to  be  worth  no  more  than  they  cost. 
But,  as  the  Yardsticks  make  clear, 
bargains  can  look  terribly  good  for 
a  while.  Look  at  White  Consolidated, 
successor  to  the  old  White  Sewing 
Machine  business.  White  has  special- 
ized in  buying  laggard  companies  at 
bargain  prices  and  then  converting 
them  into  money-makers,  by  putting 
them  on  a  profit-center  basis,  consoli- 
dating plants  and  cutting  employ- 
ment. Last  year  White  picked  up 
American  Motors'  ailing  Kelvina- 
tor  division,  two  sleepy  capital-goods 
producers,  Blaw-Knox  and  Bullard, 
and  now  has  designs  on  Allis-Chal- 
mers as  well — a  series  of  acquisitions 
that  should  keep  it  busy  for  quite  a 
while.  The  risk,  of  course,  is  that  one 
day  White  will  take  on  a  lemon  that 


even  its  managerial  ruthlessness  can- 
not squeeze. 

The  Aggressive  Agglomerafors 

There  is  yet  another  kind  of  multi- 
company,  one  that  follows  the  pat- 
tern of  diversification  not  in  self-de- 
fense, not  out  of  expediency,  but  to 
get  big,  really  big.  They  are  the  ag- 
gressive agglomerates,  those  vault- 
ingly  ambitious  companies  that  have 
made  the  art  of  acquisition-making 
one  of  the  wonders  of  the  age:  Walter 
Kidde  and  City  Investing,  Gulf  & 
Western  and  "Automatic"  Sprinkler, 
Ogden  and  Whittaker. 

None  of  these  companies  diversified 
out  of  adversity:  They  did  so  because 
their  proprietors  recognized  that  the 
flexibility  of  U.S.  accounting  practices 
offered  opportunities  for  the  acquisi- 
tion-minded company.  In  a  sense  the 
corporation  was  no  longer  primarily 
a  vehicle  for  conducting  a  business;  it 
had  become  a  machine  for  compiling 
an  earnings  record — whether  through 
internal  growth  or  acquisition  didn't 
much  matter.  The  result  was  that 
over  the  past  five  or  six  years  a  hand- 
ful of  clever  and  ambitious  executives 
were  able  to  transform  a  group  of 
small  and  prosaic  companies  into 
what  now  ranks,  on  the  basis  of  the 
raw  figures,  as  the  most  dynamic 
group  in  all  of  U.S.  industry. 

For  such  companies,  given  their 
dominantly  financial  objectives,  the 
question  of  fit,  of  balance,  even  of 
return  on  investment  no  longer  much 
mattered.  The  acquisition  program 
of  such  a  company,  says  Fred  R.  Sul- 
livan, chairman  of  Walter  Kidde,  "is 
offensive.  It  tries  to  anticipate  the 
opportunities  of  the  future,  and  it 
tries  to  take  advantage  of  the  oppor- 
tunities of  today,  wherever  they  may 
be  and  whenever  it  makes  sense.  Each 
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Union  Pacific  takes 
another  big  step  in 
the  right  direction 

NEW  AUTOMATIC 
CLASSIFICATION  YARD 


This  giant  new  $12  million  freight  car  distribution  i 
center  was  designed  to  provide  faster  service 
for  both  Eastbound  and  Westbound  Shippers 
Bailey  Yard,  strategically  located  at 
North   Platte,   Nebraska,  was  planned 
and  built  with  the  needs 
of  today's  and  tomorrow's  shipper  in  mi 
Another  step  ahead  in  the  right  direction  to  provide 
our  customers  with  the  best  in  transportation  service 


Use  the  sharp  new  tools  of  Union  Pacific. 
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For  puzzled 
investors. 


Across 

I.  When  Northern  Petrochemical  Company 
will  complete  its  new  Joliet,  Illinois 
plant.  (July,  1969  to  be  exact) 

4.      Abbreviation  for  Northwest. 
6.      Latin  for  mouth  (Sing.). 

8.  First  name  of  a  billion  dollar  gas 
company. 

9.  A  printer's  measure.  (Half  an  em.) 

10.  Knock  out  (abbr.) 

II.  Northern  would.  .  .  .a  good  company  to 
know  more  about. 

12.  Northern  is  growing  because  its  people 
....  a  good  company. 

14.  The  most  efficient  fuel  for  industry 
and  home  alike. 

15.  First  person  pronoun. 

16.  The  only  thing  electric  which  gas  can't 
operate:  an  electric 

17.  Northern  ....  in  the  top  5%  of  U.S. 
gas  companies   in  gas  sales. 

18.  Northern  became  worth  a  billion  dollars 
at  ...  37. 

19.  Northern  is  also  one  of  the  largest 
makers  of  ....    freeze  in  the  country. 


Down 

2.  Heavy  oxygen. 

3.  Pure.  Genuine.  Nature's  own. 

5.      The  only  sure  way  to  achieve  success. 

7.  Form  of  precipitation  common  in  winter. 

8.  Northern   is  located  in  Omaha 

(abbr.). 

13.  The  biggest  gas  company  in  the  North- 
ern Plains?  It's 

14.  Common  expression  when  an  investor 
learns  of  Northern's  size. 

15.  Common  suffix  denoting  an  academic 
discipline.  Such  as  a  chem   

16.  Star  of  T.V.'s  "The  Defenders": 

Marshall. 

17.  Northern    entered    the    petrochemical 
industry  ....  1967. 

18.  Letter  denoting  best.  Such  as.  North- 
ern is  a  grade  .  .  company. 

19.  The  world's  greatest  country  (abbr.): 
The  U.S..  .. 
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potential  acquisition  is  weighed  on  its 
own  indi\ idual  merits,  \iewed  in  con- 
junction with  the  acquiring  company's 
long-range  plans." 

Significantly,  the  cornerstone  of 
their  long-range  planning  is  the  real- 
ization of  a  certain  minimum  annual 
increase  in  per-share  earnings.  Cit\ 
Investing  aimed  at  a  minimum  15^ 
annual  increase  in  earnings,  \^'allcr 
Kidde  and  Ogden  at  20^?,  Whit- 
taker  at  25x,  "Automatic"  Sprinkler 
between  20?  and  40%.  Such  compa- 
nies were  ideal  vehicles  for  a  stock 
market  that  had  become  increasingly 
performance-minded,  and  as  the  mar- 


users,"  Whittaker's  president,  William 
M.  Duke,  says,  thus  taking  in  alumi- 
num, sailboats  and  fishing  rods. 

At  Walter  Kidde,  fire  extinguishers, 
burglar  and  fire  alamis  became  the 
safety,  security  and  protection  busi- 
ness. "We  came  to  the  realization," 
Kidde's  Fred  Sullivan  says,  "that 
there  was  an  unmeasured,  almost  hid- 
den industry  on  the  world  scene — 
an  industry  that  surely  was  on  the 
brink  of  a  sales  explosion."  "Auto- 
matic" Sprinkler's  Harry  Figgie  de- 
clared: "I  knew  that  fires  were  grow- 
ing with  the  rate  of  the  population, 
that  the  cost  of  fires  due  to  inflation 


"You  name  if,  we  own  it!" 

Drawing  by  Alan   Dunn;  ©  1968  The  New   Yorker  Magazine,   Inc. 


ket  raised  their  multiples,  the  making 
of  acquisitions  to  sustain  their  growth 
became  easier  and  easier. 

Sometimes  this  type  of  multicom- 
pany  seemed  more  a  repackager  of 
corporate  assets  than  a  manager.  It 
tended  to  turn  its  acquisitions  into 
things  new  and  strange.  City  Invest- 
ing took  four  previously  existing  op- 
erations of  Rheem  Mfg.,  ranging  from 
construction  to  recreation,  and  postu- 
lated them  as  the  broad  general 
growth  areas  for  its  future  expansion. 
Gulf  &  Western  set  up  Paramount 
Pictures  as  the  core  of  its  leisure-time 
division.  Whittaker  billed  itself  as  an 
advanced-materials  company.  "We 
are  material  producers,  processors  and 


was  growing  at  about  15%  to  20%,  so 
that  this  was  an  unrecognized  growth 
industry." 

This  is  the  illusion,  the  argument, 
the  image.  What  are  the  facts?  As  the 
Forbes  Yardsticks  reveal,  growth  of 
the  magnitude  envisioned  by  most  of 
these  companies  does  not  exist  in  real 
life,  or  not  for  long  or  on  any  large 
scale.  City  Investing's  15%  goal  may 
be  realistic  enough:  President  Ceorge 
Scharffenberger  insists  City  need 
.never  make  another  acquisition  to 
meet  it.  But  anything  much  above 
that  becomes  suspect.  Of  the  500 
companies  in  Forbes'  survey,  only  60 
surpass  the  20%  minimum  Ogden  has 
set  for  itself,  and  at  least  12  of  these 


are  multicompanies.  Thus,  to  meet 
such  goals,  companies  may  be  forced 
to  make  further  acquisitions  just  to 
keep  the  pace — for  cash  if  they  can, 
for  stock  if  they  must. 

The  price  alone  doesn't  much  mat- 
ter under  pooling-of-interest  account- 
ing. What  matters  is  being  able  to 
increase  earnings  per  share,  and  that's 
accomplished  by  being  certain  that  net 
income  increases  more  rapidly  than 
the  number  of  shares  it  has  to  be 
spread  over.  Companies  with  high 
P/E  ratios — and  most  of  the  aggres- 
sive agglomerates  have  assiduously 
cultivated  them — have  little  difficulty 
in  doing  so.  And  for  those  that  don't 
have  them,  convertible  securities  used 
to  do  the  trick,  until  the  Securities  & 
Exchange  Commission  discouraged 
that  by  insisting  that  convertibles  be 
considered  as  part  of  common  stock. 
Warrants  now  have  become  one  in- 
creasingly popular  alternative.  An- 
other is  the  acquisition  of  real  estate, 
insurance  companies  and  other  finan- 
cial institutions  whose  assets  offer  the 
opportunity  to  dress  up  the  record 
by  reporting  capital  gains  as  per-share 
earnings. 

For  nearly  a  year  now  Gulf  &  West- 
ern, for  instance,  has  been  determined 
to  make  a  major  acquisition.  Having 
been  balked  by  Allis-Chalmers,  Ar- 
mour, and  possibly  Pan  American, 
G&W  finally  moved  against  Sinclair 
Oil — even  if  it  meant  violating  its 
public  policy  of  "not  proceeding  with 
investments  in  companies  where  man- 
agement does  not  welcome  our  en- 
trance." True,  G&W  managed  to 
show  a  17%  earnings  gain  for  the 
fiscal  year  ending  last  July.  But  a 
careful  reading  of  G&W's  annual  re- 
port— seemingly  designed  to  confuse 
rather  than  enlighten — shows  that 
the  bulk  of  the  apparent  gain  came, 
not  from  operations,  but  from  a  re- 
duction in  taxes. 

"Automatic"  Sprinkler's  determina- 
tion to  take  over  U.S.  Pipe  &  Foun- 
dry seemed  clear  cut:  Automatic 
needed  U.S.  Pipe's  earnings  to  plump 
out  its  own,  and  Automatic's  earn- 
ings were  off  sharply  last  year  despite 
the  first-quarter  acquisition  of  George 
J.  Meyer  Manufacturing.  Perhaps 
Harry  Figgie,  Automatic's  chief 
architect,  cannot  be  blamed  for  the 
strikes  that  shut  down  two  divisions 
in  the  second  quarter,  but  the  losses 
the  Baifield  division  sustained  on  a 
defense  contract — admittedly  made 
before  Automatic  acquired  the  com- 
pany— are  another  matter.  The  suc- 
cess of  any  acquisition  program  after 
all  depends  on  an  ability  to  foresee 
such  eventualities,  but  Automatic 
apparently  moved  in  on  Baifield  too 
rapidly  to  do  so.  It  acquired  the  com- 
pany in  the  first  place  because  Bai- 
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Pedagogues  &  Pupils.   Texfron's   Royal  Little  may   have   originated   the   conglomerate   idea,   but   Litton's   Charles 
T/iornfon  (left)  and  ITTs  Harold  Geneen  (center)  have  educated  a  host  of  imitators.  ITT's  George  Strichman  (right) 


field  had  an  8%  dominant  interest 
in  Interstate  Engineering,  another 
company  that  had  previously  re- 
sisted Automatic's  efiforts  to  take 
it  over. 

In  the  aftermath,  Figgie  began  re- 
building Automatic's  management 
organization,  shuffling  around  its 
staff  and  bringing  in  a  new  presi- 
dent from  General  Electric  to  shape 
up  Automatic's  operations.  For  Au- 
tomatic, last  year's  problems  were 
a  massive  blow.  With  its  earnings 
off  sharply,  its  stock  fell  from  a 
1968  high  of  74  to  20)^,  and  Auto- 
matic's ability  to  make  acquisitions 
went  up  in  smoke.  Thus  Automatic 
became  the  first  of  the  aggressive 
agglomerates  to  stumble  badly.  Per- 
haps, however,  not  the  last. 

Despite  its  present  problems.  Auto- 
matic has  nevertheless  scored  the 
highest  average  return  of  any  com- 
pany in  U.S.  industry — a  breath-tak- 
ing 65.2%.  The  reason  is  that  Automa- 
tic has  leveraged  itself  to  the  hilt.  Its 
common  equity  was  a  mere  $36  mil- 
lion at  last  report  vs.  more  than  $72 
million  in  long-term  debt  and  pre- 
ferred, a  circumstance  that  enabled 
Automatic  to  earn  11%  on  equity  even 
in  a  year  as  bad  as  1968. 

The  Mighi-Have-Beens 

What  happens  if  these  companies 
should  be  forced  to  halt  their  acquisi- 
tion programs  and  operate  the  busi- 


nesses they  already  have?  That  basi- 
cally is  what  happened  to  another 
large  group  of  multicompanies  a  few 
years  back:  Ohn  Mathieson  and  Mar- 
tin Marietta,  Colt  Industries  and  U.  S. 
Industries,  National  Distillers  and 
Sperry  Rand,  Borg-Warner,  Bruns- 
wick and  AMF.  All  of  them  launched 
major  acquisition  programs  in  the  Fif- 
ties and  early  Sixties  and  have  spent 
most  of  their  efforts  ever  since  trying 
to  undo  the  damage. 

At  the  time,  the  prospects  for  ex- 
pansion through  acquisition  looked 
every  bit  as  promising  as  they  do 
today.  The  mergers  that  created  Olin 
Mathieson,  Sperry  Rand  and  Martin 
Marietta  sought  to  achieve  the  same 
sort  of  synergism  that  Litton  and 
other  conglomerators  still  aim  at.  U.S. 
Industries  once  gobbled  up  bargains 
with  as  much  avidity  as  White  Con- 
solidated does  now.  Martin  Marietta's 
George  Bunker  once  moved  into  and 
out  of  companies  like  General  Preci- 
sion and  Sperry  Rand  with  a  Bluh- 
dorn-like  flair,  and  the  high-flying 
Penn-Texas  Corp.  (today's  Colt  In- 
dustries )  was  the  takeover  artist  of  the 
late  Fifties.  Less  flamboyantly,  AMF 
diversified  in  order  to  support  the 
cash  requirements  of  developing  the 
pinspotter;  Brunswick  because  its  vul- 
nerability in  the  recreational  market 
made  it  uneasy;  National  Distillers 
because  its  liquor  business  was  stag- 
nating; and  Borg-Warner  because  its 


auto-parts  business  seemed  imperiled. 

For  all  of  these  companies,  how- 
ever, there  came  a  day  of  reckoning, 
a  time  when  their  momentum  fal- 
tered: because  a  recession  revealed 
how  unprofitable  some  of  their  ac- 
quisitions had  been  (as  with  U.  S. 
Industries  and  Borg-Warner),  be- 
cause an  industry  cycle  abruptly 
turned  downward  (as  with  Olin  and 
National  Distillers),  because  manage- 
ment was  inadequate  to  realize  its 
own  vaunting  ambitions  (as  with  Mar- 
tin Marietta).  None  of  these  com- 
panies really  collapsed,  though  Colt 
Industries  and  USI  came  close,  and 
their  records  are  not  really  bad — sim- 
ply unimpressive.  Management  turned 
reluctantly  to  trying  to  manage  what 
it  had  put  together — to  selling  off 
the  mistakes  and  upgrading  what  re- 
mained. For  example,  it  took  the  able 
George  Strichman  six  years  of  hard 
work  to  get  Colt  Industries  to  the 
point  where  it  could  begin  making 
large-scale  acquisitions  again. 

At  Sperry  Rand,  President  Frank 
Forster  found  similar  if  far  larger- 
scale  problems.  He  had  to  stanch 
Sperry's  Univac  losses  and  create  a 
new  management  organization  virtu- 
ally from  scratch.  With  earnings  ris- 
ing and  its  return  headed  back  to- 
ward the  high  levels  of  the  mid- 
Fifties,  Sperry  looks  more  like  a  mul- 
ti-industry company  these  days  than 
a  conglomerate. 
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and   William   Duke  (see   page   35)   wenf  on   fo   head  up   Colt    and    Whiftaker.    Lifion's    Fred    R.    Sullivan,    George 
Scharffenberger    (center)    and    Henry   Singleton    (right)   wound  up   at  Walter  Kidde,  City  Investing   and   Teledyne. 


Having  stanched  their  losses  and 
rebuilt  their  management  organiza- 
tions, US[  and  Colt,  however,  have 
begun  expanding  again,  so  far  with 
apparent  success,  USI  picking  up 
dozens  of  small  companies,  Colt 
concentrating  on  somewhat  larger  op- 
portunities. 

Winner's    Ci'rc/e 

The  conglomerate  type  of  multi- 
company  aims  very  high.  But  the 
problems  of  creating,  much  less  man- 
aging, one  are  so  difficult  that  it 
would  be  rash,  particularly  in  a  period 
of  prolonged  economic  boom,  to  as- 
sume that  any  of  these  companies 
necessarily  has  the  ability  to  sustain 
its  long-term  objectives.  After  all,  few 
of  the  newer  companies  presented  a 
more  convincing  facade  than  did 
"Automatic"  Sprinkler. 

Every  business  enterprise  has  to 
prove  the  validity  of  its  premises 
over  and  over  again.  Yet,  if  any  has 
succeeded  in  realizing  the  conglom- 
erate idea,  it  is  such  companies  as 
FMC,  ITT,  Textron,  Kaiser,  Litton 
and  Ling-Temco-Vought — companies 
that  provided  the  pattern  that 
most  of  their  imitators  have  adopted. 
Whittaker  and  Colt  are  at  this  point 
only  would-be  Textrons  and  Littons. 
What  makes  the  big  difference  is 
that  a  Whittaker's  strategy  has  been 
concocted,  whereas  a  Textron's  has 
been   forged    over    the    years    in    re- 


sponse to  the  realities  of  experience. 

Textron's  initial  haphazard  diversi- 
fication proved  so  successful  that  in 
the  late  Fifties  a  large  part  of  its 
energies  went  into  finding  out  just 
what  it  was  doing  right.  The  result 
was  the  famed  Textron  formula  for 
achieving  slahilitij  by  balancing  one 
unrelated  business  against  another  and 
attaining  growth  by  setting  high  in- 
vestment goals  and  rigorously  pursu- 
ing them.  Textron  went  after  dom- 
inant companies  in  small  industries — a 
goal  conducive  to  high  profits — estab- 
lished a  25%  minimum  pretax  return 
as  its  investment  goal,  refused  to  take 
on  companies  it  could  not  see  meeting 
its  standards,  and  ruthlessly  (if  quiet- 
ly) dumped  those  it  discovered 
could  not  meet  its  standards.  Cou- 
ple this  with  a  carefully  calculated 
system  of  financial  controls  and  a 
judicious  balance  between  centralized 
policy-making  and  autonomous  opera- 
tion, and  you  have  the  basis  of  Tex- 
tron's success.  Simple  in  its  outlines, 
Textron's  ability  to  realize  this  plan 
is  one  of  the  managerial  triumphs  of 
the  decade  and  set  the  pattern  that 
conglomerates  as  varied  as  ITT  and 
LTV  have  since  basically  followed. 

In  turning  International  Telephone 
<&  Telegraph  into  a  conglomerate, 
Harold  Geneen  modified  the  Textron 
management  style  and  made  it  his 
own.  While  picking  up  the  broad 
outlines  of  the  Textron  structure  and 


system  of  controls,  he  refused  to  limit 
ITT's  diversification  to  manufacturing, 
as  Textron  had,  or  to  anything  else. 
He  inverted  the  Textron  financial  for- 
mula, setting  as  ITT's  standard  of 
performance  not  return  on  equity  but 
a  10%  to  12%  annual  increase  in  earn- 
ings, and  proceeded  to  diversify  into 
everything  from  hotels  and  baking 
to  chemical  pulps  and  home  building 
in  a  flurry  of  convertible  securities. 
So  far  ITT's  results  fall  well  behind 
Textron's,  but  ITT  was  late  getting 
started. 

Like  Textron  and  unlike  ITT,  both 
FMC  and  TRW  also  aimed  at 
balanced  diversification — diversifica- 
tion, as  TRW's  Chairman  Joseph 
Wright  puts  it,  "that  minimizes  the 
effects  of  adverse  changes  in  any  of 
our  major  markets."  But  where  Tex- 
tron deliberately  sought  unrelated 
businesses,  both  FMC  and  TRW  ex- 
panded by  following  the  more  or  less 
logical  extensions  of  their  existing  busi- 
nesses, sometimes  internally,  some- 
times through  acquisitions.  Though 
both  pretty  much  follow  Textron's 
management  approach,  they  have  re- 
jected Textron's  management  com- 
pany style,  and  more  nearly  resemble 
conventional  multi-industry  manufac- 
turing companies. 

Kaiser  and  General  Tire — those 
mavericks  of  the  multicompany  group 
— fall  somewhere  between  the  Tex- 
trons and  FMCs.  Haff  holding,  half 


FORBES,  lANUARY  1,  1969 


MULTICOMPANIES 


85 


operating  companies,  both  have  most- 
ly developed  new  businesses  rather 
than  acquired  them.  Kaiser's  diversi- 
fication reflects  the  late  Henry  Kaiser's 
commitment  to  basic  industries — steel, 
aluminum,  cement,  construction,  au- 
tos.  General  Tire's  reflects  the  diverse 
entrepreneiuial  interests — tires,  chem- 
icals, aerospace,  entertainment,  air- 
lines— of  founder  W.O.  O'Neil  and  his 
three  sons.  Perhaps  because  family 
domination  has  freed  them  to  take  a 
somewhat  broader  view,  both  com- 
panies have  turned  in  extiemely  er- 
ratic short-term  performances  in  their 
pursuit  of  their  common  goal  of  long- 
term  growth  and  profitability. 

In  many  ways  that  most  outlandish 
multicompany  of  them  all,  Ling- 
Temco-Vought,  simply  took  the  Tex- 
tron structure  and  made  it  visible. 
Having  rebuilt  Chance  Vought  after 
its  merger  with  Ling-Temco,  Chair- 
man   Jim    Ling    went    conglomerate 


The  result  sometimes  seems  more 
magical  than  managerial,  but  it  un- 
questionably works. 

So  does  Litton's.  Though  adopting 
pretty  much  the  same  management 
tools  as  the  other  multicompanies, 
Litton  in  other  respects  has  followed 
a  different  approach  from  either  Tex- 
tron's  management  company  or  FMC's 
operating  company.  Litton  began  in 
electronics,  and  when  it  began  to  di- 
versify in  the  late  Fifties,  technology 
became  its  informing  principle.  By 
introducing  technological  innovations 
to  traditional  industries,  Litton  saw 
tremendous  opportunities  for  outsized 
growth.  This  recognition  led  Litton 
first  into  office  equipment,  then  into 
shipbuilding,  and  more  recently  into 
such  new  areas  as  education,  food 
service  and  machine  tools.  Clearly, 
if  any  corporate  strategy  offers  an  op- 
portunity for  synergy,  this  one  is  it. 

In  1967,  however,  Litton  faltered 
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"Diversify,  boy,  diversify: 


with  a  series  of  uncommonly  conser- 
vative acquisitions — Wilson,  Okonite, 
Braniff,  Jones  &  Laughlin,  among 
others.  But  instead  of  absorbing  them 
into  the  parent  company  as  Textron 
would  have  done,  he  recast  LTV  into 
the  holding-company  structure,  split- 
ting Wilson  into  three  separate  com- 
panies and  opening  them  all — and  the 
other  LTV  enterprises  as  well — to  the 
discipline  of  public  ownership. 

As  a  result,  LTV  is  the  one  multi- 
company  where  the  broad  outlines 
of  all  of  its  businesses  are  clearly 
spelled  out.  But  Ling's  conservatism 
ends  there.  To  offset  tlie  dilution  that 
sometimes  threatens  from  acquisitions. 
Ling  periodically  reshuffles  LTV's 
capitalization    like   a   deck   of   cards. 


Drawing   by   Herbert   Goldberg— Look   Magazine 

for  the  first  time  in  its  history.  Strikes, 
unexpected  losses  in  shipbuilding,  de- 
lays in  introducing  a  new  typewriter, 
and  rising  losses  in  photocopy  equip- 
ment tumbled  earnings  into  a  17% 
decline.  But  though  Roy  Ash,  Litton's 
president,  admits  management  was  at 
fault,  he  also  suggests  that  the  lax- 
ity in  controls  that  pennitted  things 
to  go  wrong  is  to  some  extent  the 
creative  element  in  Litton's  success. 
"Litton  is  not  organized,"  he  says, 
"in  ways  wliose  primary  objective 
is  to  make  sure  that  no  one  can  pos- 
sibly make  a  mistake." 

What  he  is  sa\  ing  basically  is  that 
the  creation  of  a  successful  conglom- 
erate requires  managerial  talent  of  a 
very  high  order — and  that  is  as  rare 


in  the  multicompany  as  in  any  other. 

What  is  perhaps  most  remarkable 
of  all  is  the  tentative  aspect  of  most 
of  these  successful  conglomerates— 
the  potentiality  all  of  them  imply  for 
transforming  themselves  into  some- 
thing far  different  from  what  they 
have  been  before.  Litton  has  hinted 
on  more  than  one  occasion  that  its 
days  as  an  acquirer  may  not  last 
forever,  while  only  last  year  Avco  and 
Textron  both  took  steps  that  may 
radically  change  them  over  the  years 
ahead.  A  responsiveness  to  change 
clearly   works   both   ways. 

Like  Sperry,  Avco  emerged  from  a 
series  of  disastrous  acquisitions,  and 
then  in  the  Sixties  welded  its  blend 
of  defense,  broadcasting,  farm-equip- 
ment and  engine  companies  into  one 
of  the  U.S.'  most  successful  con- 
glomerates. But  having  soft-pedaled 
acquisitions  for  some  years,  since  its 
1967  merger  with  Paul  Revere,  Avco 
has  begun  moving  aggressively  again, 
having  acquired  in  the  past  year 
Seaboard  Finance,  Carte  Blanche, 
Embassy  Pictures  and  a  land-devel- 
opment company. 

Even  more  startling,  in  November 
Textron  announced  its  plans  to  ac- 
quire United  Fruit  and  in  the  process 
enlarge  the  whole  concept  of  its 
diversification.  As  Textron 's  new  boss, 
William  Miller,  explained  it.  United 
Fruit  was  to  form  a  nucleus  for  acqui- 
sitions in  the  food  business,  as  Tex- 
tron itself  has  for  acquisitions  in 
manufacturing.  It  would  thus  set  the 
pattern  for  the  formation  of  addition- 
al groups — in  finance,  say,  or  services. 
Textron  later  abandoned  the  United 
Fruit  acquisition  in  the  face  of  AMK's 
opposition,  but  the  move  signaled  a 
change  as  dramatic  as  LT\^'s  transfor- 
mation into  a  holding  company  three 
years  ago.  Says  Miller:  "We  see  it  as  a 
natural  evolution  of  Textron's  original 
unrelated  diversification,  a  move 
toward  a  broader  concept  of  the  mul- 
timarket  management   concept." 

More  basically,  however,  Textron 
may  have  had  its  first  brush  with  a 
problem  most  multicompanies  are 
likely  to  face  sooner  or  later:  the 
problem  of  size.  Most  of  the  success- 
ful ones  are  already  enormously  large 
— Textron  hit  SI. 7  billion  in  sales 
last  year,  ITT  $3.9  billion— and  it  is, 
a  virtual  law  of  nature  that  as  a  cor 
poration  reaches  a  certain  size,  its 
growth  begins  to  slow  and  its  flexi 
bility  subsides. 

All  of  which  clearly  indicates  that 
the  last  chapter  on  the  multicompany- 
conglomerate  phenomenon  is  yet  to 
be  written.  When  it  is  written,  a 
happy  ending  is  by  no  means  assured 
for  a  good  many  of  today's  most  pub 
licized  corporations.  ■ 
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Watch  out 

for  these  changes 

in  1969 


I  Washington,  D.  C.  —  New  President,  new  Administration,  new 
attitudes  in  Congress  .  .  .  and  new  approaches  toward  many 
national  issues,  new  ideas  and  solutions  to  be  tested.  Mr.  Nixon's 
first  100  days  promise  to  bring  a  full  quota  of  changes,  which 
will  have  quick  and  strong  impact  in  every  comer  of  the  nation. 

As  the  editors  of  U.S.  News  &  World  Report,  the  news  maga- 
zine published  here,  point  out  —  a  new  President  coming  to  the 
White  House  is  the  signal  for  an  eventful  period  just  ahead.  The 
Nixon  Administration  is  expected  to  move  fast  against  the  prob- 
lems which  await  them,  and  the  approach  is  expected  to  be  far  dif- 
ferent from  Lyndon  Johnson's.  In  the  beginning,  at  least.  Congress 
is  likely  to  go  along  with  much  of  what  the  White  House  wants  — 
a  lukewarm  "honeymoon,"  perhaps,  but  hospitable  enough  to  pro- 
duce a  series  of  significant  changes. 

For  business  people,  investors,  family  managers  —  it  will  be 
a  time  to  follow  the  news  closely,  and  to  estimate  carefully  its 
consequences. 

Here  is  more  on  the  outlook  —  in  more  detail: 

THE  WAR  IN  VIETNAM:  Vietnam  is  the  ingredient  upon  which 
just  about  ever)  thing  else  in  the  new  year  depends.  End  the  war 
—  and  funds  become  available  for  programs  in  many  other  areas. 
But  a  settlement  wont  be  quick  or  easy.  Mr.  Nixon  believes  that 
Moscow  holds  the  key  to  a  solution.  He  has  no  sure-fire  plan 
to  bring  peace  to  Vietnam,  but  will  work  hard  to  find  one.  He  is 
aware  that  truce  in  Vietnam  would  do  more  than  anything  else 
to  unite  the  nation  behind  a  "minority"  President. 

BUSINESS  -  BIG  YEAR  AHEAD:  The  8-year-old  boom,  history's 
longest,  will  slow  a  bit  early  in  1969,  but  then  will  picl^  up  fresh 
momentum.  Home  building  should  lead  the  way.  Total  spending, 
personal  incomes,  retail  sales,  construction  outlays  —  all  will 
be  up  next  year.  Solution  in  Vietnam  could  set  off  an  extra  surge 
of  business  expansion  and  prosperity. 

THE  NIXON  STYLE  OF  GOVERNMENT:  The  new  Administra- 
tion, only  the  second  Republican  regime  in  36  years,  has  prom- 
ised to  "tidy-up"  the  complex  federal  machinery.  Mr.  Nixon  will 
be  a  forceful  President  —  fixing  attainable  goals,  and  wary  of 
hard-to-keep  promises.  It'll  be  a  new  style  of  Government  —  a 
sharp  change  in  White  House  methods  and  attitudes. 

CRIME  AND  LAW  ENFORCEMENT:  The  White  House  will  press 
for  new  laws,  new  judges,  new  attitudes  toward  crime  and  vio- 
lence. It  will  be  a  crucial  time  in  coming  months,  when  rising 
Black  militancy  encounters  the  new  federal  Administration  which 
is  committed  to  preserving  "law  and  order." 

NIXON  AND  THE  91st  CONGRESS:  Most  of  the  familiar  faces 
will  be  back  in  the  new  Congress,  Democrats  still  in  control,  and 
the  hierarchy  largely  intact.  Mr.  Nixon  will  have  trouble  with 
everything  that  comes  to  a  party-line  vote.  On  money  matters, 
the  91st  is  likely  to  be  more  "conservative,"  and  go  along  with 
ideas  to  control  spending.  Tax  revisions  will  probably  be  harder 
to  come  by. 

INFLATION  -  PRICES  —  WAGES:  Businessmen  and  housewives 
will  have  plenty  of  price  hikes  to  complain  about  in  1969.  Auto- 
matic wage  increases,  built  into  contracts,  will  keep  wages  climb- 
ing. Cost  of  living  will  continue  to  rise,  but  not  as  fast.  It  will  be 
hard  to  restrain  inflation,  but  Nixon  people  intend  to  slow  it. 
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INVESTMENTS  IN  1969:  Market  analysts  say  that  coming  months 
will  be  crucial  for  the  stock  market.  Nixon's  economic  programs 
will  have  sharp  impact  on  stock  prices,  but  progress  toward 
Vietnam  truce  would  be  an  even  greater  influence.  A  side  light  on 
the  "Nixon  market"— sophisticated  European  investors  stepped  up 
their  purchases  of  U.S.  stocks  in  the  days  following  the  Election. 

BIG-CITY-PROBLEMS:  The  new  Administration  will  look  to 
private  enterprise  for  initiative  and  funds  to  attack  chaotic  con- 
ditions in  the  big  cities.  You  can  expect  legislative  proposals 
adding  up  to  at  least  7  billion  dollars-worth  of  tax  credits  and 
other  incentives  for  that  purpose. 

U.S.  AND  THE  WORLD:  President-elect  Nixon  is  determined  to 
get  West  Europe  to  carry  a  bigger  share  of  the  defense  burden. 
Look  for  Russia  to  keep  "rattling  the  saber,"  at  the  restless 
satellite  countries,  particularly.  Mideast  war  is  a  constant  threat 
for  '69.  In  Red  China,  Mao's  dictatorship  may  fall,  with  military 
leaders  taking  over. 

This  is  the  right  time  to  start  a  trial  subscription  to  U.  S.  News 
&  World  Report  —  and  the  changes  coming  in  the  new  year  are 
not  the  only  reason.  You  can  try  the  magazine  right  now  at  a 
great  saving,  under  the  terms  of  a  special  Introductory  Offer.  It  is 
23  weekly  issues  for  only  $3.00,  which  works  out  to  13^  a  copy. 

U.S.  News  &  World  Report  is  the  news  magazine  you'll  profit 
most  from  reading  this  year.  It  is  a  personal  and  practical  maga- 
zine. Every  issue  brings  you  reliable  information  about  prices, 
taxes,  business,  investments,  education,  income,  health  .  .  .  news 
you  can  use  to  good  advantage. 

Please  look  over  this  list  of  headlines  from  U.S.  News  &  World 
Report  -  just  a  few  of  the  news  articles  which  have  appeared  in 
recent  issues: 

1.  Preview:  The  Nixon  Years:  People,  Plans,  Programs 

2.  When  Truce  Comes  In  Vietnam  —  Big  Changes  To  Expect 

3.  Business  In  1969:  What  Is  Certain,  What  Is  Not 

4.  What  Black  America  Wants  Now:  3  Negro  Leaders  Explain 

5.  Which  Way  Now  For  The  Stock  Market?  Experts  Advise 

6.  Christmas  Flight  To  The  Moon  -  And  What  Will  Follow 

7.  Slowing  Inflation:  What  Nixon  Will  Try 

8.  Signs  That  The  Cold  War  Is  Heating  Up  Again 

9.  Exclusive  Interview  With  President-Elect  Nixon 

10.  Faculty  Participation  In  The  College  Up-Risings 

11.  What  The  New  Congress  Is  Likely  To  O.K.  -  And  K.O. 

12.  More  College  Graduates  Into  The  Army?  Draft  Outlook 

13.  Press  vs.  President:  LBJ's  Ordeal,  And  Nixon's  Next 

14.  Progress  Report  On  The  Cure  For  Cancer 

15.  Where  Tax  Cuts  Will  Come  In  1969 

16.  Changes  Coming  In  Agencies  That  Regulate  Business 

17.  Big  Labor's  Leverage  In  The  91st  Congress 

18.  Nixon's  State  Department:  The  Significant  Changes 

19.  Stocks  The  Mutual  Funds  Are  Buying  And  Selling 

20.  End  Of  Mao  Dynasty:  Who  Is  Next  To  Run  Red  China 

21.  What  Will  Happen  To  The  Nation's  Courts  Under  Nixon 

22.  Where  Business  Is  Headed  —  The  Key  Indicators 

23.  Nixon  And  Congress  -  How  Long  A  Honeymoon? 

Please  try  a  more  inclusive  sample  —  a  trial  subscription  from 
now  to  next  Summer.  Special  Introductory  Offer  provides  an  easy 
and  inexpensive  way  to  find  out  how  good  this  news  magazine  is. 
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The  chall 

of  space  is  exciting^  demanding  and  expensive.  Billions  of  dollars  will  be  spent  and  untold  prob 
will  be  solved  by  a  host  of  corporations  before  man's  footprints  are  added  to  the  stark  moonscap( 
it's  happening.  And  Crane  is  helping  to  make  it  happen  by  solving  the  problems  we  know  best, 
special  pumps,  servomechanisms,  solid  state  circuitry  and  advanced  electronic  controls  will  help  i 
the  manned  Lunar  touchdown.  Taking  shape  in  Crane  research  labs  are  even  more  sophisti* 
components  destined  for  the  planets  and  beyond.  In  space,  Crane — as  so  many  space-conscious  c( 
rations — is  attacking  a  part  of  a  part  of  a  very  complex  problem  with  our  own  special  brand  of  d  | 
to-earth  creative  craftsmanship.  It's  a  growing  challenge.  But  as  the  challenge  grows,  so  grows 
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Multi-Industry 


The  companies  aren't  conglomerates,  but  they  belong  in  the 
mult/company  category  all  the  same.  What  GE  and  Union  Car- 
bide have  in  common  with  LTV  and  Gulf  &  Western  is  this: 
While  one  plus  one  can  equal  three,  it  can  also  equal  zero. 


\\  HAT    ( ONCLO.MEKATE     lUIlS    T\      iliul 

radio  stations,  makes  t-oinputers,  clet- 
tiJL  toothbrushes,  synthetic  diamonds 
and  fibers,  ele\ators,  nuclear-power 
plants,  electric  vehicles,  space  and 
undersea  e(iuipnient,  and  halt  a  mil- 
lion other  products?  Answer:  No  con- 
glomerate at  all.  We're  talking  about 
General  Electric  and  W  estinghouse. 

Con\cntionail\ ,  C^E  and  Westing- 
liouse  EL'ctric  have  been  called  clcc- 
tiiud  equipment  maimlactnrers.  The 
real  fact  is  that  they  are  inulticompa- 
nies  in  every  sense  ot  the  leim; 
not  congloincitilf  nnilticonipanies  but 
inulti-iiuhistnj  mnlticouipanies.  Not 
tleliberate  desiun  hui  hisu)rv  or  their 
own  success  niacle  tncm  so. 

None  of  these  nnilti-indnslr\  uudti- 
companics  intended  to  be  as  di\ersc 
ai  they  have  become.  While  CE  and 
\N  estinghouse  began  with  the  mission 
ot  being  in  everything  electrical,  they 
now  sell  %50-miIlion  nuclear-power 
plants  and  $15  electric  toothbrushes. 
W  hen  coal  was  king,  Koppers  Co. 
owned  mines  to  produce  it,  railroads 
to  transport  it,  built  ovens  to  burn  il 
antl  ownctl  utilities  to  distribute  en- 
ergy produced  by  coal.  In  the  De- 
pression years,  the  U.S.  Government 
iorced  Koppers  to  sell  off  its  railroads 
and  utilities.  Later  managements  went 


deeply  into  paints,  plastics  and  steel 
mill  construction.  History,  not  deliber- 
ate intent,  has  made  Koppers  into  a 
nuillicompany. 

Successful  re.search  and  internal 
growth  transformed  Minnesota  Min- 
ing &  Manufacturing  from  a  producer 
of  sandpaper  and  Hendix  Irom  an  air- 
craft and  auto-parts  supplier  into  two 
of  the  most  diverse  companies  in 
.\Mi(ii(a.   But  conglomerates?  No. 

The   Thread 

lh)w  does  this  happen?  "As  wc 
move  into  new  fields,  there  is  always 
a  very  strong  thread  of  technological 
compatibility  which  liolds  all  of  them 
together,"  says  Hendix  C'liief  Execu- 
tive .A. P.  f-'onlaine.  But  tlie  thread 
sometimes  leads  to  strange  places. 
Take  PPG,  which  moved  into  chemi- 
cals because  it  wanted  soda  ash  for 
its  glass  furnaces.  That  led  it  into 
other  chemicals.  It  began  selling 
p.iints  because  paints  fitted  neatly 
into  its  glass-distribution  system.  It 
went  into  oil  because  it  struck  oil 
looking  lor  salt  as  a  raw  maferi<tl  for 
glass  production. 

Other  multi-industry  companies 
were  diverse  from  their  inceptions.  A 
1917  combination  oJ  five  huge  chem- 
ical companies  put  Union  Carbide  in 


five  different  markets.  Through  inter- 
nal growth  and  acquisitions  Carbide 
gradually  branched  out  into  consumer 
products,  wigs  and  jewelry.  Vice 
President  and  Chief  Financial  Officer 
Wilham  S.  Sneath  recently  made  the 
point  that  if  Union  Carbide  were  put 
together  today,  instead  of  growing 
up  over  a  period  of  50  years,  many 
would  consider  it  a  conglomerate. 
He's  right. 

Fifty  years?  That's  where  the  key 
difference  lies.  Multi-industry  com- 
panies have  shown  they  can  live 
with  diversity  and  size.  Unlike  most 
conglomerates,  nianv'  of  them  have 
met  the  test  of  time.  The  smallest, 
Koppers,  made  over  §450  million  in 
sales.  The  biggest,  GE,  hit  $8  billion  in 
1968.  Most  of  this  growth  has  come 
internally,  and  their  chief  executives 
have  largely  climbed  the  ranks.  Birny 
Mason  Jr.  is  Union  Carbide's  eighth 
chief  executive.  Fred  J.  Borch  is  GE's 
fifth  chief  executive  and  held  seven 
other  top  positions  within  GE  before 
he  became  chief  executive. 

Conglomerators  would  do  well  to 
study  the  multi-industry  companies. 
Not  because  their  record  is  good.  Far 
from  it.  Ranked  among  Forbes  23 
industry  groups,  the  multi-industry 
companies   are   21st   in   five-year   re- 
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Company 


Minnesota  Mining 
General  Electric 
National  Lead 


Union  Carbide 
Westinghouse  El. 
Bendix  Corp. 


PROFITABILITY:  21st  of  23. 

RANKING:     A— RANKING  IN  FORBES  500      B- 


GROWTH:  22nd  Of  23. 

-RANKING  IN  MULTI-INDUSTRY 


5-]pmr' 

imrige  rtturn  on 
ttochholdcrt'  tquity 


Latest  12month 

return  on 

stockholders'  equity 


Rank 
A         B 


Per- 
cent 


Rank 
A  B 


Per- 
cent 


46 
128 
134 


(1) 
(2) 
(3) 


22.1 
16.1 
15.9 


42 
141 
266 


(1) 
(2) 
(3) 


20.8 
14.7 
11.6 


182 
336 
344 


(4) 
(5) 
(6) 


14.0 
10.7 
10J5 


339 
285 
272 


(6)  9.9 
(5)  11.3 
(4)       11.5 


Allis-Chalmers  Mfg.         482 
Industry  Median 
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497 


(10)       def 
10.6 
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?9b 
207 


(4) 
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Intl.  Han/ester 

405 

(7) 

8.9 

450 

(9) 

6.4 

34'^ 

PPG  Industries 

410 

(8) 

8.7 

412 

(8) 

7.8 

343 

Koppers 

433 

(9) 

',  7.6 

360 

(7) 

9.5 

405 

Ul^ 
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5-year" 

annual  increase 

in  sales 


5-year' 
annual  Increase  in 
per-share  earnings 


Per- 

Ra 

Ik 

Per- 

Rank 

Per- 

cent 

A 

B 

cent 

A 

B 

cent 

21.9 

195 

(2) 

10.8 

189 

(3) 

10.7 

13.7 

214 

(3) 

10.1 

371 

(5) 

4.2 

13.8 

395 

(9) 

5.6 

446 

(9) 

-2.1 

10.9 

357 

(7) 

6.5 

437 

(8) 

-0.4 
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266 

(4) 

8.6 

107 

(1) 

16.1 

'  r    r 

169 

(1) 

11.9 

■    233 

VH) 

9.2 
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(10) 

4.6 
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0.3 
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(8) 

6.2 

414 

(6) 

1.7 

1 
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(5) 

7.7 
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(2) 

14.2 

327       (6) 
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491      (10) 
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turn  on  equity,  and  22nd  in  per-share- 
earnings  growth. 

Rather,  the  conglomerates  should 
consider  the  problems  facing  the 
multi-industry  company.  For  as  con- 
glomerates mature  they  will  have  to 
shift  from  growth  \'ia  acquisitions  to 
growth  from  internal  operations  and 
re.search.  In  short,  in  a  few  years  or 
1.  conglomerates  will  probably  be- 
^v.me  multi-industry  companies. 

What  is  the  reason  for  the  big  gap 
in  performance  between  these  old 
multi-industry  companies  and  the  rest 
of  American  industry?  Is  it  simply 
their  greater  size  and  the  fact  that 
it's  harder  for  huge  companies  to  show 
good  percentage  gains?  No.  Two  of 
the  biggest  multi-industry  companies, 
GE  and  3M,  have  the  best  return  on 
equity  in  the  group,  well  above  the 
1.3.3^  median  for  the  Forbes  500. 

Why  are  so  many  of  these  multi-in- 
dustry companies  laggards?  It  would 
seem  that  the  special  way  a  multi- 
industry  company  must  be  managed 
accounts  for  its  performance.  The 
incredible  diversity  of  these  com- 
panies requires  tremendous  flexibility. 
Yet  the  internal  inertia  of  these  ma- 
ture multi-industry  companies  fre- 
(juently  deprives  their  chief  executives 
of  the  freedom  of  movement  that  still 
belongs  to  the  head  of  a  newly  formed 
conglomerate. 

A  conglomerator  has  little  senti- 
ment. He'd  sell  the  very  desk  at  which 
lie  sits  if  it  would  boost  earnings  per 
share.  And  if  the  Justice  Department 
shoots  down  an  acquisition,  he  simply 
goes  out  and  seeks  new  ones.  But 
the  head  of  a  multi-industry  company 
takes  an  operating,  rather  than  a  fi- 
nancial, view  toward  troubled  opera- 
tions. Westinghouse  President  Donald 
C.  Burnham  is  a  tough  man  and 
proud  of  it.  But  he's  also  proud  that 
Westinghouse  provides  jobs  and  in- 
come to  communities.  There  are  a 
dozen  W'estinghouse  divisions  he 
could  have  killed  to  boost  .short-term 
profits.  But  he  has  chosen  the  harder, 
longer  road  of  trying  to  improve  these 
difficult  operations.  Only  when  he  sees 
no  long-run  hope  does  he  throw  in 
the  sponge.  An  example  is  the  deci- 
sion a  few  weeks  ago  to  abandon  part 
of  the  Westinghouse  television-set  and 
stereo-phonograph  business. 

Often  when  a  multi-industry  com- 
pany is  in  trouble,  it  must  go  outside 
for  someone  tough  enough  to  do  what 
has  to  be  done.  Older  men  with  well- 
established  loyalties  often  can't  do 
the  job.  That's  why  Allis-Chalmers 
brought  David  C.  Scott  from  Colt 
Industries  to  take  over  as  its  lu  .\ 
president  last  year. 

Nostalgia  is  part  of  it.  International 
Harvester   hesitated   for   vears  before 


closing  its  big  McCormick  plant  in 
Chicago.  When  Bethlehem  Steel's  re- 
tired chairman,  Arthur  B.  Homer, 
sold  his  Quincy  shipyards  in  1964,  he 
said  that  it  felt  like  cutting  off  an  arm. 
Has  any  conglomerator  ever  talked 
like  that? 

Sentiment  alone  does  not  account 
for  the  lagging  of  many  of  these  older 
multi-industry  companies.  Sometimes 
management  concentrates  so  much  on 
its  traditional,  successful  operations 
that  it  overlooks  other  problems.  Ini- 
tially, it  made  sense  for  PPG  salesmen 
to  sell  both  glass  and  paint.  But  the 
market  changed.  In  glass  PPG's  one 
major  competitor  was  Libbey-Owens- 
Ford.  In  paint  it  faced  hundreds  of 
small  suppliers.  PPG  salesmen  nat- 
urally pushed  glass  because  it  was 
easier  to  sell.  As  a  result  PPG  didn't 
score  the  gains  in  paint  that  it  was 
capable  of. 
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Charles  P.  Bowen  Jr.,  head  of  thi 
consulting  firm  Booz,  Allen  &  Hamil 
ton,  points  out  that  neglected  opera 
tions  abound  in  every  big  highly 
versified  company.  Ex-GE  Chairma 
Ralph  J.  Cordiner  concedes  that  i. 
didn't  put  enough  top  management  iJ 
to  computers;  and  today  computer 
Iqsscs  are  a  big  reason  why  GE's  earn- 
ings growth  is  only  4.2%  yearly,  371st 
in  the  Forbes  500.  Under  current 
GE  head  Fred  Borch,  the  losses  are 
narrowing  {see  "Information  Proces- 
sing," p.  176).  But  top  management 
attention  and  time,  not  money,  are 
making  the  difference.  International 
Harvester  put  most  of  its  attention,  j 
until  recently,  into  tioicks  and  fann 
equipment.  Result:  Its  fledgling  con- 
struction machinery  business  lagged. 

Why  don't  the  managements  of 
multi-industry  companies  instinctively 
take  a  broad  and  balanced  view  of 
their  diverse  operations?  One  reason: 
New  chief  executives  often  come  from 
the  big-money-making  area  of  the 
company  and  go  out  of  their  way 
to  see  that  it  remains  strong. 

That  was  the  trouble  at  Westing- 
house. From  the  Thirties  until  Don 
Burnham  took  over  in  1963,  top  man-  , 
agement  was  dominated  by  men  who  , 
loved  Westinghouse's  big  and  profit- 
able utility  equipment  group.  Else- 
where research  was  not  exploited. 
Consumer  products  were  starved  for 
management  and  advertising  money. 
The  result  was  that  Westinghouse  fell 
farther  behind  archrival  GE. 

Patience 

Even  when  a  multi-industry  com- 
pany does  take  a  balanced  view,  it ' 
can't  move  as  fast  as  a  conglomerate. 
Conglomerates  buy  management,  mar- 
ket position,  and  plant.  A  multi-indus- 
try company  nonnally  develops  all 
three  itself. 

This  can  take  a  while.  Koppers 
and  National  Lead  both  are  expand- 
ing ambitiously.  Koppers,  with  1968 
sales  of  over  $450  million,  is  spend- 
ing roughly  $30  million  per  year  to 
modernize  and  expand.  National  Lead 
increased  capital  expenditures  from 
$32  million  in  1967  to  $40  million 
last  year.  Little  wonder  that  running 
a  multi-industry  company  puts  such 
strain  on  top  executives?  For  when  a 
conglomerate  makes  a  dramatic  mo\e, 
publicity  and  bookkeeping  options 
reap  a  quick  harvest.  The  payofl  in 
earnings  and  in  market  value  from 
internal  expansion  is  slower  and  less 
dramatic.  And  if  it  turns  out  to  be 
the  wrong  move,  management  has 
lost  not  only  mone\  but  time  as  well. 

All  this  makes  multi-industry  con 
panies  tricky  to  manage.  That's  wh; 
reorganization  is  a  way  of  life  for  th 
multi-industry  group.  In  the  last  ie\ 
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rhe  next  corporation  that  tells  me 

hey  Ve  never  heard  of  American  Express 

nternational  Banking  Corporation... 


L 


ight  just  become  one  of  our  best  customers! 


fter  all  these  years  I  still  hear  it — even  from 
>rporate  treasurers. "American  Express? 
I  international  banking?" 

It  hurts. 

Of  course,  they're  familiar  with  all  the 
her  American  Express  services.  Credit  Cards, 
ravclers  Cheques.  Travel  services. 

But  these  are  completely  separate 
irts  of  our  parent  company.  All  have 
:come  well-known  in  their  own  right 

Now  it's  our  turn. 


Bill  Powers,  Vice-President, 

American  Express  International 

Banking  Corporation. 


We're  an  international  bank. 
We  specialize  in  solving  financial  problems 
—  the  toughest  ones.  All  over  the  world. 

Which  is  why  some  corporations  who've 
never  heard  of  us — are  now  hearing  of  us. 
And  becoming  our  best  customers. 
If  you  have  any  problems  in  international 
finance,  call  me, 
Bill  Powers  at  (212)944-2000. 

American  Express 
International  Banking 
Corporation 


Now,  48  banking  offices  and  subsidiaries 
in  1 7  foreign  countries. 
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Warning.   How  do  you  run 

a  multi-indusfry  company  like 
Westlnghouse,  whose  opera- 
fions  range  from  movies  (left) 
io  nuclear-power  plants  (low- 
er left)?  "You  must  take  a 
balanced  view  of  all  your 
operations,"  says  President 
Don  Burnham,  "or  you  will 
find  your  company  diversi- 
fied in  sales,  but  not  in  earn- 
ings or  growth  opportunities." 


years  GE,  National  Lead,  PPG  and 
Carbide  have  all  had  major  reorgan- 
izations. 

One  result  of  the  reorganization  at 
GE  and  Carbide  was  the  concept  of 
a  president's  oflBce  where  several  men 
share  the  authority  of  the  chief  ex- 
ecutive. "The  business  was  getting  so 
big  and  complex  that  we  felt  this  was 
needed,"  says  Union  Carbide  Chair- 
man Birny  Mason  Jr. 

One  company  that  has  not  had  a 
major  reorganization  for  20  years  is 
3M.  Yet  3M  has  over  40  major  prod- 
uct lines  and  it  has  nearly  doubled 
its  earnings  in  the  past  six  years.  Its 
five-year  return  on  equity  is  22.1%,  i 
46th  on  the  Forbes  500.  \ 

Part  of  3M's  good  showing  stems 
from    its    research    and    development  ' 
and  the  fact  that  many  of  its  major  j 
products    don't   require   high    capital  I 
expenditures.   But  3M's  management  I 
structure  must  also   get  part   of   the  | 
credit.  It  is  flexible  and  it  encourages  ^ 
initiative.    When    a    new   product   is  I 
brought  out,  the  scientist  who  devel-  ' 
oped   it   is    given   a   chance   to   take 
charge  of  its  marketing.  If  a  product 
grows,   he   can  move  up  the  ladder 
with  it,  even  become  a  division  head.   ' 

Twenty-one  Companies 

Most  of  the  21  divisions  at  3M  have 
their  own  marketing  and  research 
labs.  IneflBcient?  It  sounds  so.  Two 
divisions  have  sometimes  made  the 
same  discovery.  Several  3M  salesmen 
have  called  on  the  same  customer 
in  one  day.  "We  have  to  give  the  di- 
visions theii'  head,"  says  3M  President 
Harry  Heltzer.  "It's  just  too  fast- 
changing  to  do  otherwise."  In  return 
for  this  near  autonomy,  each  division 
head  is  responsible  for  his  return  on 
investment,  operating  profit  margin  ■: 
and  earnings  growth. 

The  success  of  3M  on  the  Yard- 
sticks shows  how  spectacularly  a 
multi-industry  company  can  succeed. 
The  weak  performance  of  Allis-Chal- 
mers  shows  how  badly  one  can  miss. 
The  moral  is  clear:  A  multi-industry 
company  must  have  more  of  the  flex- 
ibility of  the  conglomerates  and  more 
of  their  detachment.  Its  leaders  must  I 
redirect  talent  and  capital  from  the 
least  promising  areas  into  growth 
areas.  To  say  that  conglomerates  play 
games  with  their  books  and  play  loose 
with  their  responsibilities  for  long- 
term  growth  is  to  ignore  their  very 
real  contribution:  They  have  restored 
management's  responsibility  to  decide 
where  and  how  capital  is  to  be  de- 
ployed. 

In  short,  the  conglomerates  and  the 
multi-industry  companies  can  learn 
from  each  other.  For  a  multicompany 
is  a  multicompany,  whether  it  became 
one  by  design  or  by  accident.  ■ 

FORBES,  JANUARY  1,  1969 


The  n-BiUioii 

Customer. 


rhe  Scandinavian 
s  pre-sold  on 
J.S.  products— and 
loolcing  for  more. 

•  ie  bought  $l-billion  worth  of  U.S.  goods  just  last  year.  Plastics, 
shions,  industrial  machinery,  autos,  fruits  and  vegetables,  chemi- 
il  products,  office  machines.  And  just  about  anything  else  you 
m  name. 

Higher  disposable  income. 

He  has  30%  more  disposable  income  than  his  neighbors  in  the 
ommon  Market.  He's  Danish,  Finnish,  Norwegian,  Swedish.  And 
3  buys  more  from  the  U.S.  than  Americans  buy  from  Scandinavia, 
'eating  a  very  favorable  balance  of  payments  situation  for 
le  U.S. 

The  Scandinavian  wants  to  buy. 

He  makes  it  easy  for  you  to  reach  him.  And  sell  him.  He  needs 
iternational  trade.  So  tariffs  are  low.  Red  tape  at  a  minimum.  He 
jeaks  your  language  .  .  .  English. 

And  SAS  makes  it  even  easier.  We'll  send  you  information 
Dout  Scandinavian  business  or  industries.  Give  you  the  do's  and 
don'ts"  of  trading  with  Scandinavia.  Help  you  meet  the  right 
eople,  and  generally  help  you  plan  your  trip  for  the  greatest  pos- 
ble  benefit. 

Kastrup  Airport,  cargo  gateway  to  Europe. 

And  when  you're  ready  to  ship,  mighty  SAS  DC-8  jet-freighters 
3n  carry  your  cargo  direct  to  Scandinavia  for  "instant"  distribu- 
Dn  from  Europe's  most  advanced  cargo  terminal — highly-auto- 
lated  Kastrup  in  Copenhagen.  Via  SAS  your  cargo  couldn't  be 
I  better  hands. 


Business  Services  DIv.,  (Dept.  SM) 
Scandinavian  Airlines  System,  Inc. 
555  Fifth  Avenue,  N.Y.,  N.Y.  10017 
Please  send  me  your  tv/o  free  fact-filled  book- 
lets on  the  Scandinavian  market. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


'ake  the  direct  approach  to  Scandinavian  business.  SAS  has  more  flights  on  more  days  of  the  week  direct 

to  Scandinavian  cities  than  anyone.  And  within  Europe,  SAS  serves  more  cities  than 
my  other  transatlantic  or  transpolar  airline.  For  reservations,  call  your  travel  agent  or  local  SAS  office. 

SAS  takes  you  where  it's  happening. 

S4S 


SC9JlfDi/l/^l/M/l/  /9iMi/l^£S 
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Finance 


What's  a  bank?  What's  an  insurance  company?  For  that  matter,  what's  a  computer  company  or 
a  retailer?  In  one  form  or  another,  they're  all  in  money  lending.  Catching  on  to  the  implica- 
tions,  the  financial  companies  are  off  on  a  mighty  acquisition  kick.  For  some,   too  late. 


Why  is  Sears,  Roebuck,  the  nation's 
leading  retailer,  ranked  among  finance 
companies  in  the  listing  on  page  101. 
It's  Forbes'  way  of  dramatizing  the 
changes  that  are  breaking  down  tradi- 
tional industry  groupings.  The  changes 
show  in  the  increasing  sway  of  the 
multicompany.  They  show,  too,  in  the 
everyday  world  of  business  where 
many  purchases  are  also  loans. 

Sears  is  a  retailer,  yes,  but  close  to 
60%  of  its  sales,  nearly  $5  billion 
worth,  is  done  on  credit.  Since  much 
of  the  credit  is  provided  by  its  Sears 
Acceptance  Corp.  subsidiary,  this 
makes  Sears  one  of  the  largest  con- 
sumer fiiance  firms  in  the  world. 
Nor  is  this  the  only  financial  opera- 
tion in  Sears:  Its  Allstate  Insurance 
Co.  subsidiary  is  the  U.S.'  third  larg- 
est fire  and  casualty  company.  All- 
state Insurance  and  Allstate  Life  con- 


tribute over  20%  of  Sears'  $400-mil- 
lion  net  income. 

Yes,  but  isn't  Sears  a  special  case? 
Not  any  longer.  What  about  Control 
Data?  CD  is  a  moderate-sized  com- 
puter company,  but  since  August 
of  last  year  it  has  owned  Commercial 
Credit  Co.,  a  $3.3-biIlion  (assets) 
credit  company.  As  of  now  Commer- 
cial Credit  is  chiefly  in  consumer  and 
sales  financing,  insurance  and  manu- 
facturing, but  the  potential  for  com- 
puter leasing  and  for  financing  CD's 
expansion  is   obvious   and  inevitable. 

Xerox  came  close  to  getting  into  the 
finance  business  talking  merger  with 
Commercial  Credit's  bigger  rival, 
C.I.T.  Financial.  The  merger  fell 
through,  but  the  betting  is  that  some 
other  nonfinancial  company  will  have 
C.I.T.  before  1969  is  finished. 

By    some    standards,    International 


Business  Machines  already  is  a  finance 
company.  The  computer  maker  has 
$2.6  billion  outstanding  in  net  rentals 
which  are  really  long-term  receivables. 
IBM,  like  Sears,  got  into  finance 
through  internal  growth.  But  today 
the  acquisition  route  is  more  popular. 

Industrial  companies  that  have 
moved  into  finance,  largely  through 
acquisition,  include  Gulf  &  Western, 
Signal  Oil,  City  Investing  and  Avco. 

Seeing  the  handwriting  on  the  wall, 
financial  institutions  have  been  trying 
to  diversify.  Take  banks,  for  example. 
They  are  turning  to  the  one-bank 
holding  company,  which  enables  a 
company  to  be  in  banking  and  in 
other  financially-related  businesses  as 
well.  Winston-Salem's  big  Wachovia 
Bank  &  Trust  is  such  a  bank.  Says 
President  John  F.  Watlington:  "We 
{Continued  on  page  101) 
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e  a  winner^ 
you've  got  to 
rise  above  the 
Ivory  Tower  Temptation 


f'^m^- 


\ 


i: 


^here  do  you  find  the  coach  on  a  football  afternoon?  Right  in  the  middle  of  things. 

where.  He  wouldn't  win  many  games  sitting  in  his  office  when  the  team  is  slugging  it 
the  stadium.  He  has  to  be  there. 

Calling  plays  from  an  Ivory  Tower  is  a  terrible  temptation.  Business  has  become  so 
ticated  today,  we  tend  to  put  all  our  faith  in  impersonal  data,  feasibility  studies,  electronic 
unications,  and  home  office  committees.  That's  why  we  invested  in  this  Beechcraft  King 
;  helps  us  rise  above  the  Ivory  Tower.  It  keeps  us  in  touch  with  the  real  world  by  letting 
where  we're  needed  — when  we  need  to  he  there." 

his  kind  of  personal  communication  is  one  of  the  things  our  business  is  all  about  at  Beech, 
ild  nineteen  different  business  airplanes  that  are  used  by  all  kinds  of  businesses  to  put 

in  the  right  place  at  the  right  time.  Nineteen  different  Beechcrafts  to  lift  you  out  of 
ory  Tower  so  you  can  really  stay  on  top  of  things. 

'e  also  build  airiiners,  missiles  and  aircraft  for  the  military.  And  we're  deeply  involved 
tems  design  and  development  for  America's  aerospace  program, 
t  Beech,  we  keep  ahead  of  the  times  by  keeping  in  close  touch  with  people.  By 
)ating  their  needs.  By  being  in  the  right  place  at  the  right  time, 
f  course,  it's  easy  for  us  to  rise  above  thejvory  Tower  Temptation.  We 
s  have  a  Beechcraft  available. 


Be  there! 


Beech  Aircraft  Corporatii 
Wichita,  Kansas 


-;s^ 


-^^ 
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When  Bert  Simon  decided  to  install 
a  computer,  five  companies  turned  out 
to  help  him  make  up  his  mind. 


Bert  Simon  is  President  of  Simon  Stores,  Inc.,  a  chain  of  retail  stores 
headquartered  in  Oakland,  California. 

When  his  grandfatherfounded  the  business  at  theturn  of  the  cen- 
tury, it  was  a  simple  shop  selling  secondhand  tools  to  local  trades- 
men. Today,  Simon's  is  a  modern  version  of  a  country  store  where  a 
man  can  buy  anything  from  a  brass  bolt  to  a  diamond  ring. 

"Last  year  we  decided  to  install  a  small  computer,"  relates  Mr. 
Simon.  "A  simple  matter— so  we  thought.  But  when  word  got  around, 
to  our  surprise,  five  computer  companies  were  interested  in  submit- 
ting competitive  bids.  All  the  equipment  was  first  class.  It  took  six 
months  of  studying  and  thinking  before  we  made  up  our  minds. 

"We  finally  decided  to  go  with  IBM.  What  impressed  us  was  how 
much  their  people  knew  about  our  business;  how  well  they  under- 
stood our  special  problems— and  hoW  to  solve  them. 

"As  a  result  of  the  computer,  we've  been  able  to  give  our  cus- 
tomers better  service.  And  in  any  business,  that's  what 
keeps  them  coming  back." 


Less  than  twenty  years  ago,  there  was  just  a  handful 

of  companies  making  computers.  Today,  there  are 

more  than  sixty— helping  men  like  Bert  Simon  run 

their  businesses  more  efficiently  and  do  a  better 

job  for  their  customers. 


IBM 
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©BOISE  CASCADE  COR 
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Change. 


iMiMl 


of  tradition, 
but  mainly  as  reminders 
of  our  responsibility 
for  progress. 


BOISE  CASCADE  CORPORATION: 
going  in  new  directions  with  new  ideas. 

HOfflM  and  Bulkllng  Producb,  P«p«r,  Packaging  and  OWea  SuppHM. 
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RANKING:     A— RANKING  IN  FORBES  500     B— RANKING  IN  FINANCE  INDUSTRY 
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conibimHi  return  on 

annual  increase 
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equity 

stockholders 

equity 

delrt  and  equity 
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per. 
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Per- 
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Ik 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

American  Express 

52 

(1) 

21  3 

18 

(1) 

26.7 

25 

(1) 

20.6 

57 

(5) 

19.6 

-     126 

(7) 

14.2 

Intl.  Business  Mach. 

59 

(2) 

208 

37 

(2) 

21.2 

45 

(2) 

18.1 

80 

(6) 

17.5 

105 

(6) 

16.3 

Beneficial  Finance 

82 

(3) 

19.0 

227 

(14) 

12.7 

374 

(26) 

7.1 

291 

(33) 

8.1 

300 

(30) 

6.7 

Avco  Corp. 

126 

(4) 

162 

76 

(3) 

17.7 

185 

(7) 

110 

53 

(3) 

20.3 

214 

(12) 

9.7 

Household  F  nance 

136 

(5) 

15.8 

88 

(4) 

16.7 

394 

(31) 

6.6 

224 

(24) 

9,8 

185 

(8) 

10.9 

Sears,  Roebuck 

147 

(6) 

15,3 

193 

(11) 

13.5 

118 

(3) 

13.2 

263 

(31) 

8.5 

263 

(28) 

8.2 

C.I.T.  Financial 

206 

(7) 

13.5 

191 

(10) 

13.6 

440 

(34) 

5.6 

267 

(30) 

8,5 

377 

(37) 

4.0 

Bank  of  America 

235 

(8) 

128 

177 

(7) 

13.8 

132 

(4) 

128 

204 

(23) 

10,4 

233 

(19) 

9,2 

Marine  Midland 

248 

(9) 

125 

179 

(8) 

13.7 

213 

(11) 

10.4 

191 

(21) 

10,9 

251 

(24) 

8.6 

General  Amer.  Trans. 

250 

(10) 

124 

313 

(24) 

10.7 

414 

(32) 

6.1 

482 

(40) 

1,3 

388 

(39) 

3.6 

Bankers  Trust  N.Y. 

267 

(11) 

12.1 

181 

(9) 

13.7 

227 

(15) 

10.2 

119 

(8) 

14,7 

187 

(9) 

10.7 

CrccI^erCitizens 

274 

(12) 

12  0 

212 

(12) 

13.0 

250 

(18) 

9.7 

232 

(25) 

9,5 

347 

(34) 

5.0 

Security  Pacific 

291 

(13) 

11  6 

238 

(15) 

12.4 

161 

(5) 

11,6 

235 

(26) 

9,4 

241 

(21) 

8.9 

First  Natl.  City 

294 

(14) 

11  5 

212 

(12) 

13.0 

222 

(13) 

10.3 

128 

(10) 

14.1 

228 

(14) 

9.4 

Cont.  Illinois  Natl. 

297 

(15) 

11.5 

243 

(16) 

12.1 

159 

(6) 

11.5 

130 

(11) 

14.1 

252 

(25) 

8.6 

Chase  Manhattan 

311 

(16) 

112 

249 

(18) 

12.1 

217 

(12) 

10.3 

142 

(13) 

13,6 

25/ 

(27) 

8.3 

Provident  Life  &  Accid. 

317 

(17) 

110 

361 

(26) 

9.5 

186 

(8) 

11.0 

238 

(27) 

9.3 

308 

(32) 

6.5 

Chemical  Bank 

319 

(18) 

110 

251 

(19) 

12.0 

198 

(9) 

10.8 

133 

(12) 

14.0 

304 

(31) 

6,6 

Manufacturers  Hanover 

321 

(19) 

109 

269 

(20) 

11.6 

206 

(10) 

10.7 

149 

(14) 

13.1 

226 

(13) 

9.5 

Western  Bancorp. 

343 

(20) 

10  6 

247 

(17) 

12.1 

259 

(19) 

9.5 

198 

(22) 

10.7 

265 

(29) 

8,1 

Amer.  General  Insur. 

359 

(21) 

103 

154 

(6) 

14.4 

223 

(14) 

10.3 

54 

(4) 

20.2 

55 

(5) 

21.2 

Wells  Fargo  BanV 

360 

(22) 

103 

294 

(22) 

11.2 

288 

(20) 

8.9 

181 

(19) 

11.3 

242 

(22) 

8.9 

First  Natl.  Chcago 

366 

(23) 

10  1 

342 

(25) 

9.9 

230 

(16) 

10.1 

154 

(15) 

12.5 

230 

(16) 

9,3 

Morgan  Gjaranty  Trust 

365 

(24) 

10  1 

271 

(21) 

11.5 

237 

(17) 

10,0 

117 

(7) 

15.0 

252 

(25) 

8.6 

Control  Data 

371 

(25) 

10.1 

388 

(27) 

8.4 

393 

(30) 

6,6 

16 

(1) 

38.5 

17 

(2) 

42.4 

Lincc  n  Natcnal 

408 

(26) 

8.8 

400 

(31) 

8.2 

293 

(21) 

8.8 

421 

(38) 

4,7 

357 

(35) 

4.6 

Tran^america  Corp. 

411 

(27) 

87 

298 

(23) 

11.0 

313 

(23) 

8.4 

124 

(9) 

14,3 

220 

(15) 

9.6 

Naticnal  Life 

413 

(28) 

86 

398 

(30) 

8.2 

305 

(22) 

8.6 

426 

(39) 

4,6 

230 

(16) 

9.3 

Connecticut  Gen. 

427 

(29) 

80 

391 

(28) 

8.4 

325 

(24) 

8.0 

176 

(17) 

11.7 

236 

(20) 

9.2 

Amer.  Natl.  Insur. 

440 

(30) 

7.2 

424 

(32) 

7.3 

365 

(25) 

7.2 

343 

(36) 

6.8 

375 

(36) 

4,1 

Aetna  Life  &  Cas. 

446 

(31) 

69 

447 

(37) 

6.5 

380 

(27) 

6,9 

1G6 

(20) 

11,2 

380 

(38) 

3,9 

Travelers  Corp. 

449 

(32) 

68 

430 

(33) 

7.0 

387 

(28) 

6.8 

285 

(32) 

8,2 

333 

(33) 

5.5 

St.  Paul  Companies 

450 

(33) 

68 

444 

(34) 

6.6 

389 

(29) 

6.8 

310 

(34) 

7,7 

190 

(11) 

10.6 

U.S.  Fidelity  &  Guar. 

458 

(34) 

6  1 

454 

(38) 

•     6.2 

416 

(33) 

6.1 

254 

(28) 

8,8 

187 

(9) 

10.7 

Hartford  Fire  Ins. 

469 

(35) 

5.4 

445 

(35) 

6.6 

453 

(35) 

5,4 

319 

(35) 

7.4 

244 

(23) 

8.8 

Continental  Corp. 

472 

(36) 

50 

446 

(36) 

6.6 

459 

(36) 

5.0 

168 

(16) 

12.0 

25 

(3) 

32-2 

Crum  &  Forster 

476 

(37) 

45 

460 

(39) 

6.0 

468 

(37) 

4.5 

178 

(18) 

11.5 

26 

(4) 

31,9 

INACorp. 

478 

(38) 

43 

483 

(40) 

3.7 

472 

(38) 

4.3 

262 

(29) 

8.7 

445 

(40) 

-1.9 

CNA  Financial 

NA 

393 

(29) 

8.4 

N.A, 

385 

(37) 

5.9 

232 

(I8i 

9,3 

Laasco  Data  Process. 

N.A 

89 

(5) 

16.7 

N.A. 

18 

(2) 

35.8 

1 

(U 

97.2 

lnve:tors  Diversifiedt 
Industry  Medic 

mi 

Hi. 

18.9 

17.0 
11.6 

17,3 

2.7 
11.1 

53 

m 

10.8 

9.2 

9.1 

A— In    FORBES    500         B 

—  In    Fi 

nance    in 

iustry 

fUnranked 

,    not    in 

FORBES 

500.      N.A. —Not 

available 

due    to    recent    mergers:    not 

ranked. 

"includes   latest 

12  month   increase  vs.    1962  63  64  average 

.  -,  -- 

■r«i 

(Coittinuvd  from  jxis^c  96) 
.aiit    to    diversify    before    somelxxK 
ecides  to  do  it  for  us." 

Whatever  niaiiageineiit  ends  up  on 
op,  the  result  is  still  the  same:  Fi- 
ancial  companies  are  no  longer 
trictly  financial.  And  as  Sears,  IB.M 
ind  Control  Data  prove,  industrial 
ind  retailing  companies  are  no  longer 
trictly  industrial  or  retail. 

The  banks  and  insurance  compa- 
lies,    now    frantically    attempting    to 


make  acquisitions,  are  coming  late 
to  the  game.  Had  they  diversified  a 
half  decade  ago,  the\'  would  now  be 
ill  a  better  position.  Their  stock  prices 
lemled  to  be  higher  than  they  are 
now,  and  the  cost  of  acquisitions 
lower.  To  a  degree,  they  missed  the 
boat.  This  is  ironic,  considering  that 
banks  and  insurance  companies  pro- 
vided much  of  the  money  with  which 
the  early  multicompanies  did  their 
acrjuiring. 


Today  the  investment  image  of 
some  of  the  purely  financial  companies 
is  badly  tarnished:  fire  and  casualty 
companies,  for  example,  from  the  soar- 
ing cost  of  settling  claims,  especially 
ill  automobile  accidents;  life  insmance 
companies  from  growing  preference 
for  term  and  group  insurance  rather 
than  straight  life.  All  this  is  reflected 
in  the  Forbes  Yardsticks.  INA,  which 
is  finally  diversifying  by  paying  a 
heavy   price    (about   $310   million   in 
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Industrial  Developmeir 


BAYPORT  DEVELOPMENT  — 
Bayport,  adjacent  to  NASA's 
Manned  Spacecraft  Center  on 
Houston's  southeast  outskirts, 


is  the  center  of  industrial  de- 
velopment activity  on  the 
Texas  Gulf  Coast.  Nineteen 
firms  have  acquired  Bayport 


sites,  and  have  announc 
plants  with  a  combined  vai 
of  more  than  $165  millior). 


Kingwood  Properties  j| 

Friendswoodj 


Adds  New 
Project 

Friendswood  Devel( 
ment  Company  has  pi 
chased  one-half  interest 
50,000  acres  of  land  nor 
east  of  Houston  with  Ki 
Ranch,  Inc.,  for  futi 
development. 

Friendswood  will  be  i 
managing  partner  for  i 
new  project  named  Kij 
wood  Properties.  Plan 
the  development  wilP 
announced  shortly. 

Most  of  the  Ian 
heavily  wooded  in  a 
rolling  terrain.  One  pj 
fronts  on   Lake   Houl 


Philco-Ford  Building  in  University  Park. 


BAYPORT  •  UNIVERSITY  PARK  •  INDUSTRIAL  PARK  •  CLEAR  LAKE  CITY  •  KINGWOOD  PROPERT 


I 


ive  Years  Ahead  of  Schedule 

"^ Plant  Values:  $165  Million 


^^,- 


■■'«nB«;-^    "•> 


iSTE 

;ating 

,NT  — ► 

MAYCO 
Site 


Nineteen  companies  have  acquired  sites  totaling  2,757  acres  with  announced 
plant  projects  valued  at  more  than  $165  million  to  push  Bayport  five  years 
ahead  of  original  growth  projections. 

Oxirane  Chemical  Co.  and  FMC  Corp.  have  just  put  multi-million-dollar 
plants  on  stream,  and  Celanese  Chemical  Co.  has  started  construction  of  new 
units  that  will  quintuple  its  production  capacity  in  Bayport. 


Other  Construction 

Other  major  construction 
includes  the  Lubrizol  Corpo- 
ration's $5  million  lube  oil 
additives  plant  and  the  $16 
million  air  separation  and 
steam  plant  by  Big  Three 
Industrial  Gas  and  Equip- 
ment Company. 


Oxirane  is  making  propyl- 
ene oxide  and  propylene 
glycols  at  its  $30  million 
plant  with  a  process  based 
on  new  technology  developed 
by  Halcon  International. 
FMC,  owner  of  244  acres, 
produces  synthetic  glycerine 
and  other  products. 


I 


her  Projects 

ayport  is  being  devel- 
i  by  Friendswood  De- 
)pment  Company,  a 
iidiary  of  Humble  Oil 
lefining  Company, 
er  friendswood  proj- 
;  include:  University 
k.  —  a  development  3 
es  southwest  of  Bay- 
:,  restricted  for  techni- 
service  and  research 
ilities,  computer  cen- 
,  engineering  and  re- 
;d  administrative  of- 
?s;  Industrial  Park 
th  —  a  light  industrial 
Ic  located  next  to  Uni- 
>ity  Park  in  Clear  Lake 
y;  Clear  Lake  City  — 
of  America's  most  suc- 
sful  "new  towns"  with 
Idential  subdivisions, 
tools,  churches,  com- 
rcial  and  recreational 
ilities. 
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Clear   Lake   City's   Recreation   Center  includes   gym, 
3  pools,  meeting  rooms. 


Billion  Pounds 

Celanese  will  increase  its 
production  capacity  at  Bay- 
port  on  its  1,000-acre  site. 

Phase  one  of  Celanese's 
announced  $50  million  com- 
plex was  an  acetaldehyde 
production  unit  with  a  175 
million  pound  annual  ca- 
pacity. 

In  mid- 1968,  Celanese  an- 
nounced new  units  for  the 
production  of  vinyl  acetate, 
ethylene  oxide,  ethylene  gly- 
col, glycol  ethers  and  ether 
acetates  bringing  their  total 
output  to  more  than  one  bil- 
lion pounds  per  year. 

Other  companies  with  op- 
erational plants  in  Bayport 
are  American  Cryogenics; 
Bayport  Fabricating,  Inc.; 
Dixie  Chemical;  Haldor 
Topsoe,  Inc.;  Himible  Pipe 
Line;  Southwest  Latex  and 
Velsicol  Chemical.  Other 
landholders  are  ARCO 
Chemical;  Houston  Lighting 
&  Power  Co.;  Lockheed  Air- 
craft Corp.;  Lone  Star  Ce- 
ment; Mayco  Oil  &  Chemi- 
cal; Oakite  Products,  Inc. 
and  Petrolite  Corp. 


n 


FRIENDSWOOD 
DEVELOPMENT  COMPANY 

A  subsidiary  of  Humble  Oil  &  Refining  Company 
The  folks  who  put  a  tiger  in  your  tank! 

Call  or  write:  S.  M.Whitehill,  Dept.  F-1,  Box  2180,  Houston,  Tex. 
77001  (713)  CA  1-3133 

Please  send  information  on: 


□  Bayport  Industrial  Development 

□  University  Park 

□  Light  Industrial  Park 


□  "Chemical  Giant"  film 

n  Clear  Lake  City 

D   Kingwood  Properties 


•Special  arrangements  can  be  made  for  you  to  borrow  a  30-minute,  16mm, 
color,  sound-on-film  that  describes  Bayport  and  the  chemical  process  in- 
dustries in  the  Houston  area. 


Name 


Title 


Firm 


City 


State 


Zip 


L_. 


._J 
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stock)  fur  World  Airways,  ranks  445th 
in  earnings  growth  in  the  Forbes  500. 
Only  a  few  insurance  companies  rank 
in  tile  first  100  in  earnings  growth. 

Now.  by  joining — or  creating — 
multiconipanies,  insurance  companies 
hope  to  alleviate  one  of  their  toughest 
marketing  problems:  the  fact  that  life 
insurance  is  no  protection  against  in- 
flation. Gordon  Crosby  Jr.,  chairman 
of  USLIFE,  which  fomied  a  holding 
companv  in  1966,  explains:  "Financial 
planning  will  become  one  whole  pack- 
age of  mutual  funds  and  insurance." 
USLTFE  has  already  accjuired  mutual 
funds  and  several  insurance  compa- 
nies. Much  larger  CNA  Financial  now 
owns  Performance  Whiz  Kid  Gerald 
Tsai's  mutual  fund  organization. 
American  General  has  gone  into  a 
bank  and  mutual  funds  and  bought 
an  additional  13%  of  California- West- 


ern States  Life  right  from  under  the 
nose  of  American  Express,  which  is 
getting  into  the  multiservice  game 
on  its  own.  American  Express,  as  a 
result  of  acquiring  Fund  American, 
is  now  in  mutual  funds,  fire  and 
casualt\'  insurance  and  computer  leas- 
ing. On  the  Yardsticks,  American  Ex- 
press also  fares  \\'ell  because  reported 
earnings  figures  do  not  reflect  the 
salad  oil  fiasco,  which  has  already 
cost  it  $35  million  before  taxes. 

It  is  little  wonder  that  the  three 
major  sales  finance  companies,  C.I.T., 
Commercial  Credit  and  Associates 
Investment,  attracted  take  over  bids. 
Their  stocks  were  badly  depressed. 
The  companies  themselves  were  in  a 
cruel  bind  between  the  high  cost  of 
lendable  money — their  raw  material 
— and  growing  competition  from 
banks  and  others. 


DICK   ER/CSON 

"Good  afternoon  again,  friends.  You  still  have  three  minutes  to  fake 
advantage  of  our  offering  of  25-year  iDortgages  for  only  4%%  .  .  . 
that's  right,  only  4%%,  department  nine  on  the  mezzanine!" 
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Even  the  liighlv  profitable  small- 
loan  companies  have  felt  the  need  to 
diversify.  On  the  Forbes  Yardsticks 
Household  Finance  has  done  consid- 
erably better  in  earnings  growth  than 
archrival  Beneficial.  HFC  diversified 
-profitably  into  retailing.  Beneficial 
bought  retailer  Spiegel,  and  was 
hurt  by  losses  in  that  operation.  HFC! 
u?ied  that  advantage  last  year  to  ac- 
([uire  a  $113-million  maker  of  leisure 
equipment,  King-Seeley  Thermos. 

On  a  current  basis,  the  commercial 
banks  would  seem  to  have  few 
worries:  High  interest  rates  have  help- 
ed their  earnings.  But  it  is  the  future 
that  worries  bankers.  Banks  have  been 
losing  short-term  corporate  loans  to 
the  commercial  paper  market.  They 
have  had  to  move  into  consumer  bank- 
ing, a  highly  competitive  field.  Ag- 
gressive Bank  of  America  has  shown 
little  hesitation.  It  has  moved  into 
credit  cards,  travelers  checks  and 
automated  services.  Rivals  see  these 
moves  as  the  first  steps  toward  a  really 
national  Bank  of  America  operation. 

Among  some  other  banks,  like 
Chase  Manhattan  and  Morgan  Guar- 
anty, traditional  conservatism  still 
holds  sway.  But  many  banks,  like 
Union  Bancoip.  and  Wachovia,  have 
formed  one-bank  holding  companies, 
which  now  account  for  well  over  15^' 
of  all  bank  deposits. 

New  Entries 

"The  banks  and  insurance  compa- 
nies," says  John  Gosnell,  Avco's 
shrewd  finance  committee  chainnan, 
'have  lost  their  old  share  of  the  con- 
sumer dollar  and  are  trying  to  get  it 
back."  But  companies  like  Avco  aren't 
going  to  make  things  easier  for  them. 
Avco  has  gone  into  insurance,  finance, 
savings  &  loan  and  credit  cards. 

Transamerica  Corp.,  now  in  life  in- 
surance, fire  and  casualty  insurance 
and  mutual  funds,  is  doing  imagina- 
tive and  nontraditional  things.  Unlike 
most  of  ths  banks  and  insurance  com- 
panies, Avco  and  Transamerica  have 
gone  multicompany  with  a  vengeance. 
Transamerica  has  an  airline,  a  movie, 
a  cai'  rental  and  a  record  company.  And 
Avco  has  diversified  all  over  the  lot. 

l"oi-  all  its  seeming  incongruilv,  it 
may  turn  out  that  the  Avco/Trans- 
anierica  kind  of  diversification  is  the 
most  workable  kind.  Avco's  Gosnell 
puts  it  like  this:  "What's  the  economic 
sense  of  tying  yourself  to  a  limited 
definition  of  what  kind  of  field  >'ou 
should  go  into?"  Gosnell  remind: 
banks  and  insurance  companies  thai 
it  was  a  too-limited  view, that  got  them 
into  trouble  in  the  first  place — anc 
that  forced  them  into  the  acquisitioi 
game  at  a  time  when  their  stocks,  tin 
chief  medium  of  exchange  in  mergers, 
were  mostly  depressed.  ■ 
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It  may  ruin 
your  status. 


happens  all  the  time.  A  guy  has  a  nice  little 
Jsiness.  He's  making  a  living.  But  that's  about  it. 
ne  day  he  buys  a  couple  Detroit  Diesel  engines, 
nds  they  cover  more  miles.  Faster.  With,  bigger 
ayloads.  Business  picks  up.  And  up.  Before  he 
lows  it,  bang,  he's  a  fleet  owner.  Does  he  owe 
all  to  Detroit  Diesel?  No.  But  it  helped. 
Take  Dahlen  Transport  of  St.  Paul.  In  1943, 
)hn  Dahlen  drove  his  own  petroleum  truck. 
Dday  he  has  100  tractors  and  130  trailers.  His 


power— Detroit  Diesel  6-71N  engines.  "The  2- 
stroke  cycle  is  a  big  advantage,"  Dahlen  said. 
"The  engines  run  smoother  at  low  rpm's.  And 
as  for  maintenance,  we  don't  even  touch  these 
engines  until  100,000  miles." 

John  Dahlen  lost  his  small  trucker  status.  Now 
it's  your  turn.  Detroit  Diesel  Engine  Division, 
General  Motors,  Detroit,  Michigan  48228. 

Tired  of  your  present  status?  Let  Detroit  Diesels 
work  you  out  of  it. 


Energy 


Things  went  beautifully  last  year,  but  the  industry's  confidence  stops  short  of 
euphoria,  for  the  very  scale  of  future  expansion  prospects  makes  problems. 


A  KKK.LiNG  of  well-being  permeated 
the  Chicago  Conrad  Hilton  Hotel 
where  the  top  men  of  the  oil  industr\' 
gathered  for  the  American  Petroleum 
Institute  convention  late  last  year. 
Business  was  better  than  expected. 
And  the  future  looked  just  as  good, 
with  the  exciting  prospect  of  huge 
new  reserves  of  oil  apparently  waiting 
for  them   under  the  frozen   tundra  of 


northern  Ala.ska. 

Petroleum  product  sales  in  the  U.S. 
rose  by  more  than  6%  last  year, 
well  up  from  the  3%  and  4%  gains  of 
recent  years.  Prices  for  products  were 
generally  firm,  and  nine-month  earn- 
ings of  oil  companies  showed  growth 
in  the  10%  area.  Such  growth  on 
top  of  bulging  profit  gains  in  post- 
Suez  late  1967  was  most  satisfactory. 


Product    prices    abroad    remained    at 
h'gh  post-Suez  levels  too. 

There  was  no  single,  outstanding 
■ .  reason  for  the  better-than-usual  growth 
in  domestic  sales.  Some  oilmen 
thought  President  Johnson's  request 
that  Americans  vacation  at  home 
might  have  gotten  more  people  out  on 
the  roads  for  motoring  holidays. 
Others   cited   the  near  completion  of 
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Company 


5  year 

average  return  rn 

stockhocoi5'  equity 

Rank  Pnr- 

A         B        cent 


L3te-,t  12  month 

return  on 

stock!io  de-s'  equity 


5-ycar 

combined  return  on 

debt  and  equity 


5  year' 

annual  increase 

in  sales 


Rank 
A  B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A  B 


Per- 
cent 


5  year* 
annjil  increase  in 
per  sh3fe  earnings 

Rank  Per- 

A  B         cent 


Amerada  Petroleum 
Halliburton  Co. 
Ashland  Oil  and  Ret. 
Occidental  Petrol. 
Texaco  Inc. 
General  Electric 


70 
91 
102 
103 
119 
128 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 


20.1 
18.1 
17  4 
17.4 
16.6 
16.1 


71 
73 

84 

56 

96 

141 


(4) 
(5) 
(6) 
(2) 
(7) 
(8) 


18.1 
17.8 
17.0 
18.9 
16.5 
147 


29 
73 
131 
125 
86 
107 


(1) 
(2) 
(6) 
(5) 
(3) 
(4) 


20.1 
15.7 
12.9 
13.0 
14.9 
13  7 


148   (10) 
77   (7) 


35 

1 

211 

214 


(4) 
(1) 
(13) 
(14) 


13.2 
17.7 
24.3 
107.4 
10.2 
10.1 


2G7 
117 
120 
7 
249 
371 


(26) 
(9) 

(10) 
(1) 

(25) 

(33) 


8.1 

15.3 

14.8 

57.8 

8.7 

4.2 


Universal  Oil  Prod. 
Kerr-McGee 
Dresser    Industries 
Hess  Oil  and  Chem. 
Shell  Oil 
Standard  Oil  (Ohio) 


135 
146 
161 
171 
178 
187 


(7) 
(8) 
(9) 
(10) 
(11) 
(12) 


158 
15.3 
14.7 
14.5 
14.2 
13.9 


28 
220 
262 
145 
161 
180 


(1) 
(19) 
(20) 
(9) 
(11) 
(15) 


23.3 
12.9 
11.8 
14.6 
14.1 
13.7 


219  (18)  10.3 

157  (12)  11.9 

141  (7)  12.5 

285  (25)  8.9 

149  (8)  12.1 

152  (10)  12.0 


25 
111 

56 
304 
273 
290 


(2) 
(8) 
(5) 
(24) 
(20) 
(23) 


28.2 

15.3 

20.0 

7.8 

8.4 

8.1 


Pittston  Co. 
Standard  Oil  (Cal.) 
Babcock  and  Wilcox 
Schlumberger  Ltd. 
Diamcnd  Shamrock 
Continental  Oil 


246 
257 
265 
28C 
282 
307 


(18) 
(19) 
(20) 
(21) 
(22) 
(23) 


12.6 
12.3 
12.2 
11.8 
11.8 
11.2 


175 
274 
321 
211 
289 
309 


(13) 
(22) 
(28) 
(18) 
(24) 
(26) 


13.8 
11.5 
10.5 
13.1 
11.3 
10.8 


329 
174 
173 
183 


(32) 
(15) 
(14) 
(16) 


276   (22) 
270   (20) 


7.9 

11.4 

11.5 

11.1 

9.1 

9.4 


230 
241 
204 
350 
323 
140 


(15) 
(17) 
(12) 
(29) 
(28) 
(9) 


9.6 
9.2 

10.4 
6.7 
7.3 

13.6 


19   (2)  37.3 

217  (23)  9.6 

80   (4)  18.0 

143  (11)  12.7 

199  (20)  10.2 

154  (13)  12.3 


C:mbur,t:cn  Engneer.  209  (13)  13.4  14".        9  14  5  150  (9)  12.1  68  (6)  18.5  65  (3)  19.1 

Union  Oil  of  Cal.  227  (14)  13.0  166  (12)  13.9  280  (23)  9.1  384  (30)  5.9  88  (6)  17.5 

Standard  Oil  (N.J.)  230  (15)  12.9  208  (16)  13.1  154  (11)  12.0  306  (25)  7.7  341  (31)  5.2 

Gulf  Oil  231  (16)  129  176  (14)  13.8  169  (13)  11.5  275  (21)  8.3  190  (17)  10.6 

IVIarathon  Oil  239  (17)  12.7  210  (17)  13.1  189  (17)  10.9  194  (11)  10.8  198  (19)  10.2 


216 
316 
335 
167 
213 
272 


(22) 
(28) 
(30) 
(15) 
(21) 
(27) 


9.6 
6.3 
5.4 
11.5 
9.8 
7,8 


Sun  Oil 

322 

(24) 

10.9 

289 

(24) 

11.3 

245 

(19) 

9.8 

278 

(22) 

8.3 

145 

(12) 

12.7 

Westinghouse 

336 

(25) 

10.7 

285 

(23) 

11.3 

295 

(26) 

8.7 

266 

(18) 

8.6 

107 

(7) 

16.1 

Cities  Service 

342 

(26) 

10.6 

335 

(31) 

10.0 

315 

(29) 

8.3 

445 

(33) 

3.7 

326 

(29) 

5.7 

Getty  Oil 

355 

(27) 

10.4 

329 

(30) 

10.3 

322 

(31) 

8.1 

481 

(34) 

1.4 

84 

(5) 

17.7 

Phillips  Petroleum 

363 

(28) 

10.2 

366 

(32) 

9.4 

317 

(3(1) 

8.2 

231 

(16) 

9.6 

351 

(32) 

4.9 

Mobil  Oil 

374 

(29) 

10.0 

317 

(27) 

10.6 

275 

(21) 

9.2 

315 

(27) 

7.5 

244 

(24) 

8.8 

Atlantic   Richfield 

385 

(30) 

96 

270 

(21) 

11.5 

308 

(27) 

8.5 

269 

(19) 

8.4 

114 

(8) 

15.4 

Signal  Companies 

394 

(31) 

9.3 

395 

(33) 

8.3 

284 

(24) 

9.0 

34 

(3) 

24.4 

194 

(16) 

10.4 

Standard  Oil  (Ind.) 

398 

(32) 

9.1 

327 

(29) 

10.3 

314 

(28) 

8.4 

307 

(26) 

7.7 

176 

(16) 

11.1 

Sinclair  Oil 

432 

(33) 

7.7 

428 

(34) 

7.1 

424 

(33) 

59 

431 

(32) 

4.5 

164 

(14) 

11.8 

Pennzoll  United 

N.A. 

63 

(3) 

18.6 

N.A. 

424 

(31) 

4.7 

N.A. 

Sunray  DX  Oil  Co.f 
Industry  Med 

9.7 

10.6 
13.1 

8.2 

4.7 
8.9 

7.9 

ian 

12.7 

10.9 

10.6 

A— In  FORBES  500.     B— In  Energy  industry.      'Includes  latest 

12. men 

th  increase 

vs.  1962  62  64  . 

iverage. 

tNot  rankec 

— merged 

into  Sun 

Oil.     N.A 

.—Not 

available 

due  to  recent  mergers. 

not  ranked. 
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Take  away  trucks... 

and  you  take  away  Carol's  small,  beautiful  world. 

You  take  away  her  favorite  bedtime  story,  the  teddy  bear 

she  cuddles  to  sleep  with,  and  her  jump  rope, 

jacks  and  Barbie  Doll. 

And  you  take  away  her  first  big  birthday  party,  the 

Valentine  cards  she  cuts  out  herself,  and  a  bright 

Christmas  tree  twice  her  size. 

Trucks  bring  all  these  good  things.  They  bring  nearly 
everything  needed  by  Carol  and  her  family,  and  the 
nation's  business  and  industry,  too. 

Since  1935  Truck  Insurance  Exchange  has  helped  keep 
trucks  rolling  to  Carols  who  live  everywhere  from 
Walla  Walla  to  Key  West.  And  we  plan  to  keep 
right  on  helping  through  creative  insurance 
programs  tailored 
to  the  needs  of 
trucking  firms, 
large  and  small. 

TRUCK  INSURANCE  EXCHANGE 

^\.  A  member  of  Farmers  Insurance  Group 
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tlie  Interstate  JliKluva>  .system,  llic 
very  Rood  new-car  year  Detroit  was 
liaving  and  the  hiftli-octane  perform- 
ance of  the  economy.  These  bullish 
factors,  phis  the  continuinj;  growth 
of  the  jet-fiiel  market,  made  1968 
one  of  petroleum's   best   years. 

Petroleum  accounts  for  three- 
fourths  of  the  nation's  energy  re- 
Huirements.  Coal  and  nuclear  energy 
take  care  of  the  rest.  Some  oil  com- 
panies— Continental  and  Occidental 
— are  in  coal,  and  there  is  a  great 
ru.sh  by  oil  companies  to  Inmt  h)r 
inanium. 

Presently  coal  is  proving  a  more 
profitable  form  of  diversification  in 
the  energy  business  than  is  uranium. 
The  growth  of  electric  utilities  witli 
their  corresponding  need  for  more 
and  l)igger  power  plants,  plus  the 
initial  troubh's  of  the  nuclear-power- 
plant  .sellers,  have  aided  the  coal  busi- 
ne.ss.  Pittston  Co.  is  the  only  com- 
pany in  the  Yardsticks  that  derives 
most  of  its  income  from  coal.  Coal 
contributes  only  3\%  of  revenues,  but 
55%  of  net  income.  That  the  196()s 
have  been  kind  to  coal  can  be  seen 
from  Pittston's  quite  respectable 
showing  in  growth  of  earnings  per 
share  and  in  its  average  and  latest 
1 2-months-on-eq)iity    percentages. 

Delivery  Problems 

The  nuclear  power  plant  suppliers 
— Ceneral  Electric,  Westinghouse, 
Habcock  &  Wilcox  and  C^onibustioii 
Engineering — were  having  their  trou- 
bles. Technological  difficulties  in  the 
new  art  are  causing  delivery  delays. 
CE  President  Fred  J.  Borch  doesn't 
expect  profits  from  the  company's  nu- 
clear operations  until  the  early  197()s. 

Both  CE  and  Westinghouse  are 
diversified  enough  to  wait.  Not  so 
Babcock  &  Wilcox  and  Combustion 
Engineering.  Earnings  declined  loi' 
both  companies.  I5ul  nobocK  reall> 
(jucstions  whether  the  potential  is 
truly  there  for  B&W  and  Combustion, 
least  of  all  the  oil  companies. 

Amerada,  Atlantic-Richfield,  Cities 
Service,  Continental,  Ciettv,  Cull, 
Kerr-McCee,  Mobil,  Standard  Oil 
(N.J.)  and  Phillips  Petroleum  are  all 
involved  in  the  nuclear  business. 
Most  think  the  payoff  is  coming  in 
the  1970s.  They  are  spurred  by  pre- 
dictions of  a  shortage  of  nuclear  fuel 
lor  the  big  utilities  by  that  time. 

Culf,  with  its  Ceneral  Atomics  di- 
vision, acquired  from  CJeueral  D\- 
namics  in  1966,  will  be  bidding  for 
utility  contracts  for  its  gas  reactors 
this  spring.  The  utilities,  always  look- 
ing for  competition  among  suppliers, 
are  urging  Culf  on.  The  (luestion 
ari.ses:  Do  the  oilmen  think  nuclear 
power  will  have  wider  application,  or 


No.  One.  Thaf  Occidental  Pe- 
troleum now  ranks  as  the  lead- 
er, not  only  in  energy  but 
among  all  the  500  companies 
ranked  in  sales  Growth,  and  is 
seventh  in  earnings  Growth,  is 
the  achievement  of  one  man. 
Dr.  Armand  Hammer  (FORBES, 
June   1,   1968). 

In  only  ten  years  Hammer 
(above)  converted  a  money- 
losing  $800,000  regional  oil 
outfit  into  a  $1 .7 -billion  di- 
versified giant  with  over  $100 
million  in  profits.  He  had  the 
audacity  to  take  on  the  inter- 
national oil  giants  in  Libya, 
the  fiscal  agility  and  publicity 
shrewdness  to  squeeze  inor- 
dinate appreciation  out  of  a 
once-marginal  stock  in  order 
to  make  massive  acquisitions, 
such  as  Hooker  Chemical,  and 
the  imagination  to  propose 
the  currently  controversial  free- 
trade   zone   refinery   in   Maine. 

But  Armand  Hammer,  now 
70,  won't  be  around  forever, 
a  fact  that  encourages  com- 
petitors and  haunts  his  Occi- 
dental associates.  "There  are 
plenty  of  men  around  here 
who  can  take  over,"  Hammer 
insists.  But  is  there  another  Ar- 
mand   Hammer? 


will  il  be  limited  to  electric  utilitit's? 
E.  Del  Brockett,  Clulf's  chairman,  ex- 
presses it  straightforwardly;  "We  don't 
know  what  technological  bieakthroughs 
\\  ill  be  made." 

Putting  another  perspective  on  the 
nuclear  future.  Chairman  J.  Howard 
Rambin  of  Texaco  believes  that  by 
1980  nuclear  power  will  be  sup- 
plying 5%  of  U.S.  energy  requirements. 


This  doesn't  seem  en  /unh  to  attr^icl 
so  many  big  players  into  the  game, 
but  Rambin  also  believes  that  uran- 
ium will  be  in  short  supply  befoie 
the  fabled  breeder  reactor — which 
creates  fuel  while  consuming  it — be- 
comes a  reality.  So  nuclear  fuel  prom- 
ises to  be  a  good  market.  And  if  it 
is,  a  principal  l)eneficiary  will  have 
to  W  Kerr-McCee  (Forbe.s,  Oct.  15, 
}968),  which  is  believed  to  own  an 
eyepopping  25'/  of  the  known  U.S. 
uranium  reserves. 

Kerr-McCee  has  been  betting  a 
fortune  in  capital  spending  to  make 
itself  proficient  at  all  phases  of  nu- 
clear fuel  supply,  which  accounts  for 
its  fall-oft  in  the  latest-12-month  return 
on  equity  compared  with  its  five-year 
average.  Like  the  power-plant  build- 
ers, Kerr-McCJee  awaits  nuclear's  da\ 
of  deliverance. 

Still  King 

Are  oilmen,  then,  wonied  about 
the  future  of  their  basic  commodity? 
l''ar  from  it.  Oilmen  can  look  out  to 
1980  and  sec  demand  for  crude  oil 
almost  doubling.  Despite  much  talk 
of  electric  automobiles,  luiclear-pow- 
ered  trains  and  ships  and  a  variety 
of  futuristic  possibilities,  the  oilman's 
commodity  in  its  many  forms  is  going 
to  be  the  principal  power  supplier  ior 
the  foreseeable  future. 

Accordingly,  all  oil  companies  are 
searching  ior  crude.  The  \'alue  ol 
having  an  ample  suppK  is  demon- 
strated by  a  look  at  Amerada  Pet- 
roleum and  He.ss  Oil  &  (ihemical. 
Amerada  is  a  company  that  produces 
and  sells  ciude  oil.  It  does  not  refine 
it,  it  does  not  pump  a  gallon  oi  gaso- 
line into  a  car's  tank.  It  has  under- 
stated assets  of  •'>421  million  and  re- 
serves of  crude  oil  totaling  oser  600 
million  barrels  in  the  U.S.  and  C^anada, 
plus  more  than  this  amount  in  Lib>a. 
Iless  Oil  &  CHienucal  is  an  aggre.ssnc 
company  that  has  grown  from  a  small, 
tuel-oil  marketer  into  a  •$426-million 
(assets)  compan\ .  It  has  almost  no 
crude  oil.  Though  the  book  values  ol 
their  as.sels  are  about  exactly  equal, 
the  market  value  of  Amerada's  12.8 
million  shares  is  $1.2  billion  while 
Iless"  10.4  million  shares  are  \alued 
at  just  $650  million. 

When  it  comes  to  return  on  in- 
vested capital,  including  debt, 
Amerada  has  the  highest  ol  any  en- 
erg\  company,  while  Hess  has  one  ol 
the  lowest.  l5oth  are  special  cases,  but 
the  comparison  points  up  that  tlu- 
money  in  oil  is  in  crude. 

This  is  no  secret  to  companies 
that  are  described  as  refiners  on 
balance.  They  do  not  ha\e  their  own 
supplies  of  crude  oil  sufficient  for  the 
needs  of  their  marketing  networks. 
{Conliiuicd  on  pa<ic  113) 
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41  Broad  Street,  home  of  Bank  of  America  — New  York. 


an-On-the-Spot®. . .  in  New  York.  Multi-currency  loans?  Export 
nancing?  Direct  remittances?  You  name  the  requirement.  One  of  our 
50  international  banking  specialists  will  find  a  way  to  fill  it.  With  direct 
ccess  to  BANK  OF  AMERICA  branches,  affiliates,  representatives 
nd  subsidiaries  around  the  world,  our  New  York  headquarters  can  answer 
11  your  international  needs.  Call  Bank  of  America  —  first  in  banking. 

•K  OF  AMERICA  — SAN  FRANCISCO,  LOS  ANGELES,  NEW  YORK:  Full-service  branches  in  Amsterdam  •  Antwerp  •  Asuncion  •  Athens  •  Bangkok  •  Beirut  •  Birmingham 
:ota  •  Bombay  .  Brussels  •  Buenos  Aires  •  Calcutta  •  Concepcion  •  Djakarta  •  Dubim  •  Duesseldorf  •  Frankfurt  •  Guatemala  City  •  Guayaquil  •  Hong  Kong  •  Karachi  •  Kobe 
ila  Lumpur  •  Lagos  •  Lahore  •  La  Paz  •  Lima  •  London  •  Madras  •  Managua  •  Manila  •  Marseille  •  Medellin  •  Munich  •  Osaka  •  Panama  City  •  Paris  •  Port  Harcourt  •  Quito 
terdam  •  Saigon  •  San  Jose  •  Santiago  •  Seoul  •  Singapore  •  Taipei  •  Tegucigalpa  •  Tokyo  •  Valparaiso  •  Vienna  •  Yokohama  •  Zurich  •  Over  400  other  cities  throughout 
ifornia,  around  the  world.  Banca  d'America  e  d'ltalla:  over  85  offices  throughout  Italy.  "  1968  Bank  of  America  National  Trust  and  Savings  Association  •  Member  F.D.I.C. 
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Ve  think  you  should 
jve  all  your  salesmen 
i  raise. 


X.  Not  that  kind  of  raise.  Some- 
your  men  can  take  real  pride 
1969  Pontiac  Catalina. 
at's  a  step  up  in  anybody's  book. 
Dom.  And  ride.  And  class, 
he  way  we  figure,  add  a  little 
az  to  your  men's  lives  and  they'll 
3  lot  happier  (and  hungrier)  on 
job.  Catalina  has  that  pizzaz. 


Expanded  Morrokide  and  fabric  in- 
teriors. A  heavily  padded  instrument 
panel  with  fingertip  controls.  Distinc- 
tive wood-grained  vinyl  dash  inserts. 
A  standard  290-hp,  400-cubic-inch 
V-8.  Wider  Wide-Track.  Longer 
122-inch  wheelbase.  And  a  new 
ding-  and  dent-resistant  Endura  insert 
on  the  wraparound  front  bumper. 


Of  course,  the  price  of  pizzaz  is  a 
few  (very  few)  bucks  more  than  the 
cars  your  men  are  probably  driving. 
We  think  keeping  your  sales  force 
happy  is  worth  the  price.  But  that's 
your  business. 

After  all,  it's  your  business. 
1969— Your  year  to  break  away 

with    Pontiac.  Pontiac  Motor  Division 


North 

American 

Rockwell 

machines  make 

fabrics  for  most 

of  the  raincoats 

and  blue  jeans 

in  the  QS.A. 


We're  the  world's  leading  manufacturer 
of  textile  machinery,  including  Draper 
looms,  TMW  (Textile  Machine  Works)  and 
Wildman  Jacquard  knitting  machines. 
We've  also  produced  more  than  60,000 
military  and  general  aviation  aircraft, 
including  our  Aero  Commander®  line  and 
more  than  300  Sabreliner  jets. 
Few  companies  possess  the  technologica 
and  scientific  know-how  of  North  America 
Rockwell.  The  design,  engineering  and 
technical  skills  that  made  the  Sabreliner 
outstanding  in  its  field  are,  today,  directec 
to  producing  even  more  efficient 
textile  machinery. 

By  drawing  on  this  vast  technological 
reserve  and  applying  it  to  our  more  than  100 
product  lines,  as  well  as  to  the  development 
of  new  products,  we'll  continue  to  manage 
change.  Instead  of  just  letting  it  happen 
To  find  out  more  about  us,  write 
North  American  Rockwell  Corporation, 
Corporate  Public  Relations,  General  Offices 
2300  East  Imperial  Highway,  El  Segundo, 
California  90245. 


'^ 


And  for  the  qrowing  general 
aviation  market,  we  make  Sabreliner 
It's  logged  more  hours  than 
all  other  business  jets  combined. 
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(Continued  from  page  108) 
They  buy  crude  oil  from  others,  such 
as  Amerada,  giving  up  the  peak  profit 
which  is  in  raw  material. 

Having  adequate  supplies  of  its 
own  crude  oil  to  feed  its  refineries 
and  then  its  marketing  network  is 
the  great  strength  of  Texaco,  the  clear 
leader  of  the  giants  of  oil  in  the 
Profitability  categories  of  returns  on 
equit\  and  invested  capital.  SimilarK, 
Gulf  Oil  and  Standard  Oil  ( N.J. )  are 
self-sufficient  in  crude,  and  their  good 
Profitability  figures  reflect  this  fact. 

These  three  are  not  the  onl\  crude- 
sufficient  companies.  Mobil  Oil  Corp. 
and  Standard  Oil  of  California  have  al- 
wa>s  had  huge  Middle  East  reserves. 
Because  of  discoveries  in  the  last  dec- 
ade in  that  part  of  the  world,  primarily 
Lib>a,  other  companies  have  estab- 
lished reserves  abroad.  The  problem 
is  that  these  reserv  es  cannot  be  brought 
into  the  U.S.  because  of  import  re- 
strictions. So  in  the  richest  energy 
market,  the  majority  of  oil  companies 
cannot  suppK  lOOf  of  their  own  gaso- 
line, jet-fuel  and  heating-oil  needs 
with  their  own  crude  oil  refined  in 
their  own  refineries.  Gulf,  Jersey  and 
Texaco,  by  contrast,  have  that  beauti- 
ful thing  known  as  balance:  As  their 
markets  are  disposed,  so  is  their  crude; 
the>  are  not  only  in  over-all  balance 
but  in  a  good  degree  of  regional  bal- 
ance as  well. 

Buying  Balance 

Xaturall),  the  desired  goal  of  the 
less  well-balanced  companies  is  to 
become  sufficient  in  the  U.S.  in  the 
raw  material.  Which  helps  explain 
the  better  than  $600  million  laid  out 
by  12  oil  companies  last  February  for 
leases  in  the  Santa  Barbara  channel 
off  California  and  the  response  to  new 
lea.se  sales  in  the  Gulf  of  .Mexico  oft 
Louisiana  and  Texas.  And  the  excite- 
ment over  the  Alaska  find. 

But  crude-deficient  oil  companies 
do  not  simply  fold  up  because  of  a 
lack  of  the  raw  materials.  Said  Pres- 
ident Fred  L.  Hartley  of  Union  Oil 
'of  California,  "We  just  accepted  our 
position  for  what  it  is.  People  said 
you  couldn't  make  money  in  refining 
and  marketing.  We  do."  Hartley's 
Union  is  indeed  doing  so,  as  its  Yard- 
stick figures  reveal.  Hartley's  pre- 
scription consists  of  pouring  capital 
into  refineries,  such  as  his  new  $215- 
million  Chicago  facility. 

In  1965  Union  acquired  Pure  Oil,  a 
sickly  midwestern  and  southern  states 
refiner  and  marketer  that  was  being 
nibbled  to  death  by  price  wars  in  its 
areas.  Luckily,  the  price  wars  ceased 
just  about  the  time  Union  picked  up 
Pure,  but  Hartley's  jettisoning  of  1,500 
employees  had  a  lot  to  do  with  to- 
day's efficient  operations. 


U.S.  Passport.  Last  year  the  oil  industry  made  one  of  its  greatest  dis- 
coveries. Atlantic-Richfield,  in  an  exploration  partnership  with  Jersey 
Standard,  discovered  a  huge  oil  deposit  in  the  Prudhoe  Bay  region  of 
Alaska.  Oil  companies  feel  that  Alaska  may  equal  the  240-billion  barrels 
of  reserves  in  the  Middle  East.  "It  is  not  now  cheap  enough  to  compete 
with  Middle  Eastern  oil  in  world  markets,"  said  Chairman  Michael  hiaider 
of  Jersey  Standard.  "Drilling  and  producing  up  in  Alaska  is  not  a  problem, 
but  transporting  the  oil  is."  Nevertheless,  Alaskan  crude  has  special  im- 
portance because  it  is  American.  Import  quotas  forbid  bringing  in  unlimited 
foreign  crude;  these  quotas  thereby  cut  into  the  profits  of  many  crude- 
deficit  U.S.  oil  companies.  But  Atlantic-Richfield' s  potential  crude  shortage 
has  already  disappeared,  and  so  may  those  of  other  companies  drili'mg  in 
Alaska,  such  as  Mobil,   Phillips,   Shell,   California   Standard   and  Sinclair. 
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Still,  there  are  limits  to  what  one 
can  do  without  the  necessary  crude. 
President  Rawleigh  Warner  Jr.  of 
Mobil  Oil  has  done  a  fine  job  in  re- 
cent years  improving  the  efficiency  of 
refining  and  marketing.  "There's  no 
doubt,"  he  agrees,  "that  side  of  it  has 
improved  tremendously."  But,  he  adds, 
"We  could  certainly  increase  retuni 
on  assets  if  we  had  the  crude." 

Spreading  Ovt 

The  pressure  on  crude-deficit  com- 
panies has  increased  in  recent  years, 
because  the  industry  leaders,  Texaco, 
Gulf  and  Jersey  Standard,  have  been 
expanding  their  marketing  in  \'arious 
sections  of  the  country.  Companies 
dependent  upon  good  markets  in  only 
one  area  felt  the  pressure  when  the  big 
guns  opened  up  on  their  strongholds. 
The  result  has  been  a  series  of  cross- 
countr\  mergers  to  lessen  vulnerabilitv 
of  each  partner.  Standard  Oil  of  Cali- 
fornia, the  West  Coast  market  leader, 
in  1961  acquired  Standard  Oil  in  Ken- 
tucky. Stancal  also  expanded  its  Chev- 
ron brand  nationwide.  Now  it  is  beef- 
ing up  capacity  in  its  Mississippi  Gulf 
Coast  refinery  to  take  crude  from  off- 
shore. The  Union-Pure  merger  of  1965 
was  followed  in  1966  by  Atlantic  Re- 
fining of  Philadelphia  merging  with 
Richfield  Oil  of  California.  Now  this 
combine,  in  a  merger  proposed  at  the 
end  of  last  year,  wants  to  ofier  refuge 
to  another  crude-deficit  company,  Sin- 
clair Oil.  Others  saw  the  good  earn- 
ings results  from  the  Atlantic-Richfield 
merger — a  32?  jump  in  earnings  the 
first  year  followed  by  an  18%  rise  the 
second.  As  a  result,  other  mergers  are 
in  the  talking  stage. 

Sun  Oil  of  Philadelphia  last  year 
completed  the  acquisition  of  Sunray 
DX  Oil  Co.,  and  at  year's  end  Cities 
Sei-vice  and  Marathon  proposed  to 
marry  but  then  decided  against  it. 
However,  these  mergers,  proposed 
and  actual,  while  broadening  a  com- 
pany's scope  and  aftording  economies, 
do  not  solve  the  crude  problem. 

Sun  Oil's  attempt  to  solve  its  prob- 
lem by  converting  Canada's  Athabasca 
tar  sands  to  refinable  oil  is  proving 
increasingly  costly.  Opened  in  Sep- 
tember 1967  at  a  cost  of  S2.3.5  mil- 
lion, the  Athabasca  project  has  yet 
to  achieve  full,  uninterrupted  produc- 
tion and  is  reportedly  losing  SIO  mil- 
lion a  quarter.  Cities  Service  in  recent 
years  has  tried  getting  into  cliemicals, 
mo\'ing  into  natvnal  resources  other 
than  oil  and  bringing  more  efficiency 
lo  its  refining-marketing  setup  to  in- 
crease earnings  and  profitability,  all 
without  significant  success. 

Marathon  Oil,  a  Midwest  company 
with  a  fairly  good  ratio  of  its  own 
crude,  lias  oil  in  Lib\a  too,  and  has 


tried  to  break  out  of  its  Midwest  con- 
fines before  by  marketing  its  Libyan 
production  in  Europe.  The  compan\ 
found  itself  unequal  to  the  stiff  com- 
petition among  the  giants  for  thdSe 
European  markets  and  has  sold  its 
Italian  gas  stations  to  Gulf. 

Last  year  there  was  a  certain 
amount  of  diversification  into  non- 
energy  business.  Standard  Oil  (In- 
diana) continued  to  expand  its  huge 
commitment  to  chemicals  as  did 
Occidental  and  Phillips;  at  >'ear's  end 
Indiana  was  trying  to  acquire  Cerro, 
a  good-sized  nonferrous-metals  pro- 
ducer. Signal  Oil,  nervous  about  its 
future  as  a  medium-sized  deficit 
refiner,  became  a  multicompany,  ac- 
quiring Mack  Trucks,  Garrett  Co.  and 
Arizona    Bancoiporation. 

The  oiffield  suppliers,  Schlumberg- 
er,  Dresser  and  Halliburton,  have 
gone,  respectively,  into  electronics, 
industrial  equipment  and  construc- 
tion. Among  others,  Gulf,  Jersey 
Standard  and  Standard  Oil  of  Ohio 


"Years  from  now  we'll  think 
back  and  say  /hose  firsf  turn- 
key power  plants  really  touch- 
ed off  the  nuclear  power 
age,"  says  Westinghouse  Pres- 
ident Don  Burnham.  "Still 
overall  we  didn't  make  any 
money  on  the  six   we  took." 


see  themselves  in  the  travel  business. 
Gulf  has  made  credit-card  acceptance 
arrangements  with  Holiday  Inns  and 
Avis.  Jersey  Standard  and  Sohio  have 
gone  further.  Jersey  now  has  28 
motel-restaurants  operating  in  western 
Europe,  Sohio  has  opened  seven  of 
its  Hospitality  Motor  Inns  in  four 
states  of  its  marketing  area. 

The  emphasis  remained  mostly 
on  oil  and  energ\ .  Continental  Oil, 
which  disco\'ered  Libyan  crude  along 
with  Marathon,  has  suffered  in  profit- 
ability from  the  costs  of  breaking  into 
the  European  market,  but  it  is  sticking 
it  out,  completing  new  or  expanded 
refineries  and  looking  forward  to 
better  days  as  prices  stabilize  abroad. 
Its  only  di\ersificati()n,  of  Consolida- 


tion Coal,  merely  took  it  deeper  into 
the  energy  business. 

There  is  one  oil  company  that 
gives  the  industry  giants  fits  today. 
That  is  Dr.  Armand  Hammer's  Occi- 
dental Petroleum.  Occidental  outbid 
the  giants  for  four  of  the  choicest 
new  leases  in  Libya  in  196.5,  struck  it 
rich  by  the  end  of  1966.  Earnings 
tx)ok  off  immediately  and  Hammer 
used  his  new  money  and  high  price/ 
earnings  multiple  to  make  acquisitions 
such  as  Island  Creek  Coal  and  Hooker 
Chemical,  thus  solidly  grounding  his 
company.  Now  Hammer  has  infuriat- 
ed the  oil  industry  with  his  request  of 
last  \ear  to  the  U.S.  Department  of  In-1 
terior  to  build  a  refiner\  for  Lib\  an 
crude  in  a  foreign  trade  zone  in 
Maine.  Hammer  wants  to  process  his 
foreign  oil  and  ship  some  back  to  Eu- 
lope.  But  he  also  wants  authorit\  to  sell 
products  out  of  that  Maine  refinery 
into  the  New  England  market. 

Foreign  crude  is  about  §1.25  a  bar- 
rel cheaper  than  domestic,  and  there  is 
correspondingly  a  greater  margin  of 
profit  on  pi'oducts  refined  from 
foreign  crude  and  sold  in  the  Ameri- 
can market.  The  big  oil  companies 
can  bring  in  some  foreign  crude 
under  quota,  and  therefore  gen- 
eralh'  support  the  import  restrictions. 
In  addition,  the  big  companies  can 
buy  up  the  import  quotas  of  small 
inland  refiners  and  thereby  import 
even  more  foreign  oil.  Hammer's 
proposal,  the  first  wide  wedge  in 
the  imports  dam,  threatens  this  set- 
up. Or  so  most  oilmen  think. 
"If  he  goes  through  with  it,"  one  oil- 
man snapped,  "he  won't  have  a 
friend  in  the  industry."  But  Amiand 
Hammer  hasn't  specialized  in  making 
friends  in  the  oil  industry,  and  at 
year's  end  he  was  predicting  that  he 
would  get  his  trade  zone  concession 
from  the  Nixon  Administration. 

In    the    Wings 

And    so,    while    the    industr>     was 
prosperous,    it    was    not    without    its 
worries.    Alaska,    for    example,    could 
change  the  whole  world  of  oil.  Alaska 
has  ahead)  made  of  one  crude-deficit 
refiner,    Atlantic-Richfield,    a    crude- 
sufficient  compan\  in  the  U.S.  market. 
Others,    like   Standard   of   California, 
Shell,    Mobil,    Standard    of    Indiana, 
Union   and   Phillips,    hope  it  will  do 
the  same   for   them.   Its  promise   has 
brought    giant    British   Petroleum   ac-J 
tiveh    into  the  American   market   for^ 
the  fiist  time.  The  game  of  oil  could 
change  drastically.  Some  idea  of  the 
consequences    of    this    new   reserAoirj 
of  potential  energy  will  become  clearer' 
by   next   summer   after   a    winter   of 
exploratory  drilling  in   50-below-zero  , 
weather  in  Alaska.  ■  ' 


114 


[NERGY 


FORBES,  JANUARY  1,  1969 


ugh  enough  trying  to  get 
xecutives  to  agree 
e  point  of  view 
erican  Business. 

t  three  executives 

ing,  you'd  better  have  a 

Ti  that  works. 
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Introducing 
a  committee  s^^tem 
that  works. 
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Automotive  Products 


Since  tfie  Twenties  Detroit's  Big  Tfiree  liave  stayed  pretty  muc/i  in  well-defined 
areas.  But  now  they  are  spreading  out,  and  that  means  changes  for  the  makers  of 
trucks,  farm  and  construction  machinery,  almost  anything  else  that  moves  on  wheels. 


Factohv  sales  of  cars,  trucks,  tires, 
farm  machinery  and  so  on  last  year 
amounted  to  $60  billion,  perhaps  865 
billion — about  one-third  the  total 
value  of  all  durable  goods  made  in 
the  U.S.  It  is  an  industry  where  every- 
thing is  bigger  than  big.  General  Mo- 
tors, Ford  Motor  and  Chrysler,  which 
together  accounted  for  97%  of  U.S. 
automobile  production  and  85%  of 
U.S.  truck  production,  are  of  neces- 
sity' huge  companies. 

General  Motors,  the  world's  largest 


manufacturer,  had  record  sales  of 
$22.4  billion,  greater  than  the  gross 
national  products  of  at  least  175  coun- 
tries, including  Argentina  and  Bel- 
gium. Ford,  the  world's  second-largest 
manufacturer,  had  sales  of  $14  billion 
— greater  than  the  gross  national 
product  of  Denmark.  Chrysler's  sales 
of  "only"  $7. .3  billion  placed  it  fifth, 
behind  Standard  Oil  (New  Jersey) 
and  General  Electric  but  ahead  of 
Greece's  GNP.  Combined,  the  Big 
Three's  sales  were  $43.7  billion,  about 


5%  of  the  U.S.  gross  national  product. 
Not  all  of  these  sales  came  from 
automotive  products.  GM's  Frigidaire 
division  is  a  large  producer  of  major 
home  appliances,  Philco-Ford  is  a 
leading  factor  in  consimier  electronics 
and  Chrv'sler's  Airtemp  division  is 
major  maker  of  air-conditioning  uni 
Moreover,  all  three  companies  art 
large  defense  producers.  Wh\ ,  then 
does  Forbes  classify  them  as  automa 
live  producers  instead  of  multimarkel 
companies?   For    two    reasons.    First 
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Case,  J.  1. 

25 

(1) 

26.0 

493 

(29) 

1.1 

273 

(20) 

9.3 

104 

(4) 

15.8 

483 

(28) 

-30.9 

General  Motors 

37 

(2) 

23.2 

55 

(1) 

19.0 

18 

(1) 

21.7 

366 

(22) 

6.3 

419 

(19) 

1.3 

Caterpillar  Tractor 

51 

(3) 

21.6 

217 

(11) 

13.0 

49 

(2) 

18.0 

223 

(14) 

9.8 

410 

(17) 

1.9 

TRW 

84 

(4) 

18.7 

97 

(2) 

16.4 

128 

(10) 

12.9 

43 

(1) 

22.4 

108 

(6) 

16.1 

Timken  Roller  Bearing 

109 

(5) 

17.1 

280 

(16) 

11.4 

56 

(3) 

17.1 

458 

(26) 

3.3 

426 

(20) 

0.8 

Chrysler 

116 

(6) 

16.9 

121 

(4) 

15.5 

113 

(8) 

13.4 

97 

(3) 

15.5 

207 

(10) 

9.9 

Clark  Equipment 

120 

(7) 

16.6 

149 

(6) 

14.5 

105 

(7) 

13.7 

170 

(7) 

11.9 

328 

(14) 

5.7 

Dana 

130 

(8) 

16.1 

197 

(9) 

13.4 

75 

(4) 

15.4 

196 

(8) 

10.7 

360 

(15) 

4.4 

Eaton  Yale  &  Towne 

148 

(9; 

15.3 

239 

(12) 

12.3 

125 

(9) 

13.0 

201 

(10) 

10.6 

278 

(13) 

7.6 

Ryan  Aeronautical 

152 

(10) 

15.1 

115 

(3) 

15.7 

148 

(12) 

12.1 

163 

(6) 

12.1 

30 

(2) 

28.5 

Libbey-Owens-Ford 

156 

(11) 

14.8 

129 

(5) 

15.2 

86 

(5) 

14.8 

217 

(12) 

10.0 

428 

(21) 

0.5    • 

White  Motor 

160 

(12) 

14.7 

263 

(15) 

11.8 

139 

(11) 

12.7 

221 

(13) 

9.9 

225 

(11) 

9.5 

North  Amer.  Rockwell 

168 

(13) 

14.5 

282 

(18) 

11.3 

95 

(6) 

14.1 

468 

(27) 

2.3 

461 

(24) 

-4.3 

General  Tire 

180 

(14) 

14.0 

292 

(19) 

11.3 

252 

(18) 

9.7 

490 

(29) 

-1.0 

396 

(16) 
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200 

(15) 

13.7 

386 

(22) 

8.5 

215 

(15) 

10.4 

158 

(5) 

12.4 

475 

(27) 

-6.7 

Goodyeai   Tire 

222 

(16) 

13.1 

214 

(10) 

13.0 

213 

(14) 

10.4 

224 

(15) 

9.8 

205 

(9) 

10.0 

Fruehauf 

251 

(17) 

12.4 

377 

(21) 

8.9 

253 

(19) 

9.7 

358 

(20) 

6.4 

448 

(23) 

-2.3   , 

Firestone  Tire 

262 

(18) 

12.3 

196 

(8) 

13.5 

210 

(13) 

10.5 

284 

(16) 

8.2 

148 

(8) 

12.5   \ 

Ford  Motor 

293 

(19) 

11.5 

406 

(24) 

8.1 

226 

(16) 

10.2 

317 

(18) 

7.4 

472 

(26) 

-6.1   ,i 

Deere  &  Co. 

325 

(20) 

10.9 

465 

(26) 

5.8 

285 

(21) 

8.9 

289 

(17) 

8.1 

471 

(25) 

-6.0 

Eltra 

327 

(21) 

10.9 

241 

(13) 

12.2 

235 

(17) 

10.0 

197 

(9) 

10.7 

72 

(3) 

18.6 

Goodrich,  B.  F. 

352 

(22) 

10.4 

392 

(23) 

8.4 

371 

(24) 

7.1 

391 

(24) 

5.7 

246 

(12) 

8.8 
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10.1 
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6.4 
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(4) 

18.4    , 
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8.0 
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8.9 
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0.3 

Kaiser  Industries 

436 

(26) 

7.5 

246 

(14) 

12.1 

422 

(26) 
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If  you  think  you  know  all  about 
CurtisS'Wright  because 
youve  read  about  the  Wright  Brothers 
and  Glenn  Curtiss . . . 


0  bicycle  mechanics  from  Dayton,  Ohio, 

0  built  a  machine  that  actually  flew.  A 

torcycle   racer  who  put  wings  on  the 

vy. 

They  were  brilliant  innovators,  who  kept 

it  when  no-one  else  seemed  to  care. 

ey  were  their  own  suppliers,  their  own 

stomers,  their  own  employees,  their  own 

estors. 

In  those  days,  if  an  aircraft  part  didn't 

rk,  you  went  right  back  into  the  garage 

d  built  another.  If,  that  is,  you  were  still 

ound  to  experiment. 

But  today's  aerospace  enterprise  is  an 

ricate,  interdependent  business. 


What  makes  it  go?  People,  lots  of  them. 

Curtiss-Wright  is  all  kinds  of  people.  Cus- 
tomers who  use  our  products.  Suppliers 
who  help  us  deliver.  Employees  who  adapt 
their  skills  to  changing  requirements. 
Shareholders-over  60,000  of  them.  These 
—and  thousands  more  of  you— are  Curtiss- 
Wright. 

We're  the  people  who  wired  15,000  fight- 
ing aircraft,  but  now  produce  electronic 
controls  for  nuclear  power  plants,  and 
make  transmissions  for  "Chinook"  helicop- 
ters. We're  the  people  who  developed  the 
power  recovery  turbines  that  made  non- 
stop transcontinental  and  transoceanic 


commercial  flight  practical,  and  now  make 
jet  engine  blades  for  aircraft  designed  to 
fly  at  supersonic  speeds. 

The  company  descended  from  Glenn 
Curtiss  and  the  Wright  brothers  is  still  com- 
ing up  with  new  ideas. 

We're  people  with  new  outlooks,  new  po- 
tentials, new  performance. 


I 


At  Curtiss-Wright,  people 
are  making  things  happen. 


WRIGHT 


Wood-Ridge,  New  Jersey 


ILITIES  LOCATED  IN:  Caldwell.  Carlstadl,  East  Paterson,  Jersey  City  and  Wood-Ridge,  New  Jersey/ Buffalo,  Herripstead,  Long  Island  City,  and  Smithtown, 
H  York/  Windsor.  Connecticut  /  Cleveland,  Ohio/  Addison,  Illinois  /  St.  Louis,  Missouri  /  Los  Angeles  and  Vernon,  California  /  Toronto,  Canada 
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The  Big  Three.  Cars  and 
frucks  form  the  basis  for 
diversification  into  construc- 
tion equipment  (General  Mo- 
tors), motor  homes  and  plea- 
sure boats  (Chrysler)  and 
farm  machinery  (Ford).  GM 
could  become  second-biggest 
in  construction  equipment 
behind     Caterpillar     Tractor. 


each  of  the  Big  Three  derives  about 
90%  of  its  sales  from  automotive 
products.  Second,  it  is  the  automotive 
products  field  in  which  the  Big  Three 
are  trying  hardest  to  expand. 

At  one  time  GM  and  Ford  were  on 
their  way  to  becoming  the  first  trans- 
portation conglomerates.  GM  owned 
interests  in  Ethyl  Coip..  Bendix  A\ia- 
tion,  North  American  Aviation  and 
International  Freighting  Coip.  Ford 
built  ships  (during  World  War  I), 
airplanes  (the  famous  Tin  Goose  Tri- 
Motor)  and  farm  tractors  (up  to  75% 
of  the  market  in  the  1920s).  But  GM, 
under  pressure  from  the  Justice  De- 
partment, had  to  give  up  most  of  its 
nonautomotive  enterprises  and  con- 
tent itself  with  being  No.  One  in  cars, 
trucks,  buses  and  railroad  locomo- 
tives. And  Ford,  under  mercurial 
Henry  Ford,  abandoned  ships  and 
planes  and  neglected  its  tractor  line. 

A  Change  in  Thinldng 

Now  the  tide  is  turning  again.  The 
Big  Three  are  diversifying,  though  not 
into  ships  or  planes.  GM  is  growing 
in  diesel  engines,  hea\'\-  trucks  and 
construction  equipment;  Ford  in  farm 
machinery  and  heavy  trucks;  Chrys- 
ler in  light  and  medium  trucks,  boats 
and  marine  engines  and  real  estate.  At 
the  same  time  those  companies  that 
have  long  considered  themselves  not 
in  competition  with  the  Big  Three 
— White  Motor,  Deere  &  Co.,  Massey- 
Ferguson  and  others — are  diversif\- 
ing,  too,  by  expanding  both  product 
lines  and  geographical  coverage. 

The  upshot  is  predictable.  Industry 
lines  have  blurred,  competition  is 
getting  tougher  and  profit  margins 
are  shrinking.  The  Forbes  Yardsticks, 
then,  reflect  not  only  cost-price 
squeezes  and  scattered  labor  troubles 
but  the  cost  of  moving  into  npw  mar- 
kets— or  fighting  off  new  competitors 
in  old  markets.  Of  the  30  companies 
ranked,  21  show  declines  in  return 
on  equity  for  the  last  12  months  com- 
pared with  the  last  five  years. 

Even  within  the  auto  market  itself 
the  competition  is  getting  hotter  than 
it  has  ever  been.  This  was  dramati- 
cally underscored  last  year  by  Ford's 
hiring  of  fonner  GM  Executive  Vice 
President  Semon  ("Bunkie")  Knud- 
sen  as  president  and  GM's  announce- 
ment that  it  will  build  a  small  car  to 
compete  with  imports  in  1970. 

Ford  hopes  Knudsen  will  be  able 
to  work  the  same  magic  on  its  ailing 
Lincoln-Mercury  division  that  he  once 
did  on  GM's  Pontiac  division  and 
thus  make  Ford,  for  the  first  time, 
a  strong  contender  in  the  medium- 
and  high-priced  classes.  In  fact,  be- 
cause the  margins  are  narrower  on 
low-priced  cars,  Knudsen  must  find  a 
cure  for  the  Lincoln-Mercury  problem 


if  Ford  is  ever  to  improve  its  profit- 
ability. Though  second  in  size  of  the 
Big  'Three,  Ford  is  a  poor  third  in 
Profitabilit) :  a  five-year  return  on 
equity  of  11.6%  vs.  Chrysler's  16.9% 
and  GM's  23.2%,  a  five-year  return  on 
debt  and  equity  capital  of  10.2%  rv. 
Chrysler's  13.4%  and  GM's  21.7%. 

GM's  recently  announced  small-car 
plans  reflect  a  whole  new  way  of 
thinking  by  Detroit  auto  executives, 
most  of  whom  scorned  small  cars  in 
.  the  past.  After  their  first  compacts  in 
1959  and  1960  succeeded  in  squelch- 
ing the  import  boom,  the  Big  Three 
quickly  upgraded  and  enlarged  those 
models.  But  the  foreign-car  boom 
returned,  and  about  1  million  im- 
ports were  sold  last  year — over  10% 
of  the  market.  In  a  shaip  break  with 
tradition,  GM  Chairman  James  Roche 
last  fall  announced  GM's  new  small 
car  nearly  t\vo  years  before  its  mid- 
1970  introduction.  "It  will  put  Amer- 
ica solidly  back  into  the  entire  auto 
market,"  he  said.  "We  want  to  show 
that  Americans,  who  brought  the 
automobile  to  its  high  state  of  per- 
fection, can  still  build  them  better." 

More  Woe  for  AMC? 

Meanwhile  both  Ford  and  Ameri- 
can Motors  Coip.  are  working  on 
similar  small  models,  which  may  be 
ready  possibK  before  GM's  although 
neither  company  has  announced  an 
introduction  date.  But  the  moves  of 
GM  and  Ford  into  small  cars,  trad 
tionally  AMC's  market  niche,  may 
well  mean  another  crisis  for  American 
Motors.  The  compan\-  was  battered 
by  the  Big  Three's  diversification  into 
compacts  in  1959  and  1960,  then 
again  b\  the  Big  Three's  small  sportj' 
cars — led  by  Ford's  Mustang — which 
provided  the  public  with  a  cross  be- 
tween a  compact  car  and  a  sports 
car.  The  combination  helped  drive 
AMC's  five-\ear  returns  on  both 
equit>-  and  total  in\ested  capital  down 
to  2.6%,  lowest  of  the  30  automotive 
products  companies  ranked  in  the 
Forbes  Yardsticks. 

Last  >'ear  little  American  Motors 
had  its  first  operating  profit  since 
1965—34.8  million  on  sales  of  $761.1 
million  for  its  fiscal  \ear  ended  Sept. 
30.  "We  had  an  increase  in  both  unit 
sales  and  market  penetration  for  the 
model  year, "  says  Chairman  Roy  D. 
Chapin  Jr.  "We're  right  about  where 
we  thought  we  would  be.  In  1969 
we  look  for  about  300,000  unit  sales, 
which  would  mean  building  our  pen- 
etration to  about  3.5%. " 

Chapin,  whose  persuasiveness  has 
kept  AMC's  credit  lines  open,  raised 
$35  million  more  during  the  year. 
Much  of  this  will  be  used  to  improve 
AMC's  weak  dealer  network.  Even 
so,  with  the  new  compacts  due  from 
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When  a 

company's  growing 
in  every  phase 
of  the  oil  business, 
it  must 

mean  something. 
Here's  what 
it  means  at 
Marathon  Oil 


Xmarathon/ 


MAnATHON  OtL  COMPANY 


It  means  that  our  planning  —  and 
our  venturing  —  are  helping  us 
to  move  ahead  in  good  balance. 
Oil  is  a  complex  business.  The 
more  you  produce,  the  more  re- 
fineries and  pipelines  you  need. 
Our  North  American  production 
is  at  an  all-time  high,  sparked  by 
major  discoveries  in  Alaska.  But 
we've  also  got  a  major  expansion 
program  going  at  our  three  U.S. 
refineries.  Pipeline  efficiency  is 
being  upgraded  constantly.  And 
hundreds  of  retail  outlets  are 
being  built  or  remodeled  in  our 
Great  Lakes  marketing  area 
every  year.  We  call  it  moving 
ahead  on  all  fronts.  The  right 
way  for  a  company  to  grow. 


MOVING  AHEAD-IN  EXPLORATION  •  PRODUCTION  •  TRANSPORTATION  •  REFINING  •  MARKETING  •  RESEARCH 
ORBES,  JANUARY  1,  1969  '19 


GM  and  Foid,  AMC's  future  remains 
very  much  under  a  cloud. 

AMC's  meager  profits  came  during 
the  auto  industry's  second-best  year 
in  unit  sales — about  8.6  million  cars, 
a  pleasant  suiprise.  After  two  suc- 
cessive years  of  declining  sales,  skep- 
tics wondered  if  the  great  love  affair 
between  Americans  and  their  auto- 
mobiles had  cooled.  But  in  October, 
the  first  month  of  the  1969  model 
\eav,  Americans  bought  a  record  num- 
ber of  new  cars — more  than  $110 
million  worth  every  day  the  show- 
rooms were  open.  This  was  in  sharp 
contrast  to  a  year  cailier. 

'The  1968  model  year  had  gotten 
off  to  a  very,  very  ragged  start  be- 
cause of  strikes,"  explains  Howard  E. 
Crawford,  GM's  vice  president  for 
marketing.  "Ford  was  shut  down  for 
six  weeks  and  Chrysler  and  GM  suf- 
fered local  strikes  through  the  spring. 
We  were  never  able  to  provide  a  rea- 
sonable working  stock  for  dealers, 
and  so  the>'  never  knew  when  they 
could  make  deliveries.  The  funda- 
mental abilit)  of  the  public  to  buy 
was  there,  but  we  could  not  take 
advantage  of  it  until  April  or  May." 

Through  the  year  Chrysler  Corp. 
not  only  continued  its  gain  in  market 
share  but  posted  record  sales  as 
well.  Its  market  share  inched  up 
to    16.4%    through    September,    corn- 


No/  For  The  Farm.  The  farm 
machinery  makers  began  build- 
ing cons/ruction  equipment  as  a 
sideline.  But  to  improve  distribu- 
tion and  lessen  dependence  on 
the  cyclical  light-construction 
market,  they  have  had  to  bring 
out  larger  models,  such  as  Deere's 
road  grader  (above)  and  Case's 
bucket  loader  (right).  This  expan- 
sion depresses  earnings  and  brings 
the  farm  machinery  makers  into 
competition  with   Cat  and  others. 


pared  with  16.1%  for  1967  and  only 
9.6%  for  1961,  as  it  took  sales  from 
both  GM  (46.7«  of  market)  and 
Ford  (23.7%).  In  an  industry  where 
one  percentage  point  means  $150 
million  or  more  in  sales,  this  slow, 
steady  gain  is  a  great  success  story — 
and  a  somewhat  baffling  one.  Chrys- 
ler has  had  no  big  marketing  coups 
hke  the  Ford  Mustang,  no  strength  in 
the  luxury  field  like  Cadillac. 

But  under  L\nn  Townsend  (who 
became  president  in  1961  and  chair-, 
man  in  1967)  Chrysler  has  forged 
its  auto  line  into  a  balanced  selec- 
tion of  conventional  cars  and  rebuilt 
its  dealer  network  by  financing  500 
dealerships.  Despite  this  expensive 
program,  Chrysler  has  moved  to  sec- 
ond in  return  on  equity  and  invested 
capital  among  the  Big  Three.  In  an- 
nual growth  of  sales  and  earnings, 
Chrysler  has  outperformed  both  Gen- 
eral Motors  and  Ford. 

The  Squeeze  in  Trucks 

Most  cars  are  bought  because  peo- 
ple want  them,  but  most  trucks  are 
bought  because  people  need  them. 
So  even  though  1968  wasn't  a  record 
year  for  cars,  it  was  for  trucks:  a  shade 
over  1.8  million  new  trucks  were 
sold.  Ford  regained  first  place  among 
individual  makes,  but  GM — which 
has  two  makes,  Chevrolet  and  CMC 


ef'i 


— remained  the  country's  bigge 
truck  maker.  And,  despite  a  decreas 
in  sales,  Kaiser  Industries'  Kaiser  Jee 
Corp.  remained  the  nation's  leadin 
producer  of  four-wheel-drive  vehicle^ 

Just  as  American   Motors  has  fel 
the     Big     Three's     diversificatiort    ii 
autos.     International     Harvester     ha' 
felt  it  in  trucks,  which  accounted  i' 
-nearly  half  of  its  $2.5  billion  in  salt 
last  year.  In  light  and  medium  trucl 
International  lost  ground  to  Chrysler 
Dodge   division,  which   increased   it 
market  share  by  nearly  18%  on  recorCij 
sales.    In   heavy   trucks   Internationiil 
suffered    even    more.    Though   it   rej 
mained  No.  One  in  sales,  its  markel 
share  dropped  by  one-sixth  to  23.6' 
The  big  gain  was  made  by  Gener 
Motors'    CMC    division,    which    im 
proved  its  share  to  17.8%  and  surgec 
past  Ford  and  Mack  Tnacks  (part  o 
the  Signal  Cos.)  into  third  place,  be 
hind  White  Motor  (20.8%).  Even  so 
White  and  Mack,  which  specialize  ii 
heavy   trucks,    and   Ford,    a   full-lin< 
producer,   held    about   even   in    thei 
market  shares. 

CMC's  share  gain  was  partly  be 
cause  of  generous  trade-in  allowances 
a  practice  that  Ford  gave  up  afte 
its  strike.  Because  of  that  and  th. 
fact  that  CMC  took  sales  away  fron 
only  one  competitor,  it's  hard  to  tel 
whether  CMC's  gain  will  stick.  Say 
one  competitor:  "GM  has  always  bee; 
profit  conscious  and  so  they'll  havi 
to  cut  back.  As  for  International,  the; 
should  be  ashamed  that  they  don' 
sell  more  trucks  considering  all  th 
dealerships  they  have. "  International' 
new  president.  Brooks  McCormick 
knows  he  has  a  big  job  ahead  if  h 
is  both  to  retain  International's  lead 
ing  position  in  trucks  and  improv 
its  mediocre  profitability. 

McCormick's  problems  aren't  lim 
ited  to  trucks.  In  fami  machiner 
(37%  of  sales)  International  face 
new  competition  from  Ford  am 
Massey-Ferguson  in  the  U.S.  am 
from  Deere  overseas.  And  in  construe 
tion  equipment  (13%  of  sales)  In 
ternational  has  not  gained  on  Catei 
pillar  Tractor,  but  General  Motors  ha 
gained  on  International.  What  make 
International's  position  all  the  wors 
is  that  for  years  it  has  sacrificed  prof 
its  to  build  sales.  With  bigger  am 
much  richer  companies  moving  int 
its  markets,  International's  return  oi 
equity  fell  to  6.4%  for  the  latest  1. 
months,  compared  with  an  average  o 
8.9%  for  the  past  five  years. 

A  quick  glance  at  the  Forbes  Yard 
sticks  shows  that  other  farm-  and  coD 
struction-equipment  makers  have  als 
suffered.  The  return  on  equity  i 
down  in  case  after  case.  Deere,  tM 
largest  farm-machinery  maker,  is  tij 
(Continued  on  page  125  ) 
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MVHO  ADDED  ALUMINUM 
TO  COPPER  AND  BRASS? 


vere  Copper  and  Brass  Incorporated!  Thafs  who. 
ter  having  made  copper  and  brass  products  since 
01,  Revere  —  in  1922  —  added  aluminum  to  its 
Dertoire  of  metals. 

As  the  uses  for  aluminum  grew,  Revere  grew  in 
iminum.  Today  11  of  Revere's  19  plants  in  the 
S.  produce  aluminum  products.  On  June  15,  1968, 
rvere  was  in  production  at  its  new  aluminum  rolling 
11  in  Scottsboro,  Alabama.  With  an  annual  capacity 
90,000  tons  this  $60,000,000  plant  is  busy  turning 


out  the  broadest  range  of  aluminum  sheet  and  plate 
in  Revere  history.  In  addition,  construction  is  begin- 
ning on  a  112,000-ton  aluminum  reduction  plant  ad- 
jacent to  the  rolling  mill  and  a  220,000-ton  alumina 
plant  in  Jamaica,  W.I. 

To  get  the  complete  picture  of  Revere,  add  alumi- 
num to  copper  and  brass  .  .  .  triumvirate  in  crafted 
metals.  Revere  Copper  and  Brass  Incorporated,  230 
Park  Ave.,  New  York,  N.Y.  10017.  Full  color  print  of 
sculpture  suitable  for  framing  on  request. 


^MUEL  E  GALLO  •  TRIUMVIRATE.  1968  •  Copper,  Biass 


^. jcet.  Bar,  Strip  •  SS'A"  high  •  Commissioned  by  Revere  Copper  and  Brass  Incorporated 


This  has  got  to  go 


y 


.  to  grader,  to  processor,  to  food  market.  And, 
it  goes,  transportation  adds  value  at  every  stage 
distribution,  from  raw  material  to  end  use. 
Frueliauf  Corporation  is  the  world's  largest  single 
urce  of  diversified  equipment  for  the  transporta- 
»n  of  goods  via  every  mode— road,  rail,  sea  and  air. 
}isisour  concept  of  Total  Transportation.  Our  annual 
port  tells  more  about  our  vital  role  in  the  economy 
ite  Fruehauf  Corporation,  Detroit,  Michigan  48232. 


'tal  Transportation  means. 


^-yf 


rs  and  containers  for  every        tanks  (or  liquid  and  dry  bulk        refuse   collection    equipment-       aluminurn  hopper  railcars-and       engineering  and  manufacturing 
nable  load  cargoes  truck  bodies  and  trailers  piggyback  units,  too  for  defense  and  government 


cargoes 


r    and    container    compo- 
s  for  ttie  OEIVI  market 


dockside,    shipboard    and    rail 
container   handling   equipment 


in-plant   and    warehouse    ma- 
terials handling  systems 


new  ship  building  and  conver- 
sions to  container  ships 


Plus .  .  . 

coast  to  coast  trailer  and 
container  rentals  •  fi- 
nance for  terminals,  ware- 
houses, etc.  •  finance  for 
the  purchase  of  transpor- 
tation equipment  •  heavy 
industrial  weldments  • 
international  sales  and 
service  facilities 


RUEHAUF 

OF=«F=»c:>F=cyv-ricz>isi 


y/S/ONS  Fruehauf      .      indepencJent  Metal  Products      •      Hobbs      '      Magor  Railcar      •     Transport  Investment 

Pro- Par    •     Research  and  Development    •     Rentco    •    h'aceco 


Integrated  Systems  and  Products 
BSIDI ARIES    Fruehauf  Finance  Company    •     Fruehauf  International  Limited 
AFFILIATES    •    Decatur  Aluminum  Company 


Fruehauf-Fischbach  Automation,  Inc. 
Maryland  Shipbuilding  and  Drydock  Company 


Our  Vickers  Hydraulic  systems  help' 
take  unsightly  junk  cars  out  of  the 
landscape.  We  power  the  presses  that] 
turn  them  into  bales  of  high  quality 
scrap  for  the  steel  mills. 


The  electric  that  lets  you  dial 
your  choice  of  4  different 
positions  for  fast,  close,  comfortable 
shaves.  Our  Remington  shaver 


•^    Our  Remington  Rand  electrostatic 
copier  not  only  makes  30  copies 
„j^  ,        a  minute,  it  makes  friends  because  it 
lowers  the  cost  per  copy. 


We're  synergistic. 

Within  Sperry  Rand  we  share  solutions.  Pool  insight 
benefit  mutually  and  so  do  our  customers. 

It  means  that  when  our  Univac  people  solve  a  probl- 
miniaturization,  it  helps  our  Sperry  engineers  make  their 
control  systems  more  compact. 

It  means  that  when  Vickers  develops  improved  hydrc 
transmissions,  our  New  HoJIand  Division  can  put  the  im| 
ment  to  work  in  making  good  farm  equipment  even  bettc 

It  means  that  we  do  a  lot  of  things  and  we  do  each  one 
because  we  do  all  the  rest. 

^L  We're  §smergistic  j 

^"SPER^Y  RAI\D 

d.  Univac  and  Viclters  are  trademarks  of  Speiry  Rand. 


(Continued  from  page  120) 
iiig   to    crack    Europe    and    grow    in 
construction  equipment;  its  return  on 
equity'  is   down   from    10.9?   for   the 
past  five   years   to   5.8?   for   the   last 
1 2   months.   Canada's   Masse)  -Fergu- 
-1.  strong  overseas,  is  moving  into 
U.S.   Midwest  and  e.xpanding  in 
istruction     equipment    and     diesel 
^liigines;  its  return  is  dowm  from  10.8? 
to  4.2?.  Caterpillar  Tractor,  the  big- 
gest construction-equipment  maker,  is 
moving    into    truck    diesels    and    off- 
highway  dump  trucks;  its  return  slid 
from  2i.6?  to  13?,  still  above  the  in- 
dustry   median.    CertainK     all    three 
companies  had  strikes  last  year,  but 
that  wasn't  the  whole  story. 

Strike-free  companies  also  suffered. 
White  Motor,  a  major  producer  of 
farm  machinery  as  well  as  heav\ 
trucks,  was  e.xpanding  in  two  direc- 
tions last  year.  It  bought  the  off-high- 
way dump-truck  operation  of  GM's 
Euclid  division  and  was  tooling  up  to 
produce  some  of  its  own  diesel  en- 
gines next  year.  Its  return  on  equit\ 
is  down  from  14.7?  to  11.8?.  Clark 
Eijuipment,  a  big  producer  of  c-on- 
stniction  equipment,  held  its  decline 
to  14.5?  from  16.6?.  Allis-Chalmers 
Manufacturing,  which  gets  more  than 
iialf  of  its  sales  from  farm  and  con- 
struction machinery,  dropped  to  zero 
from  3.8?.  And  little  J.I.  Ca.se,  a 
farm  machinery  maker  that's  expand- 
ing in  construction  equipment  with 
the  help  of  Tenneco  (whicii  owns  56? 
of  the  company),  is  down  to  1.1?: 
its  five-year  average  of  26?  is  not 
meaningful  because  the  debt-ridden 
company  has  had  such  tin\   e(iuit\ . 

A  Limit  on  Profits 

The  automotive  suppliers,  of  course, 
know  all  about  the  Big  Three's  di- 
versification.  It's  one  reason  whv  so 


few  suppliers  are  near  the  top  of  the 
Yardstick  rankings.  Whenever  a  cer- 
tain product  line — transmissions,  spark 
plugs,  bearings — becomes  very  profit- 
able, the  end  user  can  integrate  back- 
ward and  manufacture  it.  It's  no  co- 
incidence that  the  two  most  integrated 
automotive  products  companies — 
Ceneral  Motors  and  Caterpillar  Trac- 
tor— are  also  the  two  most  profitable. 

The  component  makers  realize  their 
\ulnerability  and  have  been  busy  di- 
versifying to  lessen  their  dependence 
on  Detroit.  For  example,  Timken  Rol- 
ler Bearing  sells  to  several  industries 
and  runs  a  profitable  specialty-steel 
mill  as  well.  Libbey-Owens-Ford 
dropped  glass  from  its  name  and  ac- 
quired a  maker  of  fluid-power  prod- 
ucts. Dana  agreed  conditionalh  to 
buy  a  tool-  and  diemaker,  while  TRW 
acquired  two  electronic  firms  and  one 
toolmaker. 

But  diversification  is  neither  a  sure 
nor  quick  way  to  better  earnings,  as 
is  shown  by  A.O.  Smith  and  Budd, 
the  group's  poorest  performers.  Smith, 
a  major  maker  of  auto  frames,  was 
caught  short  in  the  early  Sixties  when 
Detroit  began  building  many  cars 
witliout  frames,  and  its  entry  into 
plastics,  meters,  valves  and  other  con- 
trols has  but  slowly  rebuilt  its  profit- 
abilitN.  Smith's  return  on  equity  for 
the  latest  12  months  is  now  up  to 
9.9?,  a  nice  improvement  over  its 
five-year  average  of  7.2?  but  still  less 
than  a  high  of  13?  as  late  as  1957. 
This  is,  however,  far  better  than 
liudd,  whose  return  on  equity  crept 
up  to  only  3.8?  for  the  latest  12 
months  compared  with  an  average  of 
3.5?  for  the  past  five  years.  Budd 
still  depends  on  auto  parts  for  75?  of 
its  sales;  and  its  other  major  market, 
railway  cars,  is  even  more  cyclical. 

No    one    has   back-integrated    into 


tires.  The  cost  of  starting  a  tire  fac- 
tory from  scratch  doesn't  justify  the 
investment,  and  the  Justice  Depart- 
ment wouldn't  allow  an  auto  maker 
to  acquire  a  tire  company.  Even  so, 
the  auto  makers  still  have  plenty  of 
leverage:  The  Big  Five  tire  compa- 
nies— General,  Goodyear,  Firestone, 
Uniroyal  and  Goodrich — all  want 
original-equipment  business,  so  the 
Big  Tliree  auto  makers  can — and  do 
— dri\e  hard  bargains. 

Tight  Tire  Earnings 

The  upshot  is  that  the  tire  makers, 
like  most  automotive  suppliers,  are 
not  near  the  top  of  the  Forbes  Yard- 
sticks. The  Big  Five's  best  five-year 
average  return  on  equity  is  only  14%, 
posted  by  General.  The  best  return 
for  the  latest  12  months  is  that  of  Uni- 
royal— only  13.6? — even  though  1968 
was  a  record  year  for  tire  sales.  This  is 
why  all  the  tire  makers  have  diversi- 
fied. General,  now  a  multicompany, 
gets  75%  of  its  sales  from  nontire  op- 
erations— RKO  General,  Aerojet-Gen- 
eral, plastics  and  chemicals.  And  the 
other  big  tire  makers  get  35?  to  58? 
of  their  sales  from  nontire  areas. 

Uniroyal's  first-place  ranking  for  the 
latest  12  months  is  especially  remark- 
able considering  that  just  a  few  years 
ago  it  was  the  sick  man  of  the  in- 
dustry. Under  President  George  Vila, 
Uniroyal  (its  name  was  changed  from 
U.S.  Rubber  last  year)  has  had  the 
tire  industry's  fastest-growing  earn- 
ings— a  five-year  average  gain  of 
18.4%  on  a  per-share  basis.  Vila's  so- 
lutions to  Uniroyal's  problems  were 
classically  straightforward:  a  vigorous 
capital  expenditure  program  ($107 
million  in  1968  alone)  to  reduce  costs 
and  improve  quality  control,  and  an 
expanded  distribution  system. 

During  1968  the  tire  industry  had 


Trucks  And  Troubles.  For  yecr.   v   .  ,;.       _  _  -or.oi'^ 

had  half  of  the  market  for  heavy  ov^r-fhe-road  trucks.  Then  Ford  and 
General  Motors  began  to  move  in.  While  fighting  them  off.  White  and  Inter- 
national pushed  into  the  off-highv/ay  dump-truck  market.  International  began 
building  such  trucks  in  1956,  v/hereas  White  got  into  the  business  only  last 
year  when  it  acquired  part  of  GM's  Euclid  division.  But  GM  plans  to  re-enter 
the  market  in   1972  and  Caterpillar  aims  fi.r  a  50%  market  share  by  1973. 
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LOCATE 
^ST.  PAUL 

Choose  From  A 

Variety  Of 

Industrial  Districts 

HI^IVERVIEW  INDUSTRIAL 

PARK— Protectively  zoned  for  light 
industry,  warehousing,  distribution, 
research  and  development  facilities. 
180  acres  of  prime  industrial  land 
located  just  5  minutes  from  down- 
town St.  Paul.  River,  rail  and  truck 
transportation  center  into  Riverview, 
and  a  fine  executive  airport  adjoins 
the  Park.  Riverview  is  complete  and 
fully  serviced.  Streets  and  utilities 
are  in  and  paid  for.  18  firms  are 
now  located  in  the  Park,  and  others 
are  contemplating  construction. 

[vfRED  ROCK  INDUSTRIAL 
DISTRICT— Ideally  suited  for  heavy 
industry.  Over  1,700  acres  under 
development.  The  new  and  expand- 
ing North  Star  Steel  mill  can  supply 
basic  materials  for  steel  fabricators 
and  manufacturers.  Truck,  rail  and 
water  transportation.  River  terminal 
space  available  for  utilization  of  in- 
land waterways  system  for  ship- 
ments to  world  ports.  Fuel  and  clean 
water  are  in  excellent  supply.  Sewer 
and  water  serve  the  site,  and  roads 
are  surfaced  for  all-weather  use. 

S^SOUTHPORT-A  developed 
marine  terminal.  For  shippers  and 
processors  of  bulk  materials  requir- 
ing the  economy  of  river  transpor- 
tation who  also  desire  excellent 
truck  and  rail  facilities. 

THE   PORT  AUTHORITY  of  the 

City  of  Saint  Paul  offers  a  variety  of 
industrial  properties  in  the  areas 
described  above.  The  Authority  will 
furnish  information  on  these  areas 
and  complete  details  and  statistics 
on  St..  Paul  and  the  markets  that  can 
most  readily  be  served  from  this  area. 
Write  or  call,  in  complete  confidertce. 

Eugene  A.  Kraut, 

Assistant  Executive  Vice  President 

Frank  E.  Clawson, 

Director  of  Industrial  Development 


PORT  AUTHORITY 
OF  THE 

CITY  OF  SAINT  PAUL 
1130  Minnesota  Building 
St.  Paul,  Minnesota  55101 
Phone  612  224-5686 
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a  minor  revolution.  A  new  type  of 
tire — the  so-called  belted/bias  tire, 
which  has  two  "belts"  of  fiber  glass 
between  its  tread  and  cord — caught 
on  very  fast,  led  by  Goodyear's  Poly- 
glas  tire  (polyester  cord,  fiber-glass 
belt).  Although  fewer  than  1%  of  the 
200  million  tires  sold  were  belted/ 
bias,  the  trend  is  clear.  "In  a  few 
years,"  says  Uniroyal's  Vila,  "the 
belted/bias  tire  will  be  the  standard 
first-line  tire  and  will  be  original 
equipment  on  most  new  cars."  Gen- 
eral's president,  M.G.  O'Neil,  agrees. 
"It's  a  damned  smart  idea, '  he  says. 
"I'm  surprised  it  wasn't  tried  years 
ago. "  Because  belted/bias  tires  last 
about  half  again  as  long  as  conven- 
tional tires,  replacement  sales  could 
theoretically  drop.  But  the  tire  makers 
feel  that  the  higher  prices  on  belted/ 
bias  tires — about  25%  currently — will 
more  than  make  up  for  that. 

Engines  and  Trailers 

The  biggest  market  for  diesel  en- 
gines is  heavy  trucks,  and  next  biggest 
is  construction  equipment.  Increased 
demand  in  each  meant  excellent  sales 
for  Cimimins  Engine  and  GM's  De- 
troit Diesel  division.  In  fact,  Massey- 
Ferguson's  Perkins  Engine  Group, 
which  sells  a  large  share  of  its  output 
to  makers  of  farm  equipment  as  well, 
had  a  record  year. 

The  rebound  was  especially  impor- 
tant to  Cummins,  which  is  larger  than 
Perkins,  smaller  than  Detroit,  but 
is  not  part  of  a  bigger  company.  On 
a  19%  increase  in  sales  for  the  first 
nine  months  Cummins'  per-share  net 
jimiped  138%  over  the  same  period  in 
1967,  when  earnings  were  squeezed 
by  declining  sales  to  truck  makers 
and  by  rising  R6d)  expenditures.  Even 
so,  its  12-month  return  on  equity  in 
the  Yardsticks  was  only  8.5%,  down 
sharply  from  a  five-year  average  of 
13.7%.  The  decline  reflects  increased 
competition  from  GM,  Caterpillar,  In- 
ternational and  Perkins. 

Fruehauf's  problems  are  somewhat 
different.  None  of  the  Big  Three 
makes  truck  bodies  and  trailers.  Nor 
is  any  likely  to — the  Justice  Depart- 
ment probably  wouldn't  allow  ac- 
quisition of  a  trailer  maker,  and  the 
profitability  in  trailers  is  not  as  great 
as  in  some  other  automotive  areas. 
Fruehauf  has  some  problems  all  the 
same.  Last  year  it  increased  its  sales 
— not  quite  to  its  1966  high — and 
remained  industry  leader  with  30%  of 
the  market.  And  despite  stiff  competi- 
tion from  Pullman's  Trailmobile  di- 
\ision  and  Clark  Equipment,  plus  a 
shift  toward  leasing  instead  of  out- 
right sales,  Fruehauf  held  earnings 
about  level.  Nevertheless  Fruehauf's 
12-month  return  on  equit>'  slipped  to 
8.9%,  compared  with  a  five-year  aver- 


age of  12.4%.  To  reduce  its  depei 
dence  on  new  truck  sales,  Fruehauf 
has  branched  into  container  units  and 
specialized  railroad  cars  and  last  year 
acquired  a  ship-repair  company  and 
'a  cargo-crane  producer. 
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A   Built-in   Advantage 

dearly,  the  diversification  by  the' 
Big  Three  will  have  far-reaching  ef- 
fects. The  Big  Three  certainly  are 
working  from  positions  of  immense 
strength,  simply  because  they  are  al- 
ready established  in  the  biggest  man- 
ufacturing business  of  aU — automo- 
biles. As  long  as  the  Big  Three  are 
selling  8  million  or  9  million  cars 
year  at  a  good  profit,  they  will  havi 
plenty  of  money  to  expand  in  othi 
areas. 

But  the  reverse  is  not  true 
though  GM  can  move  into  construe 
tion  equipment.  Caterpillar  is  nol 
likely  to  move  into  the  automobili 
business,  even  though  Cat's  sales  in 
construction  equipment  are  equal  to 
those  of  its  next  eight  competitors 
combined.  Caterpillar's  sales  last  yeai 
were  a  record  $1.6  biUion-plus,  yel 
they  were  several  hundred  millioi 
dollars  shy  of  GM's  net  profits.  Lik( 
wise  Ford  Motor  can  change  from  t 
maker  of  small  farm  tractors  into 
full-line  producer  of  farm  machinery, 
but  Deere  &  Co. — whose  sales  were 
only  $1  billion — is  not  going  to  be- 
come an  auto  maker. 

The  reason  for  this  one-way  street 
is,  of  course,  that  auto-making  has 
become  a  business  requiring  a  fan- 
tastic initial  investment,  huge  \ear- 
ly  capital  outlays,  long  production 
runs  and  nationwide  distribution  and 
promotion.  For  all  practical  purposes, 
competition  in  auto-making  is  limited 
to  the  Big  Three  and  the  foreign  com- 
panies— plus,  of  course,  American 
Motors. 

Even  from  this  position  of  strength, 
it's  not  yet  clear  how  successful  the 
Big  Three  will  be  in  their  new  ven- 
tures. Customer  loyalty  and  strong 
distribution  systems  do  not  develop 
overnight — not  even  for  General  Mo- 
tors. It  may  be  that  the  Big  Three 
will  not  be  able  to  match  the  inde- 
pendents in  innovation,  marketing  and 
just  plain  hard  work.  Or  perhaps  the 
Big  Three  will  find  that  these  other 
areas  are  not  nearly  as  profitable  as 
are  automobiles  and  act  as  a  drag  on 
earnings. 

But  right  now  it  looks  as  if  the 
Big  Three  are  settUng  in  for  a  long 
struggle  to  break  out  of  their  old 
niches.  And  maybe  in  some  future 
Forbes  Annual  Report  on  American 
Industry — not  next  year  or  even  the 
year  after — the  Big  Three  will  be 
classified  as  multi-industry  companies 
instead  of  as  auto  makers.  ■ 
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The  nonferrous  meta/s  business  has  a  windfall-downfall  character.  Lately  the 
companies  catching  the  most  windfalls  have  been  the  most  diversified  ones. 


Mi.NERAL  DISCOVERIES,"  SaVS  lilH  MuC- 

3regor,  pre.sident  of  New  York's 
jroadly  diversified  nonferrous  nietals 
:ombine,  American  Metal  C!linia,\, 
aren't  made  in  small  pieces.  Conse- 
jiiently  we  periodicallv  mo\e  from 
;)eriods  of  oversiipply  to  periods  of 
jverprodiiction.  Tlien,  too,  you  never 
know  wlien  somebody  is  going  to  dis- 
x)ver  a  better  mine  than  yon  have — 
hat's  a  comiJetitive  threat  that's  al- 
wa\s  hanging  over  your  head.  And 
fin.illy.  world.vide  metal  prices  don't 
go  up  and  down  witli  costs." 

For  most  nonferrous  nietals  compa- 
nies, most  of  these  perils  were  happily 
absent  last  year.  Demand  was  firm 
for  copper  and  aluminum  and  prices 
were  at  near  record  le\els;  and  while 
demand  slackened  for  molybdenum 
and  nickel — both  of  which  are  heavily 
dependent  on  the  steel  industry — 
prices  nonetheless  held  firm.  For  the 
lonferrous  group,  the  trouble  last 
year  was  strikes — the  nine-month  cop- 
per strike  that  finally  came  to  an  end 
in  the  second  (juarter,  and  strikes 
.nid  the  threat  of  strikes  in  the  alumi- 
luiui     iiulustrv    that     hampered     both 


liey  holds  antl  Alcoa  through  the  third 
i|uarter.  As  a  result,  despite  1968's 
ixxjuMug  domestic  economy,  the  earn- 
ings of  most  companies  were  only  mod- 
erately higher  than  the  year  before. 

What  is  remarkable,  however,  is 
that  despite  the  recurring  hazards  of 
their  business,  the  nonferrous  metals 
tompanies  in  recent  years  have  done 
significantly  better  than  the  U.S.  econ- 
(jmy  as  a  whole.  No  fewer  than  six 
of  the  17  companies  in  the  group  rank 
among  the  U.S.'  lUO  or  so  most  profit- 
able ill  return  on  e<jnity,  five  in  return 
on  capital.  And  despite  last  year's 
disappointing  results,  the  group  ranked 
sixth  in  (Growth  among  the  Forbes 
industry  groups,  ahead  of  autos,  chem- 
icals and  electronics,  and  significantly 
ahead  of  its  archcompetitor  steel 
(which  ranks  17th  in  growth).  In 
l)art  because  the  group  includes  both 
miners  and  fabricators,  however, 
there  is  a  wide  disparity  in  perform- 
ance. Cieneral  Cable,  E.ssex  Wire  and 
Texas  CiuH  Sulphur  all  have  average 
returns  on  equity  of  better  than  20%. 
Anaconda,  by  contrast,  averages  8.3%, 
Reynolds  Metals  8.8%. 


To  an  extent,  the  group's  high 
returns  reflect  not  only  the  impor- 
tance of  nonferrous  metals  to  the 
economy  but  also  the  ability  of  most 
segments  of  the  industry  to  maintain 
prices  at  a  comfortably  high  level. 
International  Nickel  has  a  near-mo- 
nopoly position  in  nickel  as  Amax  has 
in  molybdenum;  and  though  copper 
production  is  more  widely  dispersed, 
less  than  a  dozen  companies  produce 
nnighh  85%  of  the  world's  copper,  a 
number  small  enough  to  keep  prices 
rcasonabK  stable.  If  aluminum,  an 
e\en  more  concentrated  industry, 
lacks  this  advantage,  the  reason  is 
that  aluminum  has  chosen  to  price 
its  way  into  markets  rather  than  into 
a  high  level  of  profitability. 

Hut  this  is  merely  the  point  that 
)ou  start  from.  The  really  spectacular 
records  have  been  posted  by  those 
companies  that  over  the  years  have  di- 
\'ersified — Texas  Gulf  Sulphur,  Amer- 
ican Smelting  &  Refining,  Englehard 
.Minerals,  Inco  and  Amax  (see  Yard- 
sticks). Just  how  well  the  strategy 
of  diversification  can  work — when  it 
does  work — is  demonstrated  by  Texas 
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PROFITABILITY:  13th  of  23. 

GROWTH: 

6th  of  23. 

RANKING: 

A— RANKING 

IN  FORBES.  500     B— RANKING  IN 

NONFERROUS 

METALS  INDUSTRY 

S-«Mr 

Latest  12-monlti                            5-)«»r 

5-year* 

annual  increa 

■MCtf*  rtturn  on 

return  on                        combined  return  or: 

annual  increase 

s<  In 

stocktioliton' 

•quity 

stockholderj'  equity                   debt  and  equity 

in  sales 

per-share  ear 

nings 

Rank 

Per- 

Rank            Per-                Rank 

Per- 

Rank          Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A          B         cent             A         B 

cent 

A 

B         cent 

A         B 

cent 

General  Cable  Corp. 

35 

(1) 

236 

268        (7)        11.6            35        (1) 

19.3 

218 

(7)        10.0 

367      (12) 

4.2 

.  Essex  Wire  Corp. 

41 

(2) 

22.6 

29        (2)        233             47        (2) 

18.0 

133 

(4)       14.0 

45       (3) 

24.0 

Texas  Gulf  Sulptiur 

54 

(3) 

21.1 

12        (1)        30  3           iOO       (5) 

13.9 

13 

(1)       41.0 

15       (1) 

45,3 

American  Smelting 

96 

(4) 

18.0 

160       (4)        14.2            74       (3) 

15.7    ■ 

487 

(13)      -0.4 

279       (11) 

7.6 

Engelhard  Minerals 

101 

(5> 

17.5 

62       (3)       18.G            91       (4) 

14.4 

45 

(2)        22.2 

42        (2) 

25.1 

Amer.  Metal  Climax 

103 

(6) 

17.4 

182        (5)        13.7           138       (8) 

12.7 

494 

(15)      -2.7 

268       (10) 

8.0 

Cerro  Corp. 

187 

(7) 

13.9 

286        (8)        11.3       .    .134       (7) 

12.8 

212 

(6)        10.2 

113        (6) 

15.5 

Phelps  Dodge 

220 

(8. 

13.1 

407      (12)        8.0          124       (6) 

13.1 

269 

(8)          8.4 

444       (15) 

-1.6 

Revere  Copper 

220 

(8) 

13.1 

208        (6)        13.1           261       (10) 

95 

318 

(10)         7.4 

73        (5) 

18.5 

Kaiser  Aluminum 

30? 

(10) 

11.4 

325       (10)       10.3           398       (13) 

6.5 

159 

(5)        12.4 

155        (8) 

12.2 

Kennecott  Copper 

346 

(11) 

10.5 

413       (13)         7.8 

224          (9) 

10.2 

489 

(14)      -0.8 

380       (13) 

3.9 

Scovill  Mfg. 
Aluminum  Co. 

372 
375 

(12) 
(13) 

lO.t. 
10.0 

298        (9)        11.0 
331       (11)       10.2 

265       (11) 
400       (14^ 

9.5 

78 

(3)        17.7 

52        (4) 

21.7 

6,5 

368 

(11)         6.2 

137        (7) 

13:3 

Reynolds  Metals 

407 

(14) 

8.8 

474       (15)        4!; 

447       il',- 

fi.5 

301 

(9)          7.8 

406       (14) 

2.4 

Anaconda  Co. 

4?1 

(15) 

8.3 

418       (14)         7  ' 

7.6 

452 

(12)         3.5 

.208       (9) 

9.9 

Alcan  Aluminiumf 

10.7 

9.4 

,  5.8 

9.2 

98 

International  Nickelf 
Industry  Medii 

174 

16.3 

16.1 

9.0 
8.4 

5.3 

an 

13.1 

11.3 

12.7 

12.2 

A— In  FORBES  500.     B- 

-In  Nonf 

errous  Metals  Indus 

try.      'Includes  latest  12  mo.ith  ii.crease  vs.  1962-63-64  average,      tt 

anadian  companJe 

.;  not  ranked  in  FORBES  500. 
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AEPD  (Advanced  Electrochemical  Products  Division)  is  Allis-Chalmers 
newest  special  arm  dedicated  to  government  space  and  defense  proj- 
ects: electrochemical  technology  —  systems  engineering  —  hard- 
ware production. 

Fuel  cells  are  among  the  equipment  made  by  the  Advanced  Electro- 
chemical Products  Division.  Other  Allis-Chalmers  developments  in- 
clude electrolysis  life  support  systems —  oxygen  concentration  sys- 
tems—  auxiliary  power  systems  —  ground  support  equipment. 

Headquarters  of  this  dynaniic  Allis-Chalmers  division  is  Green- 
dale,  Wisconsin,  where  AEPD  occupies  a  35-acre  site  which  includes 
modern  plant  facilities  for  fabricating  and  qualifying  the  most  ad- 
vanced electrochemical  systems. 

AEPD  is  another  example  of  Aliis-Gfialmers  unique  combination 
of  capabilities  —  serving  our  country's  needs  in  space  and  defense. 


ALLIS-CHALMERS 


Heli-specting.  "In  the  old  days  the  prospectors  went  in  by  canoe,"  says 
Vincent  Perry,  head  of  Anaconda's  geological  operations.  But  during 
World  War  II  aerial  photography  came  of  age;  soon  after  that  oil  com- 
panies started  using  aircraft  for  exploration,  and  the  nonferrous  metal 
companies  were  not  far  behind.  Anaconda's  former  chairman,  Charles 
Brinckerhoff,  described  the  role  of  aircraft  in  finding  metals  this  way.  "First 
the  geologist  studies  area  maps  and  picks  out  favorable-looking  areas. 
Then  he  sends  an  aircraft  up  to  fly  a  grid,  hanging  an  electrical  instru- 
ment below  the  plane.  Finally,  he  delimits  an  area  that  he  calls  an  anomaly, 
a  place  that's  a  little  different  from  the  rest  of  the  area  in  response  to  the 
electrical  currents  his  equipment  emits."  At  that  point,  the  aircraft's  first 
job  is  over.  "We  still  don't  know  if  there's  any  metal  there,"  continued 
Brinckerhoff.  The  aircraft's  second  job  is  to  help  the  geologist  find  out 
what's  there.  Nowadays  helicopters  have  replaced  canoes  and  even  air- 
planes in  this  role,  as  with  this  American  Metal  Climax  exploration  team 
(shown   above)   receiving   supplies   in   the   mountains   of  British    Columbia. 


Gulf  Sulphur.  Back  in  the  early  Six- 
ties, when  sulphur  prices  fell  through 
the  floor,  TGS  was  earning  a  mere 
7.5%  on  its  stockholders'  equity.  But 
where  other  producers  were  content 
to  wait  for  prices  to  improve,  TGS, 
under  a  new  management,  began  fun- 
neling  its  earnings  into  exploration. 
TGS,  of  course,  was  breathtakingly 
lucky.  In  1964  its  geologists  discov- 
ered the  now-famous  Kidd  Creek 
Mine  at  Timmins,  Ontario,  one  of 
the  greatest  mineral  discoveries  of 
modern  times.  By  the  time  Kidd  Creek 
went  into  operation  two  years  ago, 
both  sulphur  and  metal  prices  were 
skyrocketing,  and  TGS'  earnings  went 
through  the  roof.  Result:  TGS  has  one 
of  the  highest  rates  of  Growth  and 
Profitability  in  U.S.  industry. 

Given  the  level  of  sulphur  prices 
in  the  early  Sixties,  TGS  had  plenty 
of  incentive  to  diversify,  and  so  did 
most  of  the  other  companies  that 
followed  this  route.  Asarco  faced  the 
decline  of  its  50-year-old  custom- 
smelting  business  by  increasing  its  di- 


versification into  copper  in  the  U.S., 
Peru  and  Australia.  (Asarco  will  be- 
come more  diversified  than  it  had  in- 
tended if  Pennzoil's  current  takeover 
bid  should  succeed. )  Amax'  big  invest- 
ment in  the  Zambian  copperbelt  look- 
ed hazardous,  so  it  moved  into  iron 
ore,  aluminum  and  lead  mining.  Cerro 
was  vulnerable  in  Peru,  so  it  expanded 
in  the  U.S.  as  a  copper  fabricator  and 
cement  producer.  Engelhard  Miner- 
als, on  the  other  hand,  reflects  multi- 
millionaire Charles  Engelhard's  in- 
terest in  consolidating  some  of  his 
natural  resource  holdings.  Interna- 
tional Nickel,  though  it  has  never 
diversified  directly,  derives  a  large 
measure  of  diversification  through  its 
by-product  production  of  copper.  Di- 
versification has  its  price,  of  course, 
as  well  as  its  rewards.  Though  each 
of  these  companies  boasts  a  high 
average  return,  most  boast  a  far  more 
moderate  rate  of  earnings  growth. 
Metal  cycles  have  a  tendency  to  bal- 
ance each  other  out. 

In  the  circumstances,  however,  the 
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wonder  is  that  more  companies  have 
not  followed  the  lead  of  these  com 
panics.  The  dictum  that  a  good  man- 
ager can  manage  any  business  may 
have  its  limitations,  but  they  doij't 
apply  to  the  mining  business.  As  Ian 
MacGregor  points  out,  "The  skills 
used  in  exploiting  one  mineral  are 
applicable  to  a  whole  range  of  others 

Even  so,  the  copper  companies 
have  been  reluctant  until  recently  to 
advance  very  far  beyond  copper,  and 
the  aluminum  companies  have  been 
reluctant  to  advance  at  all.  For  the 
copper  companies  at  least,  this  re- 
luctance is  due  not  simply  to  stub- 
bornness but  to  the  difficulty  of  find- 
ing opportunities  more  attractive  than 
copper  to  invest  in.  Nickel  and  molyb- 
denum are  attractive  enough — the  re- 
turns are  high — but  economic  depos- 
its are  uncommonly  rare,  and  lead, 
zinc  and  aluminum  present  more  than 
a  few  problems.  Despite  its  spectac- 
ular growth  rate,  aluminum  has  yet 
to  come  anywhere  near  matching  the 
kind  of  returns  the  copper  companies 
are  used  to  {see  Yardsticks),  while 
lead  and  zinc  are  if  an>thing  more 
wildly  volatile  than  copper  itself. 

What  is  more,  what  diversification 
the  copper  companies  have  attempted 
has  not  been  especially  successful. 
Anaconda  has  admittedly  had  plenty 
of  other  problems  (Forbes,  Dec.  15, 
1 968 ) ;  yet  sixteen  years  after  it 
moved  into  aluminum  the  company 
is  only  just  now  beginning  to  make  a 
decent  return  on  its  $240-million 
investment.  Nor  was  Kennecott's 
small-scale  advance  into  columbium 
exactly  a  triumph.  In  the  circum- 
stances, Phelps  Dodge's  decision  to 
live  off  its  low-cost  Western  mines, 
at  least  until  it  finds  some  more  prom- 
ising outlet  for  its  capital,  may  prove 
to  have  been  the  more  judicious 
course.  As  the  Yardsticks  make  clear, 
PD's  returns  are  comfortabK'  higher 
than  either  Kennecott's  or  Anaconda's. 

Yet  the  argument  does  not  quite 
wash.  Though  it  is  true  that  aluminum 
yields  nothing  like  the  return  that 
copper  does,  it  is  also  true  that  even 
aluminum  yields  a  substantially  high- 
er return  than  most  copper  compa- 
nies have  been  realizing  on  their 
vastly  underutilized  financial  re- 
sources. Both  Anaconda  and  Ken- 
necott  seem  to  have  recognized  this. 
Last  year,  Kennecott  took  the  plunge 
and  picked  up  Peabody  Coal,  while 
Anaconda,  having  finally  solved  its 
aluminum  problems,  now  seems  on 
the  verge  of  moving  rapidK*  into  both 
molybdenum  and  nickel. 

With  the  aluminum  companies,  the 
sticking  point  is  somewhat  different. 
Unlike  the  copper  companies,  the  big 
aluminum    producers    are    marketing 
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rather  than  mining  organizations,  so 
that  none  has  quite  the  flexibility'  in 
mo\ing  from  metal  to  metal  that  an 
Aniax  or  an  Anaconda  has.  Only 
Kaiser,  which  has  been  expanding  its 
position  in  chemicals  and  real-estate, 
is  now  making  a  significant  profit  in 
areas  other  than  aluminum,  though 
Alcoa's  and  Re>nolds'  real-estate  op- 
erations ma\'  one  day  pay  off  hand- 
someh.  Admittedh,  the  application 
of  aluminum's  marketing  skills  to  cop- 
per could  concei\  abl\  offer  some  truly 
sNiiergistic  opportunities,  while  a 
move  into  titanium  might  blunt  the 
rising  threat  titanium  is  posing  to 
aluminum's  big  aircraft  market.  But 
tlie  fact  is  that  the  aluminum  com- 
panies have  their  hands  full  simply 
ineeting  the  demands  of  the  aluminum 
market.  Most  companies  are  alread\ 
utilizing  the  bulk  of  their  financial 
resources  in  their  owti  business,  and 
none  has  the  price''earnings  ratio  to 
permit  it  to  diversify  through  acquisi- 
tion. The  growth  potential  of  the 
aluminiuii  market  so  astounds  and  ex- 
cites most  aluminum  executi\es  that 
the\  are  undeterred  b>  the  low  return 
their  investment  is  yielding.  After  all, 
the  industry's  growth  rate — as  the 
Yardsticks  reveal — is  still  substantially 
above  a\erage. 

So  is  that  of  the  big  wire  and  cable 
makers,  Essex  Wire  and  C^eneral  Ca- 
ble. Dependent  on  the  relatively  fast- 
growing  telephone,  utility  and  auto 
industries,  neither  has  had  any  real 
need  to  diversif)  besond  its  basic 
business,  though  Essex  has  anibitious- 
K  sought  o\er  the  years  to  pick  up 
such  outfits  as  iN'orthwest  Industries, 
Noranda  Mines  and  Cerro.  Why 
should  the\?  Both  already  boast  the 
highest  returns  in  the  nonferrous 
group  and  normally  one  of  its  highest 
growth  rates,  though  C.eneral's  earn- 
ings took  a  dive  last  year  when  the 
copper  strike  forced  it  to  live  off  high- 
priced  foreign  copper. 

Far  less  fortimate  are  the  copper 
ayd  brass  fabricators.  Revere  and 
Sco\ill,  whose  markets  are  not  only 
slower  growing  but  far  more  cyclical. 
To  balance  its  operations.  Revere  is 
on  the  way  to  becoming  an  impor- 
tant aluminum  producer  (partly 
through  its  interest  in  the  Ormet 
aluminum  project),  svliile  Scovill  has 
branched  out  into  building  and  in- 
creased consumer  products  (now  over 
50'i  of  sales ) .  For  Revere,  the  result 
has  been  an  above-average  increase 
in  earnings;  for  Scovill,  a  high  rate  of 
sales  growth.  Clearlv',  diversification 
is  no  panacea  in  the  mining  and  fab- 
ricating businesses  any  more  than  it 
is  in  an\  thing  else,  but  it's  one  solu- 
tion to  the  problems  of  operating  in 
one  of  U.S.  industry's  most  difficult 
businesses.  ■ 
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We  grow 
plants  and 

they  live 
hettier  here. 


Here  in  Tennessee  we  think  we've  got  the  best  climate 

in  the  world  for  growing  plants.  Manufacturing  plants. 

We've  got  the  labor  an(j  the  schools  to  train  it  with. 

Good  land  and  low  cost  construction.  Plenty  of  water 

and  abundant,  low-cost 

electricity.  Local  financing  and  :'^7^  ' 

no  state  income  tax  on  personal    "^ 

income.  Over  13,000,000  acres    t^ 

of  timber  and  enough  coal  to     .   . 

last  5,000  years.  > 

We're  within  500  miles  of  75% 

of  the  entire  U.S.  population.        . 

And  we're  sitting  smack  on  a        ^ 

crossfire  of  Interstate  highways  that's  unequalled 

coast  to  coast. 

The  only  thing  that  may  do  better  than  your  plant 
here  is  you. 

Write  for  "Industrial  Tennessee,"  Office  of  the  Governor, 
Cordell  Hull  Building.  Nashville,  Tennessee  37219. 


MH    THE  3  "STATfS"  OF 

Tennessee 


3  STATES  IN  ONE 
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Transportation 


The  railroads  did  well  in  the  stock  market  last  year.  But  the  gains  were  propelled  by 
hcpe,  not  by  facts,  because  the  industry  lagged  both  in  profits  and  in  diversification. 


N i;s£. Inc.  ^ -SIXTY-EIGHT  may  well  be 
remembered  in  the  transportation 
business  as  the  year  the  railroads 
learned  to  play  the  stock  market. 

Certainly  the  year  was  no  success 
from  any  other  point  of  view.  Profits 
of  the  major  railroads — an  estimated 
$600  million — were  only  slightly  bet- 
ter than  1967's  $554  million  and  way 
off  the  $904  million  of  1966.  And 
every  major  railroad  in  the  country 
was  in  the  bottom  100  companies  of 
the  Forbes  500  in  Profitability  and 
in  the  last  100  in  either  earnings  or 
sales  growth. 

Yet  the  stocks  of  railroad  companies 
such  as  Penn  Central,  Illinois  Central 
Industries,  Seaboard  Coast  Line  and 
Santa  Fe  Industries  recently  sold  at 
prices  from  18  to  26  times  their 
earnings.  At  the  same  time  the  30 
stocks  that  make  up  the  Dow-Jones 
industrial  average,  a  cross  section  of 
blue-chip  companies,  sold  at  an  aver- 
age of  only  17.7  times  profits.  What  a 
switch  from  as  recently  as  1966  when 
the  rails  sold  at  ten  times  earnings 
and  the  industrials^ at  151 


These  raihoads  now  have  high 
price/earnings  multiples  largely  be- ' 
cause  they  have  learned  a  fact  of 
modern  corporate  life:  The  story  you 
tell  the  stock  market  is  as  important 
as   the  story   your  earnings   tell. 

In  the  case  of  the  railroads  the 
story  the  market  is  listening  to  is  one 
of  diversification.  Actual  diversifica- 
ton  isn't  even  required — you  only  have 
to  say  you're  going  to  diversify.  The 
procedure  usually  involves  fonning  a 
holding  company  and  changing  the 
company's  name,  substituting  the 
word  "Industries"  for  "Railroad."  "Of 
course,  a  lot  of  railroads  have  gone 
into  holding  companies  for  the  stock 
market  appeal,  the  glamour,"  observed 
Southern  Railway  President  W.  Gra- 
ham Claytor. 

Last  and  First 

Because  the  stock  market  is  buying 
this  story  these  days,  some  of  the  rail- 
roads with  the  saddest  figures  on  the 
Forbes  Yardsticks  have  the  highest 
price/earnings  multiples.  Penn  Cen- 
tral, for  example,  only  earned  2.8%  on 


its  stockholders'  equity  in  the  latest 
12-month  period;  the  Seaboard  only 
earned  2.6%.  The  Growth  figures 
show  that  the  Santa  Fe's  earnings 
haven't  been  growing  at  all — they've 
been  falling  3%  a  year. 

On  the  other  hand,  leaders  in 
Profitability  such  as  the  Norfolk  & 
Western,  Union  Pacific,  Southern  Pa- 
cific and  Claytor's  Southern  recently 
sold  at  P/E  ratios  of  between  12  and" 
14,  or  below  the  Dow- Jones  industrial 
companies  where  historically  the 
highly  cyclical  railroads  have  always 
been  sold.  Only  recently  have  the 
UP  and  SP  taken  steps  that  could 
lead  to  further  diversification  on  their 
part;  the  N&W  has  yet  to  move. 

Yet  the  men  who  run  the  railroads 
know  all  too  well  that  it  will  take 
much  more  than  corporate  gimmickry 
to  make  the  railroads  successful  di- 
versifiers.  As  for  their  basic  business, 
in  1968  it  remained  mired  in  troubles. 
Overall,  labor  costs  kept  climbing . 
even  though  the  work  force  was  being  ■ 
reduced  in  numbers.  Their  attempts 
to  save  money  by  merging  continue 
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RANKING: 


PROFITABILITY:  23rd  of  23.  GROWTH:  21st  of  23. 

A— RANKING  IN  FORBES  500     B— RANKING  IN  TRANSPORTATION  INDUSTRY 


5-year 

average  return  on 

itockholders'  equity 

Latest  12-month 

return  on 

stockholders'  equity 

cs 

5  year 
mbinad  return  on 
debt  and  equity 

ai 

5-year* 

inual  increase 

in  sales 

5-year' 
annual  increase  in 
per-share  earnings 

Company 

Rank 
A         B 

Per- 
cent 

Rank 
A          B 

Per- 
cent 

1 

A 

tank 
B 

Per- 
cent 

Rank 
A          B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Consolid.  Freightways 

28 

(1) 

250 

30 

(1) 

23.0 

147 

(2) 

12.2 

131 

(1) 

14.0 

35 

(1) 

26.6 

U.S.  Freight 

62 

(2) 

20.4 

69 

(2) 

18.2 

46 

(1) 

18.1 

274 

(2) 

8.4 

163 

(3) 

11.8 

General  Amer.  Trans. 

250 

(3) 

12.4 

313 

(3) 

10.7 

414 

(4) 

6.1 

482 

(14) 

1.3 

388 

(8) 

3.6 

Norfolk  &  Western 

419 

(4) 

8.4 

426 

(4) 

7.1 

397 

(3) 

6.5 

329 

(4) 

7.1 

442 

(12) 

-1.4 

Union  Pacific  R.R. 

451 

(5)  . 

6.6 

451 

(5) 

6.3 

421 

(5) 

6.0 

466 

(9) 

2.4 

369 

(7) 

4.2 

Southern  Pacific 

461 

(6) 

5.8 

453 

(6) 

6.3 

462 

(7) 

4.8 

457 

(8) 

3.3 

346 

(4) 

5.0 

Southern  Railway 

461 

(6) 

5.8 

459 

(7) 

6.1 

463 

(8) 

4.7 

409 

(5) 

5.1 

389 

(9) 

3.5 

Chesapeake  &  Ohio  Ry. 

46.3 

(8) 

5.7 

472 

(8) 

5.1 

475 

(9) 

3.9 

467 

(10) 

2.3 

362 

(6) 

4.3 

Missouri  Pacific  R.R. 

464 

(9) 

5.7 

473 

(9) 

4.5 

483 

(13) 

3.1 

474 

(11) 

1.9 

450 

(13) 

-2.6 

Santa  Fe  Industries 

471 

(10) 

5.2 

478 

(11) 

4.1 

451 

(6) 

4.8 

479 

(13) 

1.5 

456 

(14) 

-3.0 

Louisville  Nash.  R.R. 

475 

(11) 

4,9 

477 

(10) 

4.3 

476 

(10) 

3.7 

455 

(7) 

3.4 

436 

(11) 

-0.3 

Great  Northern  Ry. 

479 

(1?) 

4.1 

490 

(15) 

2.5 

478 

(11) 

3.5 

478 

(12) 

1.7 

478 

(15) 

-8.4 

Illinois  Cent.  Indus. 

481 

(13) 

3.9 

482 

(12) 

3.8 

479 

(12) 

3.4 

304 

(3) 

7.8 

404 

(10) 

2.6 

Chicago,  Milwaukee 

488 

(14) 

1.8 

494 

(16) 

0.8 

488 

(14) 

2.1 

454 

(6) 

3.5 

349 

(5) 

4.9 

Northwest  Industries 

N'.A. 

N.A. 

N.A. 

N.A. 

N.A. 

Penn  Central 

N-A. 

488 

(13) 

2.8 

N.A. 

N.A. 

121 

(2) 

14.6 

Seaboard  Coast  Line 

N.A. 

489 

(14) 

2.6 

, 

iniiiir 

N.A. 

N.A. 

■HHSHa 

J 

NA 

Northern  Pacificf 

3.7 

3.1 
5.6 

■'■^ 

Hip: 

3.2 

5.1 
3.4 

■il 

6.2 

Industry  Median 

5.8 

4.8 

3.6 

A — In  FORBES  SOO.     B — In  Transportation   industry, 
available  due  to  recent  mergers:  not  ranked. 


'Includes  latest  12-month  increase   vs.    1962-63-64  average.    tUnranked,    not    In    FORBES    500.     N.A. —Not 
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Parish  carries 
a  big  load  for  Dana 


;er  the  Parish  brand,  Dana  is  the  largest  producer 

leat-treated,  heavy-duty  truck  frames  in  the  world. 

rames  for  trucks  and  cars,  however,  form  only  part 

e  picture  at  Dana,  the  world's  largest  independent 

)plier  of  transportation  components. 

transmissions,  clutches,  driveshafts,  axles,  valves, 

piton  rings,  cylinder  liners,  differentials,  universal 

i«:its,  gaskets,  oil  seals,  power  take-offs  —  these  are 

sne  of  the  vital  components  Dana  supplies  to  the 

Wrid-wide  transportation  industry. 

Since  1954,  we've  enjoyed  a  10  percent-plus  annual 

^e  of  growth.  We're  going  to  keep  it  up  because  every 


year  we  learn  new  ways  to  make  components  that  work 
better  and  last  longer  for  the  business  we  know  best- 
transportation. 

More  information  on  Dana,  and  its  record  of  diversi- 
fication within  transportation,  is  available  in  our  an- 
nual report.  Write  to:  Office  of  the  President,  Dana 
Corporation,  Toledo,  Ohio  43601. 


Con-Vel 
Parish 

Perfect  Circle 
Splcer 
Victor 
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When  they  asked, 

"What's  the  latest 
in  highway  safety?". . .  the  men  at  Reynol 

helped  develop 
aluminum  light  pol 
that  give  the 
driver  a  break. 
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grim  fact  that  many  of  the  more  serious 
way  accidents  occur  just  off  the  highway: 

veering  off  the  road,  hitting  trees,  signs, 

ents,  light  poles. 
ate  highway  commissions  are  fighting  this 
lem  with  properly  engineered  lighting  sys- 
.  And  for  even  greater  safety,  many  are  using 
inum  breakaway  light  poles,  developed  by 
ng  manufacturers  working  with  the  men  at 
lolds. 

lese  poles  are  strong  enough  to  stand  up  in 
canes,  but  they'll  break  off  at  the  base  when 
seding  car  hits  them.  The  pole  absorbs  most 
e  shock  of  impact. 
le  life-saving  ability  of  aluminum  light  poles 
■natter  of  record  in  New  Jersey,  where  they've 
1  used  for  years.  In  one  five-year  period,  cars 
hed  into  the  aluminum  poles  some  2,000 
s  without  a  fatality,  in  most  cases  there  were 
Tiajor  injuries  and  no  secondary  accidents 
ied  by  the  lightweight  poles  falling. 
'eighing  about  half  as  much  as  steel,  alumi- 
I  poles  cost  less  to  install,  are  moved  m' 
■ly  when  damaged,  never  need  painting. 


■ 


Photos  taken  during  impact  test  at  University  of  Miami;  speed  of  car  — 55  m.p.h. 


Light  poles  are  just  one  example  of  the  way 
aluminum  is  being  put  to  work  for  safer,  more 
economical  highway  applications.  Highway  de- 
partments are  specifying  more  and  more  alumi- 
num signs,  transition  and  bridge  rails,  median 
barriers,  aluminum  fences  and  glare  screens. 

And  you'll  find  the  men  at  Reynolds  leading  the 
way  in  developing  these  products,  just  as  they  do 
in  aluminum  packaging,  architectural,  industrial 
and  transportation  applications. 

When  you  think  of  aluminum,  call  your  man 
at  the  local  Reynolds  office,  or  write  Reynolds 
Metals  Company,  P.O.  Box  2346-LH,  Richmond, 
Virginia  23218. 


REYNOLDS 

where  new  ideas  take  shape  in 

ALUMINUM 


A^ 


QUALITY  OF  LIFE 

. . .  the  factor  you  should  consider  in  selecting  a  new  location. 


The  environment  in  which  you  locate  is  more 
than  taxes  and  climate.  It  is  also  the  quality  of 
life.  Now  it  has  been  measured. 

The  "Quality  of  Life"  study  was  conducted  in 
1967  by  Dr.  John  0.  Wilson  at  the  Midwest 
Research  Institute,  Kansas  City.  It  ranked  all  50 
states  on  nine  criteria  defined  by  the  Eisen- 
hower Commission  on  National  Goals: 
Economic  Growth,  Technological  Change, 
Agriculture,  Education,  Living  Conditions, 


Health  and  Welfare,  Democratic  Process, 
Equality,  and  Status  of  the  Individual.  Minne- 
sota's overall  rank  is  Number  2  —  and  still 
improving. 

We  think  the  comparative  ranking  of  the  50 
states  on  each  of  these  points  will  be  helpful 
to  you.  The  tabulation  is  included  in  a  booklet 
we  have  prepared.  To  obtain  it,  please  write  on 
your  letterhead  for  a  complimentary  copy  of 
"The  Quality  of  Life  in  Minnesota." 


minnesota! 

lO.OOO   LAKES 

Send  request  to:  J.  Kimball  Whitney,  Commissioner 
Department  of  Economic  Development,  57  W.  7th  Street 
St.  Paul,  Minnesota  55102 
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J     run     into     intemiinable     clela>s. 

Last  \ear,  despite  the  better-than- 
verage  records  of  nonrailroad  com- 
anies,  such  as  ConsoHdated  Freight- 
r-ays  and  U.S.  Freight,  Transporta- 
ion  ranked  last  among  the  23  indus- 
ries  covered  by  this  report  in  Profit- 
bility  and  nearl\   last  in  Growth. 

Transportation's  five->ear  median 
eturn  on  equit\  of  5.8?  was  less  than 
alf  the  median  of  \3M  for  all  in- 
ustn.-.  Transportation's  median  earn- 
igs  growth  of  3.1).  was  far  below 
be  all-industry  median  of  9.6?. 

E\en  the  most  profitable  railroads, 
he  Norfolk  &  Western  and  Union 
acific,  earn  onK  8.4?  and  6.6?,  re- 
jectively,  on  their  stockholders'  invest- 
lent.  This  at  a  time  when  investors 
an  buy  high-grade  utility  bonds  that 
ield  nearly  7?  with  virtually  no  risk. 

Such  profit  figures,  of  aiurse, 
rgue  strongly  in  lavor  of  diversif>- 
ig.  .As  Ben  W.  Heineman,  president 
f  Northwest  Industries,  one  of  the 
rst  diversifiers,  said:  "You  can't 
lake  a  decent  profit  return  on  a  rail- 
oad.  So  the  railroads  are  looking  to 
ut  their  money  elsewhere." 

Chiet  attraction:  The  railroads'  low 
icome-ta.\  base  comes  in  very  handy 
dien  the>  acquire  earnings  of  a  com- 
an>  that  has  been  paying  taxes  at  a 
onnal  rate. 

The  Penn  Central,  for  e.xample, 
laid  only  $100,000  in  income  taxes 
1  1967  though  its  pretax  earnings 
vere  $14.2  million.  Even  the  rcla- 
ively  prosperous  .\()rh)lk  &  Western 
aid  an  average  ol  only  21?  on  its 
)reta\  profits  m  taxes  in  the  years 
963  through   1967. 

2  Plus  2  Still  Equals  4 

But  until  they  can  do  sometliing 
bout  their  basic  profitability,  what 
he  railroads  can  accomplish  tiuougii 
iiversification  is  sfricth  limited,  l-or 
•ven  with  their  improved  P/E  ratios, 
he  roads  still  can't  aitord  to  bu\  real 
rowth   companies. 

A  company  with  significant  growth 
prospects  will  sell  for  30  or  40  or 
nore  times  earnings,  and  the  railroads 
;till  can't  afford  to  issue  the  amount 
)f  stock  necessary  to  acquire  such  a 
lighflier.  And  cash  deals  are  out  of 
he  question  in  most  cases  because 
he  acquired  company  wants  a  ta.x- 
ree  exchange  of  stock  to  a%oid  capi- 
al-gains  taxes.  Occasionally  a  good 
ieal  does  come  along.  Illinois  Central 
s  buying  Abex  Corp.,  a  medium-sized 
.apital-goods  company  whose  stock 
bas  seldom  sold  higher  than  II  times 
arnings  in  the  past  several  years. 
Northwest  Industries  (formed  by  the 
Id  Chicago  &  North  Western  Rail- 
way) bought  Philadelphia  &  Reading 
Corp.,  an  agglomerate  of  apparel, 
steel  and  electrical  parts  with  a  P/E 
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Awakening.  Passengers  have  long  been  anathema  /o  railroad  men,  who 
would  leave  them  to  the  days  of  spittoons.  But  urged  on  by  the  Federal 
Government,  the  Penn  Central  soon  will  operate  a  high-speed  train  (above) 
that    will    average    75    miles    per    hour    between    New    York    and    Wash- 
ington.   Another    high-speed    train    will   make    the    New    York-Boston    run. 

ceiling  of  about  12.  Penn  Central's 
first,  though  unsuccesshil,  attempt  at 
a  major  ac(|uisition  was  for  Kayser- 
Rolh  Corp.,  a  clothing  manufacturer 
that  had  been  .selling  at  no  more  than 
about  15  times  earnings. 

The.se  are  not  terrible  companies, 
certainly  not.  But  they  could  liardly 
be  expected  to  provide  the  kind  of 
gnnvth  the  railroads  need  to  oliset 
their  own  sluggish  future. 

If  federal  law  would  permit  it, 
the  railroads  could  get  this  kind  of 
growth  by  ac(iuiring  truck  companies 
— that  is,  if  other  truckers  are  any- 
where near  the  standards  of  Consoli- 
dated and  U.S.  Freight. 

Consolidated,  the  nation's  largest 
motor-freight  carrier,  earns  25%  on  its 
equit>,  and  its  earnings  are  growing 
at  a  rate  of  26.6?  a  year.  U.S.  Freight, 
a  freight  forwarder  whose  shipments 
usually  end  up  on  the  rails,  earns 
20.4?  on  equity,  and  its  earnings  are 
rising  11.8?  a  year.  But  this  very 
natural  form  of  diversification  hasn't 
come  about  because  the  law  prohibits 
it  (FoKBKs,  Dec.  1).  Nor  can  a  rail- 
road buy  a  barge  line  or  a  bus  com- 
pany. "We  have  to  get  these  silly  laws 
changed,"  said  Southern  Pacific  Pres- 
ident Benjamin  F.  Biaggini. 

Biaggini  may  have  a  point,  but 
how  fast  Congress  might  move  to 
give  the  railroads  relief  is  quite  an- 
other matter.  And  progress  toward 
solving  other  railroad  problems  is 
\ery  slow.  In  labor,  for  instance. 

Things  seemed  to  be  swinging  the 
railroads"  way  in  1964  when  Congress 
ordered  the  firemen  out  of  the  cabs. 
But  now  the  firemen  say  they  ha\e 
the  legal  right  to  climb  back  aboard. 


"And,"  said  Northern  Pacific  Presi- 
dent Louis  W.  Menk,  "we  still  have 
16  crew  changes  between  St.  Paul 
and  Seattle.  Pan  Am  flies  around  the 
world  with  three  changes." 

Fratricide 

The  Justice  Department  and  the 
railroads'  own  contrariness  hold  up 
mergers.  The  Penn  Central,  whose 
own  merger  took  years  to  accomplish, 
is  doing  everything  it  can  to  prevent  a 
competing  consolidation  of  the  N&W 
and  the  Chesapeake  &  Ohio.  The 
Union  Pacific  and  Northwest  Indus- 
tries have  been  fighting  for  control  of 
the  Chicago,  Rock  Island  &  Pacific 
.since  1963,  and  the  end  isn't  in  sight. 

The  biggest  losers  in  these  fights,  of 
course,  are  the  railroads  themselves. 
"The  industry  must  learn  to  work  with 
less  than  unanimity,"  Illinois  Central 
President  William  B.  Johnson  sadh' 
commented.  Johnson  points  out  that 
it  took  his  company  three  months  to 
wrap  up  the  $190-niillion  Abex  deal; 
the  $150-million  merger  with  the  Gulf, 
Mobile  &  Ohio,  on  the  other  hand, 
was  proposed  15  months  ago,  but 
hearings  before  the  Interstate  Com- 
merce Commission  only  began  recentK'. 

Raihoad  earnings  are  expected  to 
be  better  this  year,  especially  if  the 
ICC  lets  the  railroads  penuunently 
raise  freight  rates  the  a\eiage  of  5^ 
to  6%  they  are  asking  for.  But  costs  are 
rising  too,  and  mergers  are  dragging. 

It  would  seem  to  be  the  kind  ot 
situation  that  calls  for  imaginative 
new  management  and  bold  innova- 
tion. There  were  few  signs  of  either 
last  year,  whate\er  the  stock  market 
may  have  thought.  ■ 
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Aerospace  and  Defense 


There  are  some  big  questions  tfiat  won't  be  resolved  for  a  while:  1)  What's  going  to 
happen  in  Vietnam?  2)  Did  the  President-elect  mean  what^  he  said  when  he  cam- 
paigned for  big  defense  spending?  3)  And,  if  he  did,  will  Congress  and  the  public  buy  it? 


The  past  is  not  always  prologue. 
Witness  the  aerospace  and  defense  in- 
dustry. The  accompanjang  Forbes 
Yardsticks  show  the  industry  ranking 
to  be  No.  One  in  earnings  growth  over 
the  last  five  years.  But  as  1969  begins, 
things  are  turning  down  for  the  aero- 
space companies.  Profits  already  are 
under  pressure,  especially  for  the 
large  prime  contractors  {see  Yard- 
sticks). 

The  industry  lives  with  ups  and 
downs.  Cycles  are  a  fact  of  life  in  a 
business  where  an  individual  sale  can 
run  into  billions  of  dollars.  Now,  how- 
ever, the  cycles  are  running  unusually 
close  together.  All  across  the  industry 
— in  defense,  space  and  commercial 
lines  alike — old  programs  are  either 
being  phased  out  or  trimmed  back 
sharply,  or  else  they  are  just  petering 
out.  Undoubtedly,  some  of  them  will 
be  replaced  by  new  programs.  But  the 
key  to  the  situation  is  yet  to  come: 
A  sharp  political  fight  is  shaping  up 
over  whether  the  money  ultimately 
saved  from  a  scaling-down  in  Vietnam 
will  or  will  not  be  given  back  to  the 
Pentagon  for  new  programs.  Even  if 


it  is,  the  new  programs  will  be  sev-' 
eral  years  from  yielding  large  profits; 
others  are  still  in  the  talking  stages. 

In  short,  the  aerospace  industry 
has  entered  a  critical  transition  period. 
At  this  point  no  company  can  be  sure 
whether  it  will  wind  up  on  its  feet  in 
the  early  and  mid-1970s,  or  on  its 
nose.  Even  the  winners  may  have  to 
wait  several  years  for  their  new  busi- 
nesses to  get  them  rolling  again. 

Given  these  conditions,  the  Forbes 
Yardsticks  for  the  aerospace  compa- 
nies tell  only  part  of  the  story.  They 
correctly  indicate  the  sharp  profit  im- 
provement at  Rohr  Coip.  during  the 
latest  12  months,  and  the  excellent 
rescue  job  McDonnell  has  pulled  off 
at  Douglas  Aircraft  since  the  two  were 
merged  in  1967.  But  they  show  only 
General  Dynamics  and  North  Ameri- 
can Rockwell  with  negative  earnings 
growth  over  the  last  five  years.  They 
do  not  reflect  Fairchild  Killer's  tior- 
bles.  The  company  apparendy  has 
inched  ahead  in  earnings  growth  over 
the  last  five  years.  But  that  is  on  the 
basis  of  operating  earnings  only.  If 
the  company's  huge  $26-million  write- 


off for  the  recently  abandoned  F-228 ; 
commercial  jet  project  were  included, 
its  earnings  growth  would  show  a 
minus  figure.  The  writeoff  of  $5.82 
per  share  came  to  more  than  half  of 
Fairchild  Miller's  equity. 

The    Yardsticks    also    show    Norris 
Industries  as  one  of  the  top  companies 
in  American  industry  in  both  Growth 
and   Profitability.    But   Norris'   results 
have   been   inflated   during   the   past 
couple  of  years  by  huge  increases  ini 
sales  of  bomb  casings  and  other  rela- ; 
tively  unsophisticated  hardware  to  the  • 
military.    When    the    fighting    finally 
ends   in   Vietnam,    Norris'   sales   and  i 
profit     curves     promise     to     tumble', 
swiftly. 

More  revealing  are  the  individual 
order  backlog  figures  for  some  of  the ; 
companies.  By  the  end  of  September!: 
McDonnell  Douglas'  backlog  slipped; 
from  $6  billion  in   1967  to  $5.6  bil- , 
lion;  North  American  Rockwell's  from 
$3.6  billion  to  $3.5  billion;  and  Grum- 
man's  from  $1  billion  to  $933  million. 
Equally    revealing    are   some   of   thej 
reported    earnings    figures    for    1968.| 
Four  of  the  big  prime  contractors — 
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PROFITABILITY. 

7th  of  23. 

GROWTH:  1st  of  23. 

RANKING 

i:     A— RANKING  IN 

FORBES  500 

B— RANKING 

IN  AEROSPACE  AND  DEFENSE 

INDUSTRY 

5-ye8r 

amrage  return  on 

stockholders'  equity 

Latest  12-month 

return  on 

stockholders'  equity 

5-year 

combined  return  on 

debt  and  equity 

5  year' 

annual  increase 

in  sales 

5-year* 

Annual  increase  in 
per-share  earnings 

Company 

Rank 
A         B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Rank 
A        B 

Per- 
cent 

Rank 
A          B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Norris  Industries 

36       (1) 

23.5 

5 

(1) 

36.5 

32 

(1) 

19.7 

15 

(1) 

39.0 

16 

(1) 

42.9 

Grumman  Aircraft 

50       (2) 

21.7 

125 

(7) 

15.4 

48 

(2) 

18.0 

66 

(5) 

18.5 

64 

(6) 

19.4 

Lockheed  Aircraft 

79       (3) 

19.2 

136 

(8) 

14.9 

51 

(3) 

17.6 

382 

(14) 

5.9 

390 

(12) 

3.5 

General  Dynamics 

86       (4) 

18.6 

429 

(14) 

7.1 

181 

(9) 

11.2 

224 

(12) 

9.8 

481 

(15) 

-13.3 

Boeing 

113       (5) 

16.9 

266 

(11) 

11.6 

117 

(5) 

13.2 

171 

(10) 

11.8 

93 

(8) 

17.0 

Ryan  Aeronautical 

152       (6) 

151 

115 

(5) 

15.7 

148 

(6) 

12.1 

163 

(8) 

12.1 

30 

(2) 

28.5 

North  Amer.  Rockwell 

168       (7) 

14.5 

282 

(13) 

11.3 

96 

(4) 

141 

468 

(15) 

2.3 

461 

(14) 

-4.3 

Rohr  Corp. 

186       (8) 

13.9 

43 

(2) 

20.7 

159 

(7) 

11.8 

115 

(6) 

15.0 

61 

(5) 

19.9 

United  Aircraft 

234       (9) 

12.8 

164 

(9) 

14.0 

217 

(13) 

10.3 

123 

(7) 

14,3 

60 

(4) 

20.0 

orthrop 

246      (10) 

12.5 

122 

(6) 

15.5 

205 

(11) 

10.7 

282 

(13) 

8.2 

159 

(10) 

11.9 

Raytheon  Co.                276  (11)  12.0  101  (4) 

Fairchild  Hiller              290  (12)  11.8  442  (15) 

McDonnell  Douglas         298  (13)  11.5  49  (3) 

Collins  Radio                 320  (14)  10.9  203  (10) 

BendixCorp.                  344  (15)  10.5  272  (12) 

Industry  Median  13.9 


16.3 
6.7 
19.7 
13.2 
11.5 
14.9 


198  (10) 

164  (8) 

244  (14) 

355  (15) 

208  (12) 


10.8 

11.6 

9.8 

7.6 

10.5 

11.6 


57 
27 
49 


(4) 
(2) 
(3) 


182   (11) 
169   (9) 


19.6 
26.9 
21.5 
11.3 
11.9 
12.1 


82 
424 
112 

33 
233 


(7) 

(13) 

(9) 

(3) 

(11) 


17.8 

0.8 

15.6 

26.8 

9.2 

17.0 


-in  FORBES  500.     B — In  Aerospace  and  Detense  industry.     'Includes  latest  12-month  increase  vs.   1962-63-64  average. 
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real  Northern's  woodlands 
roduce  a  lot  moi«  than  trees 

the  last  10  years,  shipments  and  sales  have  grown  at  an  annual 
'ompounded  rate  of  11%;  net  income  at  37%;  cash  flow  at  13%. 


As  you  can  see  from  these  four  charts, 
i  make  some  other  things  grow:  like  ship- 
jnts,  sales,  earnings,  and  cash  flow. 
And  as  you  also  see,  fiscal  1968  was 
other  record  year  for  Great  Northern  in 

industry  where  progress  only  comes 
'ough  careful  and  persistent  planning. 

1968  sales  increased  15.6%  over  1967 

$154,557,000. 

Net  income  after  taxes  — including  the 
!W  10°o  Federal  income  surtax -rose  9%  to 
4.976,000  or  $5.21  a  Common  share,  from 
3.745.000  or  $4.83  in  1967.  On  a  pro  forma 
isis.  assuming  the  conversion  of  all  out- 
anding  convertible  securities,  earnings  per 
lare  of  Common  were  $4  43  in  1968  and 

.09  in  1967. 

Cash  flow  increased  from  $25,908,000  to 
10,755.000,  or  180/0. 

Great  Northern  invested  $22,000,000 

capital  programs  in  1968,  mostly  for  new 
oductive  capacity. 

Trees,  of  course,  are  our  stock-in-trade. 
le  own  2.4  million  acres.  This  amounts  to 
pproximately  one  acre  of  woodland  for  every 

are  of  Common  stock  —  something  unique 

the  Paper  Industry. 

As  a  diversified  producer  of  forest  products, 
e  use  our  woodlands  for  many  things, 
reat  Northern  makes  paper  for  newspapers, 
agazines,  mail  order  catalogs,  paperback 
ooks.  and  telephone  directories.  We  are  the 
nly  independent  supplier  of  linerboard 
nd  corrugating  medium  to  independent 
oxmakers.  And  last  April,  our  new  plywood 
lant  in  Cedar  Springs.  Georgia,  began 
perations.  It  is  now  producing  Vs-inch 
onstruction-grade  southern  pine  plywood 
larketed  under  the  name  GN-ply. 


Shipments     (tons) 


1 h^^ 


l«M      '60        '61         S? 


Net  Sales 


Net  Income 

dlil 

:-.•■.     '.I        '.:        62      'M        bi        hi      ■>-',       '67        f.i 

cr 


GREAT  NORTHERN 


For  a  copy  of  Great  Northern  s  1968  Annual  Report  and  an  interesting  Fact  Book  on  the  com- 
pany, write  Pept.  J6A,  Great  Northern  Paper  Company,  522  Fifth  Avenue,  New  York,  N.  Y.  10036. 


The  automotive 
air  pollution  problem- 
is  it  being  solved? 


Texaco  reports :  Yes ! 

Probably  the  best  way  to  measure  progress  is  by 
the  reduction  of  hydrocarbon  emissions  into  the  air 
from  a  typical  automobile— reductions  made  possible 
through  automotive  engineering  and  petroleum  prod- 
uct developments. 
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PCV  (Positive  Crankcase  Ventilation)  valves, 
installed  nationwide  in  1963  model  automobiles,  cut 
hydrocarbon  emissions  by  about  24% . 

Exhaust  controls,  installed  nationwide  in  1968 
engines,  cut  these  emissions  another  42%  —for  a  total 
of  66%. 

And  it  now  appears  technically  possible  to  elimi- 
nate all  evaporative  hydrocarbon  loss— to  bring  the 
total  hydrocarbon  reduction  to  about  83%  of  the 
pre- 1963  levels. 

Getting  rid  of  the  remaining  1 7  %  is  one  aim  of  a 
new  $10-million-plus  joint  research  effort  under  the 
auspices  of  the  Coordinating  Research  Council,  sup- 
ported by  the  automobile  industry,  oil  industry,  and 
the  Department  of  Health,  Education  and  Welfare. 

As  a  member  of  the  American  Petroleum  Institute, 
Texaco  actively  participates  in  this  program.  And  as 
part  of  our  independent  activity,  Texaco  scientists 
are  currently  engaged  in  such  promising  areas  as:  a 
unique  catalytic  muffler  to  filter  exhaust,  a  special 
combustion  process  engine,  gasoline  additives,  special 
gasolines,  and  diesel  smoke  suppressants. 

Encouraged  by  the  results  and  scope  of  today's  all- 
out  research  effort,  we  confidently  expect  the^'clean' 
air  car"  will  be  a  reality  in  the 
reasonably  near  future.  ITEXACUl 
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Lockheed  Aircraft,  General  Dynamics, 
\orth  American  Rockwell  and  Grum- 
man .\ircraft — weighed  in  with  prof- 
it declines  through  the  first  nine 
months  of  1968.  A  fifth,  Boeing,  has 
conceded  that  its  profits  will  fall  dur- 
ing 1969.  These  companies  have  al- 
ready begun  to  feel  the  pinch  of  the 
transition  period.  The  effects  inevita- 
bly will  also  filter  down  in  varying 
degrees  to  the  subcontractors  who  are 
dependent  upon  them — Northrop, 
Rohr  Corp.,  Ra\  theon  and  others. 

Who,  Where  and  How  Much? 

Defense  revenues  make  up  some 
80%  of  the  aerospace  industry's  total 
revenues.  Of  most  immediate  concern 
is  the  Defense  Department's  fiscal 
1969  cut  in  spending  for  missiles  and 
aircraft,  from  SI  1.5  billion  to  around 
$10.9  billion.  A  major  portion  of  that 
will  come  out  of  McDonnell  Douglas' 
hide  as  orders  for  its  fabulously  suc- 
cessful Phantom  jet  fighter  begin  to 
decrease.  MD  has  delivered  over 
.3,000  Phantoms  since  1963.  Just  how 
many  Phantoms  the  armed  forces  will 
order  in  the  ne.xt  few  years  remains 
a  military  secret.  But  it  is  doubtful 
that  MD  will  phase  out  the  Phantom 
for  some  time  to  come  since  Britain, 
Iran,  Japan  and  West  Gennany  are 
eyeing  the  aircraft  for  their  armed 
forces. 

What  cut  into  this  year's  order  for 
the  Phantom  is  the  controversial 
swing-wing  F-111,  once  known  as  the 
TFX.  The  F-111,  in  production  since 
1967,  is  built  by  General  Dynamics 
and  Grumman  Aircraft.  Originally, 
the  Defense  Department  planned  to 
order  some  1,700  F-llls  in  various 
versions.  The  British  and  Australians 
ordered  another  74  planes.  At  $6  mil- 
lion to  $8  million  each,  the  program 
had  a  potential  worth  of  $10  billion 
to  $14  billion. 

The  F-111,  however,  has  encount- 
ered rough  flying.  A  series  of  diflBcult- 
to-explain  crashes  in  combat  in  South- 
east Asia  have  cast  doubt  on  the 
plane  s  future.  The  Navy,  which  al- 
ways claimed  the  F-111  was  too 
heavy  for  its  carriers,  has  already 
canceled  plans  to  buy  250  planes. 
The  British  have  canceled  orders  for 
50.  Currently,  Defense  Secretary 
Clark  Clifford  is  studying  a  proposal 
to  cut  Air  Force  plans  for  253  bomber 
versions  of  the  F-111  perhaps  to  as 
few  as  90.  This  leaves  General  Dyn- 
amics with  orders  for  only  493  F-llls, 
far  fewer  than  planned.  It  also  leaves 
it  with  production  costs  that  have 
soared  above  the  original  estimates. 
Add  to  this  shipbuilding  losses  which 
plunged  the  company  into  the  red 
during  the  third  quarter  of  1968. 

A  further  cloud  has  been  cast  over 
the  F-lll's  future  by  another  plane, 


Dreams.  Every  aerospace 
company  dreams  of  apply- 
ing fo  consumer  producfs  the 
technology  that  makes  mis- 
siles like  Minuteman  III  (be- 
low). //  rarely  happens.  An 
exception  is  Raytheon's  fast- 
cooking  Radarange  oven;  but 
at  $495  each,  it's  little  more 
than   an   expensive   specialty. 


the  VFX,  which  is  being  promoted 
by  the  Navy  as  a  substitute.  At  the 
moment  the  VFX  is  the  biggest  un- 
resolved piece  of  business,  on  the  mili- 
tary side,  for  the  aerospace  compa- 
nies. A  contract  worth  possibly  $11 
billion  is  at  stake.  Grumman,  which 
was  instrumental  in  initiating  the 
VFX  project  and  a  subcontractor  for 
the  F-111,  .seems  to  have  the  inside 
track.  But  McDonnell  Douglas,  look- 
ing for  something  to  take  up  the  slack 
in  its  Phantom  program,  has  entered 
the  race.  So  have  General  Dynamics, 
North  American  and  Lockheed /Ling- 
Temco-Vought.  But  it  will  be  at  least 
four  years  after  a  contract  is  awarded 
before  the  VFX  will  yield  any  large 
profits  to  the  winner. 

What  makes  the  uncertainties  so 
grave  on  the  military  side  is  that 
there  isn't  much  other  new  business 
around  these  days.  There  may  be  a 
large  bomber  program  in  the  offing, 
called  the  AMSA  (for  Advanced 
Manned  Strategic  Aircraft).  Boeing, 
North  American  and  General  Dynam- 
ics are  the  main  contenders,  if  Con- 
gress and  the  Pentagon  decide  to  go 
through  with  the  program.  At  the 
moment  the  U.S.  has  no  long-range 
manned-bomber  program.  The  B-52s 
and  B-58s  were  phased  out  of  pro- 
duction in  1962.  The  last  manned- 
bomber  program  proposed,  the  B-70, 
was  washed  out  in  1963  after  North 
American  built  two  prototypes.  But, 
again,  even  if  the  AMSA  does  ma- 
terialize, it  will  probably  be  a  decade 
before  anybody  makes  money  on  it. 

The  only  other  aircraft  programs 
under  consideration  are  both  relative- 
ly small:  the  VSX  antisubmarine 
plane  and  the  FX  long-range  fighter. 
After  that,  there  are  no  more  new 
military  aircraft  programs  on  the 
horizon.  Small  wonder  that  there  are 
forebodings  among  the  big  defense 
firms.  Aircraft  contracts  make  up 
some  40%  of  all  the  production  awards 
made  by  the  Defense  Department. 
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^        TURBULENCE 
§  AHEAD 

CD 

j^  The  aerospace  industry  has  been  hit  with  cut- 

jp_  backs  before,  but  never  by  its  three  best  cus- 


What  about  space?  This  area  lias 
been  hard  hit  by  recent  cutbacks. 
For  four  years  in  a  row  Congress  has 
cut  the  National  Aeronautics  &  Space 
Administration's  budget,  from  a  peak 
of  $5.3  billion  in  fiscal  1965  to  around 
$4  billion  in  fiscal  1969.  This  will  be 
enough  to  get  a  man  to  the  moon 
and  send  an  unmanned  probe  to  Mars, 
Kilt  it  won't  provide  for  much  beyond 
that.  President-elect  Nixon  has  indi- 
cated he  favors  a  strong  space  pro- 
gram. The  question  still  remains:  Will 
Congress  buy  it? 

Perhaps  the  most  discouraging 
aspect  of  the  industry's  current  pause 
is  the  slowdown  on  the  commercial 
aircraft  side.  Business  should  have 
been  good  in  1968.  Airline  passenger 
miles  and  revenues  continued  to 
climb.  But  orders  for  new  planes  fell 
sharply.  The  problem:  The  airlines 
expected  traffic  to  climb  even  faster. 
In  1968,  almost  every  major  trunkline 
found  its  profits  crippled  by  over- 
capacity— more  planes  than  could  be 
filled  up.  Not  surprisingly,  the  airlines 
have  been  cutting  back  on  their 
orders.  Boeing  and  McDonnell  Doug- 
las, which  now  supply  nearly  all  U.S. 
commercial  transports,  hold  orders  for 
only  470  planes  to  be  delivered  in 
1969  against  671  delivered  in  1968. 

Another  reason  for  the  slowdown 
in  airline  orders  for  new  planes  is  the 
approach  of  the  new  generation  of 
commercial  jets.  Boeing  will  begin 
delivering  its  350-to-360-passenger 
747  late  this  year  or  earh'  next  year. 
Lockheed  will  begin  delivering  its 
250-to-345-passenger  L-1011  airbus 
and  McDonnell  Douglas  its  DC-10 
airbus  by  around  1972.  With  these 
huge  new  planes  due  to  come  into 
service,  the  airlines  understandably 
will  not  be  ordering  any  vast  number 
of  con\entional  jets  in  the  meantime. 

Full  Platters 

This  would  seem  to  be  less  of  a 
problem  for  Boeing  than  for  Douglas, 
since  Boeing's  747  will  come  into  ser- 
vice  sooner   than   either   of   the   air-  j 
buses.  Boeing,  too,  will  have  a  major  1 
part  of  its  747  costs  already  written  ' 
off,  since  it  charges  development  costs 
against  earnings  as  they  occur.  Doug- 
las,   on    the    other    hand,    has    been 
deferring    development    costs    on   its 
DC-10.  This  makes  its  current  earn- 
ings   look   better,    but   Douglas    will 
have  to  bear  these  expenses  later  on. 

But  Boeing  also  has  its  hands  full 
these  days.  The  decline  in  deliveries 
of  the  707  and  727,  plus  high  costs 
involved  in  the  early  production 
stages  of  the  747,  will  depress  earn- 
ings in  1969.  What's  more,  the  com- 
pany's supersonic  transport,  two  years 
after   the   contract   was    awarded,   is 
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eatrice  plants  and  branches,  under  one  roof,  would 
ire  a  super-skyscraper  more  than  1400  stories  high. 


Whafeup 
at  Beatrice? 

Everything. 


Beatrice  sales  passed  the  billion  dollar  mark 
last  year.  We  are  in  the  19th  consecutive  year 
of  sales  gains.  Reported  sales  have  grown 
197%  in  10  years,  nearly  $750  million. 

Reported  earnings  have  increased  almost  $30 
million,  or  392%  during  the  past  10  years. 

Reported  earnings-per-share  of  common 
stock  have  risen  127%  during  the  same  period. 

A  2-for-l  common  stock  split — one  additional 
share  for  each  share  held,  to  stockholders  of 
record  Jan.  31,  1969— will  be  the  fifth  stock 
split  since  1957. 

It  is  intended  to  increase  annual  dividend  rate 
on  common  stock  10%  to  $1.00  per  share  fol- 
lowing distribution  of  the  additional  shares 
on  March  3,  1969.  This  would  be  the  sixth 
increase  in  the  dividend  rate  in  five  years. 

Write:  Treasurer,  Beatrice  Foods  Co.,  120  S. 
LaSalle  St.,  Chicago,  Illinois  60603,  for  1968 
Annual  Report. 

SEVEN   BEATRICE   DIVISIONS: 

DAIRY  .  GROCERY  •  CONFECTIONERY 

CHEMICAL  SPECIALTIES  AND 

MANUFACTURED  PRODUCTS 

PUBLIC  WAREHOUSE  •  AGRI-PRODUCTS 

INTERNATIONAL 


International  in  reach,  local  in  touch. 


a^ 
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Beatrice  includes  over  200  member  companies  in  the  U.  S.  and  23  other 
countries,  distributing  more  than  5,000  products  throughout  the  world. 


Technological  Exports.  The  difFiculty  of  the  aerospace 
and  defense  companies  in  finding  more  fhan  One  Big 
Customer  has  been  partly  solved  by  McDonnell  Douglas, 
which  has  sold  its  F-4  Phantom  jet  fighter  (above)  to 
Britain  and  has  other  major  negotiations  going  with 
West  Germany,  Japan  and  Iran.  United  Aircraft's  Turbo- 


Train  is  not  a  true  export,  at  least  not  yet;  but  it  is  a 
major  diversification  out  of  the  defense  and  aviation 
field.  Though  it  is  to  be  tested  at  speeds  up  to  170 
miles  per  hour,  in  operation  it  will  average  about  75 
mph  between  New  York  and  Boston,  including  stops, 
cutting  the  best  train  time  from  4%  hours  to  3%  hours. 


currently  in  a  state  of  limbo.  Major 
design  changes  have  slowed  up  the 
program,  making  it  even  more  diffi- 
cult for  Boeing  to  meet  the  first  flight 
deadline  in  1972.  Thus  preoccupied, 
Boeing  missed  the  bus  when  the 
airbus  competition  between  Lock- 
heed and  Douglas  suddenly  heated 
up  in  1968.  Boeing  may  do  well  on 
both  the  747  and  the  SST,  but  first 
it  will  have  to  endure  some  lean  years. 
Lockheed,  too,  is  having  trouble.  It 
successfully  re-entered  the  commercial 
airplane  business  last  year,  getting 
181  orders  for  its  L-1011  vs.  141  for 
Douglas'  DC-10.  But  since  its  L-1011 
development  costs  could  reach  as  high 
as  $500  million,  and  its  giant  C-5A 
military  transport  is  currently   show- 


ing massive  cost  problems  of  its 
own,  Lockheed's  earnings  will  ob- 
viously be  crimped  for  years. 

Aerospace  executives  are  counting 
on  a  great  deal  from  the  new  Presi- 
dent. At  General  Dynamics  and  Grum- 
man, they  are  counting  on  Nixon  "to 
get  this  F-111  mess  straightened  out." 
Says  a  Grumman  spokesman:  "What 
he  does  can  mean  hfe  or  death  to  us." 
Burt  F.  Raynes,  president  of  Rohr 
Corp.,  expects  Nixon  to  proceed 
apace  on  a  new  bomber  program. 
"In  the  past  eight  years,  the  Adminis- 
tration has  had  a  tendency  to  over- 
study  programs  and  not  commence 
new  production,"  says  Raynes.  "It's 
an  absolute  outrage  that  this  counti-y 
has    not    had    a    large,    long-range 


bomber  in  production."  President 
Willard  F.  Rockwell  Jr.  of  North 
.\merican  Rockwell  quoted  a  Nixon 
statement  declaring  the  President- 
elect's support  of  the  space  program 
"as  one  of  our  national  imperatives," 
adding:  "Now  we  don't  need  it  any 
clearer  than  that." 

^^'hether  Nixon  will  in  fact  per- 
form all  of  these  things  for  the  aero- 
space industry  remains  to  be  seen. 
Much  will  depend  on  the  course  of 
the  Vietnam  war,  the  state  of  the 
nation's  economy  and  the  mood  of 
Congress.  But  even  with  a  huge  new 
defense  appropriation,  it  may  be  sev- 
eral years  before  programs  like  the 
VFX  fighter  or  the  AMSA  bomber 
yield  really  big  growth  or  profits.  ■ 
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Union/Pure  Oil 
Performance  Trials 


An  investment  in 
safe  driving. 

This  month  we  are  conducting  the  most  compre- 
hensive evaluation  anywhere  in  the  world  of  1969 
automobiles  publicly  tested  against  each  other 

It  IS  the  1 1th  annual  Union/Pure  Oil  Performance 
Trials,  held  at  Daytona  International  Speedway 
under  the  supervision  of  the  National  Association 
of  Stock  Cars,  Inc.  (NASCAR). 

Sixty  models  of  new  American  cars  are  compared 
in  carefully  structured  and  supervised  tests 
in  braking,  acceleration  and  fuel  economy,  com- 
peting in  nine  classes  with  cars  of  similar  price 
and  performance  characteristics. 

Cars  are  purchased  from  show  rooms  around  the 
country  and  put  under  24-hour  guard. 
All  automobiles  are  broken-in  and  tuned  by 
professionals,  always  under  the  watchful  eye  of 
a  NASCAR  official. 

Then  come  three  days  of  exacting  tests.  Each  test 
IS  designed  to  simulate  actual  driving  conditions. 
Finally,  complete  comparative  results  are 
published  for  the  public.  (You  may  get  results 
booklets  free  from  your  Union  or  Pure  Oil  dealer 
or  write  Union  Oil  at  Los  Angeles  9001 7.) 

As  an  investment  in  safe  standards  of  driving,  the 
Union/Pure  Oil  Performance  Trials  are  an  excel- 
lent value.  And  the  Union  Oil  Company  is  no 
stranger  in  the  land  of  investments  and  value. 

Today,  in  terms  of  profit,  we  rank  24th 
among  the  nation's  industrial  corporations, 
and  our  operations  are  worldwide. 

We  consider  the  Performance  Trials  an  innovative 
and  positive  way  to  spend  advertising  dollars  as 
part  of  our  obligation  to  the  motoring  public. 
After  all,  the  public  made  Union  the  successful 
company  that  it  is. 

Performance  Trials: 

another  example  of  growth  with  innovation. 

Union  Oil  Company  of  California 
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Marcor  is  a  new  way  to  get  things  done 
that  couldn't  be  done  before. 


It's  a  lot  more  than  an  abbreviation  of 
Montgomery  Ward  and  Container  Corporation. 
A  new  combination  that  has  formed  a  big 
2.2  billion  dollar  consumer-oriented  company. 

It's  a  new  way  of  doing  business  with  plenty 
of  financial  resources  and  the  flexibility 
to  use  them  without  delay. 

Montgomery  Ward  can  now  rapidly  expand, 
diversify,  offer  greater  services  and  enter 
new  markets.  It  can  step  up  its  pace  of 
automating  and  computerizing  the  flow  of 
50  million  orders  through  its  catalog  houses 
each  year. 

Container  Corporation  will  be  able  to  put  more 
plants  closer  to  customers  at  home  and  abroad. 
Move  quickly  when  it  spots  new  growth 


industries.  Proceed  faster  into  new  fields  of 
consumer  packaging,  materials  handling  and 
packaging  services. 

What  has  developed  is  a  combination  of  two 
consumer-oriented  companies,  each  in  a 
position  to  make  use  of  pooled  assets  and 
substantial  cash  flow  — to  take  advantage  of 
the  excellent  growth  possibilities  in  the 
retailing  and  packaging  markets. 

Marcor,  a  newly  developed  corporate  way 
of  growth. 

Something  to  watch. 


MARCOR 

Montgomery  Ward     Container  Corporation  of  America 
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andle  Eastern 


...serving  America's  premier  natural  gas  market 


In  Michigan,  Ohio,  Indiana,  Illinois  and 
Missouri,  where  diversified  industry,  a 
growing  population,  and  climate  com- 
bine to  form  the  nation's  number  one 
gas  sales  region.  Annual  sales  of  Pan- 
handle Eastern  and  its  major  subsidiary, 
Trunkline  Gas  Company,  have  grown  at 
a  rate  almost  double  the  industry  aver- 
age for  the  last  five  years.  In  1969 — 
our  40th  anniversary — we  expect  an- 
nual sales  to  reach  the  milestone  of  one 
trillion  cubic  feet. 

Panhandle  Eastern's  wide  horizons  also 
encompassexpanding  development  of  oil 


Natural  gas  —  the  preferred  energy  for  industry. 

and  gas  reserves — through  its  subsid- 
iary, Anadarko  Production  Company  of 
Fort  Worth,  which  operates  in  the  major 
producing  area  of  North  America.  In 
addition,  Panhandle  Eastern  owns  a 
substantial  common  stock  interest  in  Na- 
tional Distillers  and  Chemical  Corpora- 
tion; and,  jointly  with  National  Distillers, 
owns  National  Helium  Corporation. 
Panhandle  Eastern  is  a  billion  dollar  sys- 
tem with  ever-widening  horizons. 

For  more  details  on  the  growing  Panhandle 
Eastern  system  companies,  write  Dept.  K, 
Post  Office  Box  1542,  Houston,  Texas  77001. 

©  1969.  Panhandle  Eastern  Pipe  Line  Company 


The  wide  horizon  system 

Panhandle  Eastern 

Pipe  Line  Company  /  Houston,  Texas 


Do    the   airlines   have  problems?   They  sure 
have.  But  they  have  fantastic  opportunities  too. 


In  business,  yesterday's  heroes  ha\e 
a  way  of  becoming  tomorrow's  bums. 
No  major  group  of  companies  ever 
found  this  out  faster  than  the  nation's 
airlines. 

Just  t\vo  years  ago  they  were  con- 
sidered among  the  greatest  growth 
»mpanies  around.  The  stock  market 
jid  airline  prices  up  from  1962  lows 
to  all-time  highs  in  late  1966  and 
jarly  1967,  taking  United  from  9  to 
J7,  Delta  from  2)2  to  44,  American 
From  ~%  to  49  and  Trans  World  from 
Vt  to  101. 

The  love  affair  is  no  more.  United 
lias  fallen  back  to  a  recent  price  of 
ll?j.  Delta  to  37,  American  to  34  and 
n\A  to  45,'i. 

'All  the  carriers  are  in  trouble," 
flussel  K.  Rourke,  TW'A's  marketing 
Janning  vice  president,  said  blunt- 
y.  '"Costs  are  up,  capacity  is  up,  yields 
ire  down  and  traffic  is  growing  at  a 
slower  pace." 

Slower  is  the  word.  Certainly  the 
irlines  aren't  down  in  the  basement 
with  the  steels  or  the  railroads  when 
t  comes  to  return  on  investment.  But 
hey  have  shown  the  greatest  decline 
)f  any  industr>  in  the  vital  measure 
if    return    on    stockholders'    eqnit\ : 


down  from  their  five-year  median  of 
20?  to  13.6%  in  the  latest  12  month.s — 
a  drop  of  nearly  one-third.  The  most 
profitable  industry  in  the  five-year 
figures.  Travel,  which  is  dominated 
by  the  airlines,  was  only  eighth  in 
the  latest  12  months. 

"The  industry  expanded  too  fast." 
said  T.M.  Miller,  Delta's  senior  vice 
president  for  marketing.  The  airlines 
bought  planes  faster  than  they  could 
fill  them — or  than  the  airports  could 
handle  them. 

Overexuberant 

"The  industry  has  been  criticized 
for  this  buildup,"  said  United  Presi- 
dent George  E.  Keck,  "but  it  wasn't 
unusual.  We  have  to  commit  om- 
selves  years  ahead." 

This  is  certainly  true,  but  the  air- 
lines did  get  carried  away.  They 
were  banking  on  an  acceleration  in 
traffic  growth,  and  once  the  buildup 
began,  no  one  airline  figured  it  could 
afford  to  be  left  behind. 

The  major  domestic  carriers  in- 
creased their  capacity  in  1967  by 
27.7%  and  last  year  by  another  23.5%. 
Traffic  growth  accelerated  all  right, 
but  not  as  fast  as  had  been  expected. 


going  up  25%  in  1967  and  then  only 
15%  last  year. 

So,  where  the  airlines  were  filling 
58.5%  of  their  seats  on  each  flight  in 
1966,  they  were  only  filling  about 
53%  in  1968.  This  at  a  time  when 
their  break-even  load  factor  had  risen 
because  the  cost  of  jet  fuel,  flight 
equipment  and  just  about  everything 
else  had  gone  up. 

The  squeeze  on  profits  was  dra- 
matic. The  domestic  trunks'  operat- 
ing profits  last  year  dropped  to  about 
§150  million,  the  lowest  in  four  years 
and  down  from  $225  million  in  1967. 

To  put  a  better  face  on  things  in 
1968,  Pan  American,  TWA  and  East- 
ern stretched  the  depreciation  on 
certain  jets  from  11  and  12  years  to 
as  much  as  15  years.  Even  so.  Eastern 
probably  had  a  loss  for  the  year,  after 
earning  $24  million  in   1967. 

Pan  Am  and  TWA,  the  major  U.S.- 
based  overseas  carriers,  had  some 
special  problems  to  go  with  those 
they  shared  with  the  industry.  "The 
President  started  out  the  year  asking 
people  to  stay  home,"  said  Norman 
Roth,  airline  analyst  with  Argus  Re- 
search Coip.  At  least  two  big  com- 
panies— IBM      and      RCA — canceled 
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38 
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82 
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82 
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Greyhound  Corp. 

49 

(3) 

21.7 

98 

(5) 

16.4 

62 

(3) 

16.8 

316 

(10) 

7.5 

344 

(8) 

5.1 

American  Express 

52 

(4) 

21.3 

18 

(1) 

26.7 

25 

(1) 

20.6 

57 

(2) 

19.6 

126 

(4) 

14.2 

Cessna  Aircraft 

71 

(5) 

20.0 

72 

(4) 

18.0 

65 

(4) 

16.5 

50 

(1) 

20.7 

98 

(3) 

16.8 

Trans  World   Airlines 

72 

(6) 

19.9 

404 

(9) 

8.1 

311 

(7) 

8.4 

135 

(7) 

13.9 

437 

(9) 

-0.4 

American   Airlines 

89 

(7) 

18.3 

314 

(7) 

10.7 

360 

(8) 

7.4 

145 

(8) 

13.3 

206 

(6) 

9.9 

Eastern  Airlines 

92 

(8) 

18.0 

491 

(10) 

2.0 

459 

(10) 

5.0 

109 

(5) 

15.4 

tt 

Pan  American 

93 

(9) 

18.0 

312 

(6) 

10.7 

265 

(6) 

9.5 

150 

(9) 

13.0 

318 

(7) 

6.2 

United   Airlines 

196 

(10) 

13.8 

394 

(8) 

3.3 

387 

(9) 

6.8 

129 

(6) 

14.1 

133 

(5) 

13.7 

Braniff  Airwaysf 

18.0 

14.8 

9.2 

23.4 

25.0 

Continental  Airlinesf 

24.4 

9.4 

12.3 

21.1 

16.7 

National  Airlinesf 

27.0 

. 

22.0 

13.2 

17.2 

25.0 

Northeast  Airlinesf 

def. 

def. 

def. 

13.3 

i 

— 1 

lis 

Western  Airlinesf 

Industry  Media 

20.7 

13.3 
13.6 

11.6 

16.3 
14.8 

i 

■1 

n 

20.0 

12.3 

13.7 
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European  junkets  in  response  to  L\ti- 
don  Johnson's  request  that  U.S.  cit- 
izens help  lessen  the  countn's  dollar 
drain  b>  restricting  their  trips  to  the 
Western  Hemisphere. 

"Then  you  had  the  Paris  riots  and 
the  Lnvasion  of  Czechoslo\akia  by  the 
Russians,"  Roth  continued.  Trans- 
atlantic traffic  through  the  first  seven 
months  last  year  only  increased  7.1?, 
c-onipared  with  a  more  normal  18.5? 
gain  in  all  of  1967.  Is  that  bad?  Not 
reaUy.  But  it  hurt,  coming  in  a  year 
when  capacit>-  grew  rapidly. 

An  obvious  answer  to  the  airlines' 
cost  problems  would  have  been  to 
raise  fares.  After  all,  there  hasn't 
been  a  fare  increase  sinc-e  1962.  In 
fact,  the  rapid  growth  of  promotional 
fares  (family  fares,  youth  fares,  mih- 
tar\-  fares;  has  steadily  reduced  the 
average  price  of  an  airline  ticket  The 
revenue  domestic  carriers  get  from 
canying  one  passenger  one  mile 
dropped  from  6.3-5  cents  in  1962  to 
about  5.45  cents  in  1968.  Pan  .\m's 
and  T\\'A's  international  fares  drop- 
ped in  the  same  proportion. 

Image  Polishing 

But  the  domestic  airlines  didn't 
want  to  ask  the  CAB  for  higher  fares 
last  year.  They  were  before  the  same 
regulator)^  body  sa\-ing  they  would 
cut  fares  in  the  rich  Pacific  market  if 
they  could  only  get  the  routes.  The 
international  carriers  couldn't  raise 
fares  either.  They  were  tr>"ing  to  pre- 
vent dollar-drain  restrictions  on  travel 
by  Americans  by  reducing  fares  to 
the  U.S.  and  attracting  foreign  tour- 
ists here. 

However,  b>  >ear's  end,  with  the 
Pacific  case  in  its  final  stages,  TWA 
and  Eastern  had  asked  for  increases. 
The  whole  industry-  was  expected  to 
follow,  fairly  confident  that  it  would 
succeed.  "CXir  costs  are  jumping," 
said  TWA's  Rourke.  "I  don't  think  the 
CAB  will  let  them  get  out  of  hand." 

One  thing  was  certain,  the  airlines 
weren't  going  to  press  their  luck  by 
asking  for  too  much.  Eastern  pro- 
posed an  average  increase  of  4.9%. 
American  is  thinking  in  terms  of 
only  2%,  or  S2  for  a  New  York-Chicago 
round  trip.  This  wouldn't  be  too  much 
of  a  bite  tor  the  traveler,  but  it  would 
increase  American's  profits  by  about 
$20  million  a  year  (§54  million  is  the 
most  that  American  ever  managed  to 
earn  in  a  >"ear) . 

The  airlines  may  be  looking  for 
higher  freight  rates  soon  too.  "No- 
body's making  any  money  in  domestic 
freight,"  said  Donald  J.  Lloyd-Jones, 
American's  \ice  president  for  corpo- 
rate planning,  "with  the  exception  of 
American,  whose  profit  is  so  small 
you  can't  see  it."  .\  2?  rate  increase, 
with  a  better,  more  cost-oriented  rate 


Gaposis.  The  U.S.  balance  of 
payments  suffers  from  a  huge 
tourist  gap:  U.S.  citizens  spent 
S4  billion  traveling  abroad 
in  1967;  foreigners  spent  only 
SI. 9  billion  here.  But  the  at- 
tempt since  1961  to  narrow 
the  gap  was  pretty  much  a 
bust.  Last  March  John  Black, 
pictured  here,  quit  in  frustra- 
tion as  head  of  the  money- 
pinched  U.S.  Travel  Service. 
President  Lyndon  6.  Johnson 
never  got  around  to  appoint- 
ing a  successor.  "Unless  we  can 
get  more  support  in  promot- 
ing tourism  here,"  Black  said, 
"we're  going  to  continue  to 
have  the  threat  of  a  travel  tax 
on  our  citizens'  spending 
abroad.   Nobody  wants  thai." 


structure,  could  t^am  the  profit  picture 
around,  he  said. 

Fortunately  for  th«n,  other  com- 
panies in  the  travel  industr>"  didn't 
share  the  airlines'  pbght  last  year. 
Hilton,  the  largest  independent  hotel 
chain,  continued  to  prosper  from 
the  jet-inspired  tourist  boom  with  a 
21?  gain  in  operating  profits  in  the 
first  nine  months.  Holiday  Inns,  geared 
to  ever-increasing  car  travel,  continued 
its  long  string  of  year-to-year  earnings 
gains  stretching  back  into  the  Fifties. 

Cessna  Aircraft,  which  makes  small 
planes  for  both  business  and  pleasure 
travel,  had  a  19?  earnings  gain. 
Diners'  Club  and  American  E.xpress, 
both  expanding  in  travel  offices 
to  augment  their  credit-card  and 
travelers-check  businesses,  also  had 
higher  profits. 

It  wasn't  even  an  all-bad  year  for 
the    airlines.    Delta    and    Northwest, 


which  consistently  have  outperformed 
the  travel  industr>-  in  profitability, 
did  it  again  in  1968. 

Deltas  earnings  dropped  26?  in 
the  year  ended  last  June  30,  but  it 
.said  most  of  the  decline  was  due  to 
windfall  earnings  from  a  strike  against 
comj)etitors  in  the  pre\ious  fiscal 
ye&i.  As  if  to  prove  its  point.  Delta 
reported  a  24?  gain  in  the  September 
quarter.  Northwest  cxjntinued  to  bene- 
fit from  increased  \  ietnam  traffic.  Its 
earnings  were  down,  to  be  sure,  but 
the  12?  drop  ( through  September) 
looked  good  beside  the  declines  of 
some  of  the  others:  United  47?,  TWA 
38?,  Pan  AM  27?,  -\meric-an  24?. 

Blended  Strength 

Delta  and  Northwest  are  blessed 
with  routes  from  northern  cities  to 
Florida.  These  come  in  handy  in  the 
winter  when  other  carriers  are  nursing 
empt>-  seats  left  over  from  the  peak 
simimer-travel  season.  Some  of  this 
advantage  will  be  lost  soon,  however. 
Delta  expects  the  C.\B  to  give  it 
more  competition  on  some  of  its  lush 
routes,  like  Atlanta-Dallas  and  New 
Orleans-Chicago,  and  Northwest  will 
be  getting  more  competition  on  its 
Pacific  routes. 

Additional  competition  will  just 
add  to  the  carriers'  woes.  For  there 
will  be  another  big  c"apacit>  add-on 
— 19? — this  >ear,  and  labor  ct)sts, 
which  ac-coimt  for  40?  of  operating 
expenses,  will  go  up  again.  The  air- 
line mechanics  who  struck  five  major 
carriers  for  43  da\s  in  1966  are  now 
negotiating  new  contracts. 

All  of  which  will  make  1969  an- 
other bleak  year.  About  the  best  the 
industiy  is  expected  to  do  is  match 
1968's  profits. 

But  higher  labor  costs  and  more 
competition  notwithstanding,  the  air- 
lines' fortunes  should  take  a  turn  for 
the  better  next  year.  "I  look  for  a 
strong  upturn  in  industry  earnings  in 
1970,"  said  Keck.  For  one  thing,  the 
round  of  capacit>'  buildup  will  be 
over.  The  increase  next  >ear  in  avail- 
able seat-miles  for  the  domestic 
trunks  is  expected  to  be  less  than 
10?  despite  dehveries  of  about  50  of 
Boeing's  360-passenger  747s. 

The  airlines  think  they  have  pre- 
pared well  for  the  start  of  deliveries 
of  the  747  late  this  \ear  and  for  the 
other  jumbos  (Lockheed's  L-1011  and 
McDonnell  Douglas'  DC-10,  both  of 
which  carr>-  2-50  or  more  passengers 
and  which  will  start  coming  in  1971) 
by  paring  down  their  deliveries  of  old- 
er jet  models  during  1969. 

The  surge  of  seats  represented  by 
each  order  of  jumbos  could  turn  into 
a  considerable  plus,  said  Llo>d-Jones.  : 
The    airlines    will    be    adding    fewer 
new  ffights  to  their  schedules  as  the 
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Almost 
anything 
you  can  pick, 

Ex-Cell-0 
can  package. 


One  juicy  example: 

fresh  frozen  strawberries. 

Commissaries  are  putting 

up  over  a  hundred  different 

food  items  in  our  foil-hned 

Pure-Pak  carton. 

More  than  enough  for  a 

gourmet's  breakfast,  lunch  and 

dinner.  It's  our  policy 

never  to  box  ourselves  in. 

Which  also  explains 

why  we  keep  diversifying  in 

such  mass  precision  fields 

as  electronics,  metalworking, 

ordnance  and  aerospace. 

You'll  find  us  ripe 

for  anything 
new  and  exciting. 


eX-CELL-O  CORPORATION 


Foods  and  other 
products  are  packaged 
the  same  way  our  Pure-Pak 
machines  handle  dairy  products. 

One  operation  forms,  fills  and 
seals,  cleanly  and  quickly.  For 

more  information,  write  for  our 
corporate  brochure.  Ex-Cell-O  Corp., 
Box  326,  Detroit,  Michigan  48232. 


Is  Goodbody's  research  departmeni 
the  same  as  all  the  others? 


Not  quite. 


We  think  our  facilities  alone  make  Goodbody's 
Research  Department  something  to  be  listened  to 
with  respect.  Goodbody  spends  over  a  million  and 
a  half  dollars  a  year  on  investment  research  and 
employs  more  than  35  research  analysts.  And 
Goodbody  has  its  own  battery  of  computers  avail- 
able for  research. 

But  the  real  difference  between  Goodbody  and 
other  firms,  we  believe,  lies  in  the  kind  of  clinical 
objectivity  which  we  bring  to  each  project,  our  pre- 
occupation with  significant  fine  detail,  our  ability 
to  track  down  meaningful  investment  facts  from 
apparently  routine  happenings. 

When  all  is  said  and  done,  viable  investment 
recommendations  are  a  matter  of  objective  judg- 
ment. Goodbody  analysts  are  highly  endowed  with 


this  faculty.  Time  and  again  it  helps  them  placi 
their  special  interpretation  on  facts  that  are  avail 
able  to  all  but  may  be  less  than  clear  to  many. 

We  apply  unremitting  care  to  each  of  the  mon 
than  1,000  reports  we  issue  every  year— abou 
four  every  working  day.  They  may  cover  a  whol( 
industry  in  great  depth,  or  simply  be  a  timely  com 
ment  on  a  single  stock.  Just  a  quick  glance  at  om 
of  them  will  tell  you  how  carefully  Goodbod; 
digests  the  incredible  amount  of  knowledge  neede< 
to  attempt  successful  investing  in  today's  kaleido 
scopic  stock  market  panorama. 

If  up  to  now  you  have  believed  that  all  researcl 
IS  alike,  a  telephone  call  to  your  nearest  Goodbod; 
office  could  lead  you  to  some  successfully  differen 
thinking.  Why  not  make  it  now? 


Successful  investors  know  Goodbody 

GOODBODY&CO. 

55  Broad  Street.  New  York,  N.Y.  10004 

100  offices  throughout  the  nation 
Established  1891   •   Members  of  leading  Stock  and  Commodity  Exchanges 


jumbos  come  in,  he  noted,  and  it  is 
additional  plane-miles  that  are  the 
priman  cause  of  higher  expenses.  He 
added:  "In  the  past,  when  we've  been 
getting  a  lot  of  seats  for  relatively 
small  additions  to  plane-miles,  earn- 
ings have  started  up." 

Even  so,  the  airlines  are  looking 
for  more  earning  power.  They  have 
already  started  to  diversify  into 
related  businesses — hotels,  food 
catering,  business-jet  sales.  And  now 
they  are  starting  to  talk  up  mergers  as 
a  means  of  strengthening  their  route 
systems  and  cutting  costs. 

George  Keck,  who  over  two  years 
ago  was  already  predicting  a  merger 
trend,  said:  "Smaller  carriers  are  find- 
ing it  more  and  more  difficult  to 
command  the  capital  required  for  a 
modem  fleet." 

On   the  Rebound? 

The  merger  proposals  could  start 
coming  after  two  major  route  cases 
— Pacific  and  Southern  U.S. — are 
settled.  That  would  be  about  mid- 
year. The  airlines  that  don't  get  a 
good  measure  of  what  they  wanted 
in  the  way  of  new  routes  may  feel 
that  they  have  to  merge  to  survive. 
"There  won't  be  much  opportunity 
left  for  new  routes  after  these  cases 
are  settled,'  said  Delta  s  Miller. 

"If  there  are  mergers,"  said  one 
airline  executive,  "I  think  they  will 
be  end-to-end  mergers,  not  of  airlines 
with  parallel  routes.  For  example. 
Delta  and  Eastern  couldn't  merge; 
it  would  lessen  competition  on  the 
North-South  routes." 

There  are  several  possible  marriage 
candidates.  Northeast,  86%-owned  by 
Storer  Broadcasting,  is  a  perennial 
money-loser,  but  it  has  strong  routes 
from  Boston  and  New  York  to  Miami 
and  Bermuda.  Western  and  Conti- 
niiital  could  be  candidates  after  the 
Pacific  case  is  settled — Western  if  it 
gets  what  it  wants  and  Continental  if 
it  doesn't. 

"Western  will  have  difficulty  tool- 
ing up  to  do  the  job  if  it  gels  what's 
been  recommended  for  it  [routes  to 
Hawaii],"  said  an  executive  of  an- 
other airline.  "They  may  have  to 
merge  then  to  get  the  needed  financ- 
ing ability.  On  the  other  hand. 
Continental  has  banked  so  heavily  on 
a  Pacific  route  in  terms  of  its  equip- 
ment plans,  that  if  the  airline  doesn't 
get  one,  it  would  be  a  logical  merger 
candidate." 

There  can  be  no  doubt  that  the 
airlines  have  very  serious  problems. 
But  men  who  run  companies  in  any 
number  of  other  industries  would  be 
happy  to  tax  their  financial  and  man- 
agerial resources  as  the  airhne  bosses 
have  to — if  they  could  get  the  air- 
lines' 17.5%-a-year  growth  rate.  ■ 


Expand  where  the  Action  is ...  in  the 
TRANSPORTATION /DISTRIBUTION  CENTER,  USA 


If  your  business  depends  on  moving 
raw  material  in  .  .  .  finished  products 
out  .  .  .  management  people 
back  and  forth  . . .  then  minutes  and 
hours  count.  Why  get  hung  up 
with  a  location  that's  complex  .  .  . 
too  big  to  handle  you  properly? 

In  Milwaukee,  we're  big  enough  to 

have  all  the  air,  ground  and 

water  facilities  you  need  .  .  . 

but  not  so  big  you  can  be 

stacked  up  long  after 

your  season  is  over.  Think  about  it. 

FLY  MITCHELL  FIELD.. .  THE  TIME -SAVER 


Division  of  Economic  Development 

Dept.  FBS-19,  Office  of  the  Mayor/Room  201,  City  Hall/Milwaukee,  Wisconsin  53202 

Gentlemen:  Please  send  free  copy  of  "there's  MORE 
in  Milwaukee."  Inquiries  handled  in  strict  confidence. 


NAME 


ADDRESS 


'"  MilH, 


aukee . 


CITY 


STATE 


ZIP 


MILWAUKEE  .  .  .  GREAT  FOR  BUSINESS,  GREAT  FOR  LIVING  ...  and  growing  greater 
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Electrical  Products 


A  fast— but  not  necessarily  steadily— growing  market. 


This  is  a  growth  industry:  a  15.9% 
median  five-year  retiun  on  equity  plus 
revenues  that  have  increased  at  a  13% 
annual  rate,  earnings  that  have  in- 
creased at  an  11.8%  annual  rate. 

Yet  half  of  the  24  companies  listed 
are  reporting  earnings  below  their 
record  highs  in  highly  prosperous 
1968.  It  is  not  that  revenues  failed 
to  increase,  for  they  were  up  b\  bet- 
ter than  10%.  However,  whether  sales 
gains  were  translated  into  earnings 
growth  depended  on  the  breadth  of 
a  company's  markets — and  even  more 
on  the  degree  of  control  it  could  ex- 
ercise over  the  markets  it  served. 

Plenty   of   Excitemenf 

In  the  $l.l-billion  semiconductor  in- 
dustry, prices  continued  to  fall  sharp- 
ly although  unit  volume  in  some  mar- 
kets soared.  The  booming  integrated- 
circuits  market  now  comprised  a  $330- 


million  business  vs.  less  than  S50  mil- 
lion four  years  ago.  But  decUning 
demand  in  older  lines  plus  a  slow- 
down in  military  needs  cut  the  over- 
all gain  in  semiconductors  to  only  5%. 

For  most  companies  that  meant  only 
so-so  earnings.  In  fact,  the  only  big 
winner  in  the  semiconductor  business 
in  1968  was  ^Motorola.  "In  1968," 
according  to  former  Harvard  physics 
professor  C.  Lester  Hogan,  "Motorola 
will  account  for  some  70%  of  profits 
of  the  semiconductor  industry."  And 
Hogan,  who  was  head  of  Motorola's 
semiconductor  division,  should  know: 
In  ten  years  he  lifted  Motorola  from 
nowhere  to  share  the  industry  leader- 
ship with  Texas  Instruments. 

It  was  also  Hogan  who,  in  a  dia- 
matic  switch  that  still  has  the  indus- 
try buzzing,  was  persuaded  by  Fair- 
child  Camera  &  Instrument's  72-year- 
old   Chainnan   Sherman  Fairchild   to 


take  charge  of  his  aifing  company, 
which  had  slumped  into  the  red  in 
1967  (as  a  result  of  writedowns)  and 
again  during  the  last  half  of  1968 
( from  operations ) . 

Fairchild  Camera  has  always  been 
a  research  leader  in  integrated  cir- 
cuits. Its  weakness  has  been  in  pro- 
duction and  marketing.  What  led 
Sherman  Fairchild  to  spread  out  an 
array  of  stock  options  and  titles  was 
Hogan's  ability  to  translate  research 
capability  into  profits. 

Dallas-based  Texas  Instruments' 
problems  were  not  nearly  so  severe 
as  Fairchild's.  TI  not  only  has  a 
broader  sales  and  product  base,  it  is 
in  the  systems  end  of  many  projects; 
and  its  substantial  foreign  operations 
account  for  some  20%  of  its  $650- 
million-plus  revenues.  For  all  of  that, 
Chairman  Patrick  E.  Haggerty  still 
had  to  report  earnings  last  \ear  more 
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Magnavox  Co. 

8 

(1) 

33.5 

8 

(1) 

31.4 

5 

(1)       29.2 

52 

(4) 

20.5 

47 

(2) 

234j 

Zenith  Radio 

30 

{'-/ 

24.7 

20 

(2) 

25.0 

11 

(2)       24.7 

91 

(9) 

16.9 

109 

(6) 

'^ 

Whirlpool  Corp. 

45 

C) 

22.1 

77 

(6) 

17.7 

60 

(6)       16.9 

256 

(18) 

8.7 

293 

(17) 

6.^ 

Hewlett-Packard 

61 

(4) 

20.6 

81 

(7) 

17.5 

30 

(3)       20.0 

88 

(8) 

17.2 

66 

(3) 

19.1 

Radio  Corp.  of  Amer. 

66 

(5) 

20.3 

66 

(5) 

18.4 

114 

(14)       13.4 

171 

(14) 

11.8 

95 

(4) 

16.9 

Corning  Glass  Works 

73 

(6) 

20.2 

90 

(8) 

16.6 

43 

(5)       18.5 

250 

(17) 

9.1 

254 

(15) 

8.5 

Emerson   Electric 

73 

(7) 

19.7 

47 

(3) 

20.1 

41 

(4)        18.6 

61 

(6) 

19.2 

119 

(8) 

14.8 

Teledyne 

94 

<8) 

18.0 

47 

(3) 

20.1 

84 

(10)       15.0 

3 

(1) 

97.5 

9 

(1) 

54.7 

Motorola  Inc. 

100 

(9) 

17.5 

202 

(15) 

13.3 

104 

(12)       13.7 

122 

(10) 

14.4 

156 

(11) 

12.1 

Texas   Instruments 

107 

(10) 

17.3 

325 

(19) 

10.3 

76 

(9)       15.4 

74 

(7) 

17.8 

166 

(12) 

11.5 

General  Electric 

128 

(11) 

16.1 

141 

(10) 

14.7 

107 

(13)       13.7 

214 

(16) 

10.1 

3/1 

(20) 

4.2 

Reliance  Electric 

139 

(12) 

15.7 

153 

(11) 

14.4 

73 

(7)       15.7 

30 

(2) 

25.5 

150 

(10) 

12.4 

Sybron  Corp. 

143 

(13) 

15.5 

183 

(13) 

13.7 

75 

(8)       15.5 

60 

(5) 

19.3 

135 

(9) 

13.6 

Honeywell  Inc. 

169 

(14) 

14.5 

201 

(14) 

13.3 

211 

(18)       10.5 

141 

(11) 

13.6 

321 

(18) 

6.1 

McGraw  Edison 

196 

(15) 

13.8 

227 

(17) 

12.7 

101 

(11)       13.8 

281 

(20) 

8.2 

175 

(14) 

11.2 

Hoover  Co. 

201 

(16) 

137 

170 

(12) 

13.9 

120 

(15)       13.1 

444 

(22) 

3.7 

342 

(19) 

5.2 

Lear  Siegler 

211 

(17) 

D.3 

104 

(9) 

16.2 

182 

(16)       11.1 

51 

(3) 

20.6 

116 

(7) 

15.4 

Schlumberger  Ltd. 

280 

(18) 

11.8 

211 

(16) 

13.1 

183 

(17)       11.1 

350 

(21) 

6.7 

167 

(13) 

11.5 

(^nsol.  Electronics 

303 

(19) 

11  h 

340 

(20) 

9.9 

220 

(19)       10.3 

151 

(13) 

12.3 

288 

(16) 

7.3 

Westinghouse 

336 

(20) 

10./ 

285 

(18) 

11.3 

295 

(21)        8.7 

266 

(19) 

8.6 

107 

(5) 

16.1 

Sunbeam  Corp. 

■363 

(21) 

10.2 

440 

(21) 

6.8 

238 

(20)        9.9 

193 

(15) 

10.9 

468 

(21) 

-5.7 

Admiral  Corp. 

468 

f22^ 

5.5 

496 

(22) 

0.3 

448 

(22)        5.5 

156 

(12) 

12.4 

485 

(22) 

-37.3 

Fairchild  Camera"  ° 

9.8 

def. 

7.2 

11.4 

t 

General  Instrument- - 
Industry  Media 

12.1, 

'. 

12.2 
14.2 

9.8 

20.5 
13.0 

95.0 

n 

15.9 

13.8 

11.8 

A— In  FORBES  500.     B— In  Electrical  Products  industry.     • 
500.     def.— Deficit. 

ncludes 

12-month 

increase  vs.   1962-6364  average.     tProfit  to  a 

deficit. 

"Unranked 

not  in 

FORBES 
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than  25?  below  its  record  set  in  1966, 
because  a  significant  portion  of  its 
government  business  is  tied  to  low- 
margined  defense  contracts  and  its 
older  semiconductor  lines  have  been 
riddled  with  price  cuts. 

General  Instrument  was  coping 
with  a  different  set  of  problems,  in- 
cluding continuing  high  development 
costs  on  its  metal-oxide-silicon  inte- 
grated circuits  and  some  indigestion 
from  acquired  companies  such  as 
Jerrold  Corp.,  which  is  in  CATV.  As 
a  result  GI's  new  president,  William 
C.  Hittinger,  will  likeh"  report  an 
earnings  decline  again. 

Warning 

Coming  Glass  Works  is  one  of  the 
U.S.'  most  profitable  companies,  with 
a  fi\e-year  average  return  on  equity 
of  20%  and,  until  1967,  sLx  consecu- 
tive years  of  earnings  gains.  Chainnan 
Amory  (Amo)  Houghton  Jr.  has  main- 
tained Coming's  technological  lead  in 
industries  such  as  color  T\'-glass, 
lighting  products,  heat-resistant  kitch- 
enware  and  specialty  defense  prod- 
ucts, all  growth  areas.  Yet  Coming 
will  likeK'  report  a  second  straight 
earnings  decline,  resulting  in  part 
from  temporary  overcapacit\  in  T\'- 
glass. 

The  decline  wasn't  se\ere,  but  it 
served  as  a  warning  to  investors:  If  a 
smart  and  solid  company  like  Com- 
ing couldn't  keep  earnings  on  a  per- 
petually ascending  curve,  then  who 
in  the  world  could? 


Compact:  li  could  take  a  small  room 
to  hold  the  conventional  electrical 
parts  that  can  be  replaced  by  200 
integrated  circuits  like  those  on  this 
glass  disc  (below),  the  size  of  a  U.S. 
half-dollar.  Without  integrated  cir- 
cuits (top,  right),  the  space  pro- 
gram and  modern  computers  would 
not  exist.  Ahead  lie  briefcase-size 
portable  computers  and  low-priced 
picture-phone  service.  Industry's 
problem:  inspection  (right)  still 
turns    up    too    many    circuit    rejects. 


i:f'p!os:»i'fW§^ 


About  the  only  wa\'  to  a\oid  the 
inevitable  slowdown  is  through  mak- 
ing acquisitions.  Henry  Singleton's 
TeledvTie,  whose  sales  rose  from 
scratch  in  1960  to  $807  million  in 
1968,  has  made  acquisitions  a  way  of 
life.  Once  largely  dependent  on 
narrow-based  government  electronics 
business,  in  the  mid-Sixties  Teledyne 
expanded  by  acquisition  into  specialty 
metals,  geophysics,  machine  tools, 
consumer  electronic  products  and, 
more  recentK",  into  insurance. 

For  fiscal  1969,  Teledyne  was  al- 
read\"  off  and  winging  with  the  suc- 
cessful tender  offer  for  S431-million 
(sales)  Ryan  Aeronautical.  But  one 
day  Teled\ne,  too,  will  come  to  the 
end  of  the  acquisition  path  and  will 
have  to  prove  its  mettle  with  internal 
growth. 

Diversified  Electrical  Equipment 

Diversified  electrical  equipment 
manufactmers  such  as  GE,  RCA, 
Westinghouse  Electric  and  Honeywell, 
because  of  their  size  and  di\"ersity,  tend 
not  to  grow  as  spectacularh"  in  the 
short  run,  but  their  long-teiin  growth 
is  more  assured  because  of  entrenched 
market  positions  in  key  areas.  Thus 
RCA  did  well  because  of  its  technical 
skill  and  marketing  dominance  in 
profitable  color  T\'.  Even  GE,  despite 
its  problems  in  computers  and  atomic 
power,  has  been  kept  stable  by  its 
overwhelming  strength  in  such  tradi- 
tional markets  as  consumer  apphances, 
lighting  and  con\entional  electric 
power  equipment. 

Rival  Westinghouse,  on  the  other 
hand,  did  considerabh'  better  in  five- 
year  earnings  growth  largeh'  because 
it  was  flat  on  its  back  six  \  ears  ago.  It 
has  been  revitalized  by  Chief  E.xecu- 
tive  Donald  C.  Burnham,  who  is  will- 
ing and  able  to  make  such  tough  de- 
cisions as  his  recently  announced 
intention  to  scale  down  Westing- 
house's  position  in  T\"  sets.  "You  put 
\our  money  where  the  potential  is," 
says  Burnham.  "Where  you  only  have 
1?  or  2?  of  the  market,  you  can't 
afford  to  advertise  enough  to  go  up 
against  RCA,  Zenith  or  Magnavox." 

For  makers  of  other  large  and  small 
apphances,  1968  was  a  mixed  bag, 
starting  out  slowK-  but  ending  up  well 
as  consumer  spending  moved  into 
high  gear  late  last  spring.  White- 
goods  maker  \\'hirlpool  had  to  over- 
come a  poor  start  and  losses  in  its 
Warwick  Electronics  color-T\'  sub- 
sidiary, but  by  >  ear's  end  Chairman 
Elisha  Gray's  frown  had  turned  to 
smiles.  Troubled  Sunbeam  showed  a 
five-year  earnings  decline,  the  result 
of  marketing  problems,  overcapacity 
and  depressed  earnings  from  foreign 
operations.  ■ 
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Republic's 

^atomic  eyes" 

see  unlimited  nuclear  future 

in  steel. 


International  symbol  of  atomic  radiation, 


M 


Nuclear-powered  gages  and  monitoring 
'  systems,  all  developed  exclusively  by  Republic 
Steel,  have  proved  so  effective  in  boosting 
Republic's  steelmaking  efficiency  that  they 
are  increasingly  in  demand  throughout  the 
steel  industry. 

Republic  was  the  first  major  steel  company 
in  the  world  to  establish  and  maintain  signif- 
icant research  into  industrial  uses  for  the 
peacetime  atom.  As  a  result,  these  "atomic 
detectives"  have  become  one  of  Republic's 
Tiost  highly  productive  investments. 

Today  at  Republic,  nuclear  monitoring  sys- 
;ems  control  raw  materials  in  blast  furnaces, 
oroviding  better  furnace  control  and  -improved 
product.  Nuclear  technology  controls  equip- 


S...l4-) 


ment,  improves  the  handling  and  quality  of 
coke,  and  guards  against  costly  coke-oven 
damage.  In  the  melt  shops,  nuclear  systems 
continuously  monitor  the  composition  of 
ferro-alloys  used  in  steelmaking.  Nuclear  trac- 
ing improves  processing  operations  and  prod- 
uct quality.  Republic  was  first  to  use  nuclear 
technology  to  measure  and  automatically 
control  the  dimensionsof  rolled  steel  products. 
Nuclear  technology  is  being  studied  for 
application  throughout  Republic  Steel 
Corporation's  entire  steelmaking  operation, 
always  with  the  objective  of  obtaining  the 
utmost  efficiency  from  our  multimillion-dollar 
capital  investments  —  in  producing  the  best 
possible  steels  at  the  lowest  possible  cost. 

You  Can  Take  the  Pulse  of  Progress  at 

REPUBLIC  STEEL 

CLEVELAND,  OHIO  44101 


We  own  SylvaniaTV.  We're  worried  abcl 


It's  not  enough  for  us  just  to  make  good  TV  sets. 

We  also  want  to  make  sure  you  get  plenty  of  good,  tasteful, 
intelligent  shows  on  them.  For  a  purely  selfish  reason:  We 
want  to  keep  you  from  being  turned  off  TV. 

But  we're  concerned  that  there  just  aren't  enough  good, 
tasteful,  intelligent  shows  on  the  air  to  keep  intelligent  view- 
ers tuned  in. 

So  what  is  thi:  :...     ,.  lainer  going  to  do  about  it? 

We're  putting  cj,-  corporate  money  where  our  corporate 
mouth  is. 

Since  1967  we've  i  .^ent  millions  sponsoring  CBS  Specials: 


The  Italians,  Gauguin  in  Tahiti,  The  Tenement,  The  Old 
lege  Try,  Saigon,  Inside  Pop  and  the  Rock  Revolution. 

We've  put  money  into  Educational  TV  and  are  looking! 
more  opportunities  there.  We  brought  you  the  CBS  Playhcs 
presentations  of  Do  Not  Go  Gentle  Into  That  Good  Ni 
Dear  Friends,  My  Father  and  My  Mother,  Secrets,  The  Re 
Next  Door  and  Saturday  Adoption. 

Even  though  the  critics  generally  like  our  shows,  we  c 
always  win  the  rating  battle.  But  we'll  keep  at  it.  We're  a 
stubborn  bunch  of  companies. 

In  September,  we  sponsored  an  hour  TV  special,  Vlad 
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(tne  of  the  shows  you  see  on  our  sets. 


cwitz:  a  Television  Concert  at  Carnegie  Hall.  We  were 

:bered  by  Zorba  the  Greek.  (If  we  had  to  lose,  at  least  it 
to  a  beautiful  film.)  So  we  replayed  Horowitz  at  Christ- 

3.  It  was  too  fine  a  performance  not  to  see. 

Jut  sponsoring  good  shows  is  not  enough.  We  believe  that 
shows  shouldn't  be  hacked  to  bits  by  "a  few  words  from 
sponsor."  We  don't  interrupt  any  of  our  specials  with 

imerciais. 

)ur  noncommercial  attitude  may  turn  out  to  be  very  com- 

"cial  in  the  long  run. 

'Ve've  gotten  hundreds  of  letters  from  people  who  were 


so  grateful  to  us  for  not  breaking  up  the  shows  that  they 
promised  to  consider  our  products  the  next  time  they  were 
buying. 

Letters  from  viewers,  by  the  way,  have  a  lot  of  influence  on 
us.  And  on  all  sponsors.  If  you  see  a  show  you  think  is  taste- 
less, or  banal,  or  overly  violent,  write  a  letter  to  the  sponsor 
and  the  station. 

Make  them  worry  about  some  of  the  shows  you  see  on  our 
television  sets. 

General  Telephone  &  Electronics 


This  is  our  "bag"  at  Bundy 


An  interesting  collection.  But  then  we  run  an  interest- 
ing business.  We  develop  and  manufacture  specialty 
fabricated  products  for  industry. 

What  do  we  do  now?  Manufacture  specialty  tubing; 
both  single  and  double  wall  fronn  a  variety  of  materials, 
precision  cold-rolled  and  electro-galvanized  steel  strip. 
We  fabricate  brake  and  hydraulic  lines  for  cars,  trucks, 
farm  and  construction  equipment  and  special-purpose 
vehicles.  We  make  engine  push  rods  and  fuel  lines, 


acoustical  ceiling  tile  suspension  systems,  and  other 
fabricated  steel  strip  products.  We  also  fabricate  many 
different  kinds  of  refrigeration  and  air-conditioning 
tubular  components. 

What  will  we  do?  Continue  to  apply  specialty  mate- 
rials and  technology  to  satisfy  the  needs  of  our  markets 
—and  to  make  Bundy's  "bag"  bigger— and  better. 

Interested  in  what's  coming  up  next  in  our  bag? 
Write  for  our  booklet,  "This  is  Bundy  Corporation." 
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Health  Products 


Wealth  without  health 
health  cure  and  care  is 

Vol  will  .not  see  Parke,  Davis,  a 
proud  old  drug  company,  on  the 
Yardsticks  below.  The  reason  is  that 
its  sales  of  S240-odd  million  in  1968 
fell  short  of  Forbes'  cut-off  point  of 
S250  million.  Three  years  ago  Parke, 
Davis'  sales  were  $225  million,  and 
growing  at  $20  million  a  \ear;  it 
looked  as  if  sales  would  be  close  to 
S.300  million  by  1968.  They  weren't. 
And  Parke,  Dav  is  is  currently  the  sub- 
ject of  takeover  rumors. 

Parke,  Davis  is  primarily  a  manu- 
facturer of  ethical  drugs  ( those  drugs 
ad\ertised  to  doctors,  not  to  the  con- 
sumer), and  it  does  not  have  the  four 
things  that  are  vital  to  a  top-rank 
ethical  drug  company:  1)  a  research 
budget  of  over  $40  million  a  year, 
2)  a  great  and  highly  respected  stall 
of  detail  men — the  salesmen  who 
visit  the  doctors,  3)  a  broad  product 
line  and  4)  an  "aware  top  manage- 
ment free  to  do  what  needs  to  be 
done. 

The.se  tour  factors  are,  of  course, 
interrelated.  Parke,  Davis'  product 
line  is  narrow.  It  depeiuls  heavily  on 
the  bruad-spectrum  antibiotic  Chloro- 
m\cetin.  C^iloromycetin  patents  ran 
out  in  the  fall  of  1966,  and  Parke, 
Davis  cut  its  price  by  30*.   In   1967 


is  tasteless,  and  in  an  affluent 
insatiable,  making  this  the  year's 

dollar  sales  of  Chloromycetin  fell  20% 
and  last  year  they  fell  another  24'/t. 
With  company  profits  falling,  ex- 
penditures on  research  had  to  be 
held  below  $20  million,  half  of  what 
is  needed  to  stay  on  top.  No  one  is  in 
a  position  to  rank  the  quality  of  detail 
men,  but  it  is  rea.sonable  to  assume 
that  the  best  men  gravitate  to  the 
company  with  the  most  profitable 
range  of  products. 

Dr.  Austin  Smith  was  made  presi- 
dent last  year  and  given  the  job  of 
rescuing  Parke,  Da\is.  He  is  well 
aware  that  the  problems  won't  be 
solved  overnight.  "The  money  the  in- 
dustry is  spending,"  says  Burnham 
&  Co.  analyst  Rudolf  Cziner,  "could 
result  in  a  wave  of  new  discoveries, 
but  probably  not  for  five  years." 
Smith  may  not  have  five  years  to 
correct  the  miseries  he  inherited. 
Last  year  he  redirected  Parke,  Davis' 
research  program  to  those  products 
with  the  quickest  potential  payofl. 
'Our  plans  for  next  year,'  he  said 
last  fall,  "are  to  make  work  what 
we've  been  doing  this  year." 

When  things  do  work  properly  in 
the  ethical  drug  industry,  they  work 
beautifully.  After  all,  there  is  abso- 
lutely  unHmited   demand  for   health. 


society  the  demand  for 
most  profitable  industry. 

And  the  industry  makes  its  own  mar- 
ket; every  customer  kept  alive  by 
drugs  is  a  repeat  customer.  Look  at 
the  Yardstick  results  of  such  top  ethi- 
cal producers  as  Merck,  Eli  Lilly  and 
Upjohn.  Merck's  return  on  equity 
o\'er  five  years  averaged  27.6%,  rank- 
ing it  20th  among  the  500  companies 
surveyed  in  this  issue.  Moreover,  it  is 
ivlaiiiiiifi  its  Profitabilit)'.  The  Yard- 
sticks show  that  xMerck's  returns  in  the 
last  couple  of  years  are  about  as  good 
as  they  were  five  years  ago. 

Most  important,  Merck  has  pro- 
duced growth  as  well  as  profitability. 
Its  earnings  per  share  have  grown  an 
average  of  17.8%  a  year  over  five 
years,  making  it  one  of  the  fastest 
growers  in  the  health  industry. 
This  is  important.  For  Profitability 
without  Growth  can  be  a  danger  sign. 
Look  at  the  Yardstick  figures  for 
Smith  Kline  &  French,  the  dominant 
company  in  traii(j[uilizers.  It  topped 
the  health  industry  in  Profitability, 
but  it  has  averaged  annual  profit 
gains  of  only  4.2%.  While  it  was  the 
ninth  most-profitable  company  among 
the  500  ranked  in  this  issue,  it  came 
in    a    very    poor    372nd    in    Growth. 

So  it  is  among  the  very  best  ethical 
companies,  Merck  and  Eli  Lilly,  that 
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RANKING: 

PROFITABILITY:  3rd  of  23. 
A-RANKING  IN  FORBES  500         B-RANKING  IN 

GROWTH:  12th  Of  23. 
HEALTH  INDUSTRY 

Company 

b-ynt                            Latest  12-month 
iMfiC*  raturn  on                          return  on 
stockholders'  equity               jlochholders'  equity 

Rank         Per-                Rank         Per- 
A        B        cent            A        B        cent 

5 -year* 

combined  return  on 

debt  and  equity 

Rank         Per- 
A        B       cent 

5-year* 

annual  increase 

in  sales 

Rank          Per- 
A          B         cent 

5-year* 
annual  increase  in 
per-S(fare  earnings 

Rank           Per- 
A         B        cent 

Smith  Kline  &  French 
Amer.  Home  Products 
Merck  &  Co. 
Sterling  Drug 
Bristol-Myers 
Warner-Lambert 

9       (1) 
17       (2) 
20       (3) 
27       (4) 

33  (5) 

34  (6) 

33.3            13       (1)       29.6 
28.8            19       (3)       26.6 

27.6  16       (2)       27.4 
25.;;            26       (5)       23.9 
24.1             24        (4)        23.9 

23.7  57        (7)        18.8 

2        (1) 

6  (2) 

7  (3) 
15       (4) 
19       (5) 
25       (6) 

33.4 
29.0 
2/.9 
22.0 
21.7 
20.6 

380       (15)         6.0 
126        (5)        14.1 

94        (3)        16.6 
147        (7)        13.3 
110        (4)        15.3 

80        (1)        17.5 

372 
169 

81 
202 
141 
239 

(15) 
(7) 
(2) 
(8) 
(6) 
(10) 

4,2 
11.4 
17.8 
10.1 
13.2 

9.1 

Ully,  Eli 
Pfizer,  Chas. 
Upjohn  Co. 
Foremost-McKesson 
Amer.  Hosp.  Supply 
Abbott  Labs 

57       (7) 
88       (8) 
114       (9) 
121       (10) 
127      (11) 
133      (12) 

20.8  27       (6)       23.7 
18.5          102      (10)       16.3 

16.9  143       (13)       14.7 
16.6t        100       (9)        16.4 
16.2            78       (8)       17.7 
15.9          119      (12)       15.6 

2/       (7) 

59       (9) 

56       (8) 

301       (16) 

77  (10) 

78  (11) 

20.6 
17.0 
17.1 
8.7t 
15.3 
15.2 

139        (6)        13.7 
227       (11)         9.7 
204       (10)       10.4 
399       (16)         5.5 
90        (2)        17.0 
152        (8)        12.8 

77 
284 
361 
128 

86 
238 

(1) 
(12) 
(14) 
(5) 
(3) 
(9) 

18.2 

7.5 

4.4 

14.2 

17.6 

9.1 

Richardson-Merrell 
Johnson  &  Johnson 
American  Cyanamid 
Squibb  Beech-Nut 
Industry  Medi 

154      (13) 
164      (14) 
175      (15) 
185      (16) 

15.1          145      (14)       14.6 
14.6       .   114      (11)       15.7 
14.4          247      (16)       12.1 
14.0          222      (15)       12.8 

83      (12) 

92      (13) 

142      (15) 

140       (14) 

15.0 
14.4 

12.5 
12,7 

153        (9)        12.5 
247       (13)         9.1 
341       (14)         6.9 
244       (12)        9.2 
12.7 

248 

90 

407 

339 

(11) 
(4) 
(16) 
(13) 

8.7 

17.2 

2.4 

5.3 

an 

17.7                                17.1 

17.1 

9.6 

A— In   FORBES   500. 

B In   Health    Products    industry.     'Includes   latest    12month    increase    vs. 

1962.63-64    average.      fThreeyear 

average. 
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the  best  combination  of  Profitability 
and  Growth  occurs. 

Not  all  ethical  drug  companies  are 
that  strong,  of  course.  Besides  the  ex- 
ample of  Parke,  Davis,  there  is  Up- 
john, which  shows  a  poor  Growth 
rate.  Upjohn's  weakness  ma\  stem 
from  the  fact  that  it,  like  many  smaller 
drug  companies,  is  still  controlled  by 
the  founding  famih .  If  so,  then  the 
mo.st  significant  development  at  Up- 
john last  year  may  well  have  been 
the  appointment  of  two  outside  di- 
rectors, the  company's  first.  "It  reflects 
the  fact  that  Upjohn  is  becoming  a 
big  worldwide  company,"  said  Presi- 
dent Ray  T.  Parfet  Jr.,  who  is  related 
to  the  Upjohns  by  marriage. 

Pfi/er,  too,  has  flaws  in  its  ethical 
drug  position.  The  biggest  is  that 
Pfizer  is  too  dependent  on  antibiotics 
— as  SK&F  is  on  tranquilizers. 

Balanced  and  Sophisticated 

Merck,  then,  is  the  compan\  that 
shows  how  a  top  ethical  drug  opera- 
tion can  pay  ofl.  Merck  has  a  broad 
product  line  ranging  from  cures  for 
heart  disease  to  cures  for  psychiatric 
troubles.  "Our  product  line  is  both 
balanced  and  .soph;sticated, "  said 
Merck  Senior  \Mce  President  Dr. 
Antonie  T.  Knoppers.  "We're  not 
heavily  dependent  on  any  one  of  our 
top  20  products.  Yet  each  of  them  is 
complicated,  not  a  simple  commodity." 

All  iiidustr>  analysts  point  out  that 
it  is  a  great  advantage  to  be  able  to 
spend  the  kind  of  uioneN  (over  $50 
million  last  year)  Merck  spends  on 
research.  Most  feel  that  the  nature 
of  health  research  has  changed.  A 
few  years  ago  it  was  a  matter  of 
testing  various  compounds  on  ani- 
mals and  seeing  which  disease  was 
cured.  More  recently  the  research- 
ers have  tinned  more  hea\ily  toward 
the  study  of  diseases  themselves. 
"The  last  great  explosion  in  drugs 
came  from  1950  to  1965,"  said 
Knoppers.  "We're  in  a  trough  right 
now,  but  there  will  be  an  entirely 
new  generation  of  drug  therapy  o\er 
the  next  15  \ears.  This  is  because 
biochemistry  is  advancing  at  an  in- 
credible rate.  Hut  \ou  can't  play  this 
game  with  yovir  fingertips  only.  We 
at  Merck  are  not  counterpunchers;  we 
are  research-intensive." 

If  Merck  is  rich  enough  to  attack  the 
first  great  problems  of  the  industry — 
new  products — it  is  wise  enough 
to  attack  the  second,  that  is.  growing 
public  invoKcnuMit  in  the  health  field. 
The  drug  investigations  and  tougher 
regulations  are  just  siuface  indications 
of  the  fact  that  the  (Government  is  be- 
coming as  invoKed  in  some  areas  of 
health  as  it  is  in,  sa\,  defense.  Medi- 
care and   other  programs   mean   that 
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Wheaf/es  kf\6  Vuzkies.  Medicines  and  bandages  are  not  the  only 
healfh  products.  Breakfast  foods,  coug/i  drops  and  even  winter 
cruises  and  swimming  pools  have  been  sold  as  "health"  products. 
Above  is  one  of  a  series  of  ads  from  the  late  1920s.  Its  pitch  was 
that    cigarettes    helped    you    lose    weight    and    prolong    your    life. 


more  people  are  receiving  more  drugs. 
But  it  also  means  that  the  Government 
will  be  paying  the  bill,  and,  most 
likely,  that  will  put  pressure  on  prices. 
In  case  it  does,  and  the  ultimate 
result  is  the  regulation  of  drug  profits, 
the  far-sighted  compan\-  will  have 
diversified  into  something  else.  Merck 
last  year  acijuired  Calgon,  a  compan> 
deeply  iuNolved  in  water-pollution 
control.  American  C\  anamid  has  used 
its  ethical  drug  profits  over  man\'  years 
to  diversify  into  chemicals  and  con- 
sumer goods.  Pfizer  is  pushing  hard 
on  its  cosmetic  business,  and  McKes- 
son &  Robbins  merged  last  year  with 
Foremost  Dairy.  Many  companies  are 
pushing  hard  on  proprietary  drugs 
(those  drugs  advertise<l  to  the  con- 
sumer, not  to  doctors). 


The  trouble  is,  these  areas  are  not 
as  profitable  as  ethical  drugs.  Health 
Products  outranks  most  other  indus- 
tries in  Profitability,  but  diversifying 
from  drugs  makes  a  company  less 
profitable.  Again,  turn  to  the  Yard- 
sticks (/).  161).  The  companies  that 
are  large  in  proprietarx  drugs  and 
other  consumer  goods  simpK  have  not 
achieved  the  best  combinations  of 
Profitabilitx  and  Growth.  American 
Home  Products  is  a  great  growth  com- 
pan\.  and  its  record  is  the  best  of 
the  diversified  drug  makers.  But  its 
Profitability  has  eroded  slightly  over 
the  past  five  years.  Its  sales  have 
grown  at  a  faster  rate  than  its  profits, 
reflecting  several  acquisitions  (in  such 
fields  as  housewares  and  candy)  and 
some    severe   brand    battles    in   such 
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proprietan.  products  as  Anacin.  Drugs 
themselves  represent  about  half  of 
American  Home's  sales  these  days  vs. 
tvvo-thirds  a  few  years  ago.  Sterling 
Drug,  second-best  among  the  diversi- 
fied drug  companies,  has  had  much 
the  same  experience  (see  Yardsticks) . 
Other  di\ersified  drug  companies, 
including  Warner-Lambert,  Richard- 
son-Merrell  and  Abbott  Laboratories, 
have  also  slipped  somewhat  in  Profit- 
abilit) ,  and  their  Growth  in  profits  has 
averaged  onl\  about  9".  That  places 
them  about  in  the  middle  of  the 
500  companies  in  this  sur\ey,  thus 
tarnishing  the  drug  industry's  reputa- 
tion for  Growth. 

Up  Against  P&G 

The  simple  fact  is  tliat  proprietary 
drugs  cannot  ha\e  the  same  margins 
as  ethical  drugs.  For  one  thing,  they 
are  much  more  vulnerable  to  brand 
switching  than  ethical  drugs.  "Doctors 
are  very  brand  loyal,"  said  drug  in- 
dustry consultant  Paul  de  Haen.  "If 
they  like  the  product  of  a  certain 
manufacturer,  they'll  stick  with  it, 
e\en  when  patents  run  out."  For  an- 
other thing,  the  makers  of  proprietary 
drugs  can  rarely  cxjunt  on  having  truly 
unique  products.  They  are  therefore 
placed  in  competition  with  companies 
that  need  no  large  research  budgets, 
such  as  Procter  &  Gamble.  "And  if  a 
product  fails.'  said  Richardsoii-Mer- 
rell  President  H.  Robert  Marschalk, 
■'>()u  ha\e  a  total  loss.  ' 

The  third  branch  of  the  drug  in- 
dustry, those  companies  that  make 
medical  supplies  other  than  medicine, 
in  one  sense  have  the  best  of  both 
worlds.  They  are  not  under  attack  for 
their  profit  margins,  because  their 
products  and  their  profits  are  not  as 
visible  as  those  of  the  drug  makers. 
But  profit  growth  for  American  Hos- 
pital Supply  is  17.65d,  and  for  Johnson 
&  Johnson  17.2%.  Moreover,  these  two 
companies  sell  heavily  to  institutions 
that  have  much  the  same  brand  loy- 
alty as  doctors. 

As  for  the  year  1968,  its  trends 
were  essentially  a  continuation  of 
those  of  recent  years:  rising  research 
costs,  the  perils  of  diversification  and 
pubhc  criticism  of  drug  costs.  0\er- 
all  sales  continued  to  rise:  to  $5.6  bil- 
lion from  S5.1  billion  in  1967.  Though 
several  new  drugs,  important  from  a 
health  standpoint,  were  introduced, 
none  was  commercially  important.  In 
proprietary  goods,  the  brand  wars 
raged  (see  Branded  Goods,  p.  188). 
And  hospital-supply  companies,  rid- 
ing high  on  Medicare,  grew  12%  in 
sales  and  some  17%  in  profits.  The 
health  products  business  was  the  most 
profitable  industry  in  the  latest  12 
months,  but  the  game  was  getting 
harder  to  play.  ■ 
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The  market's  booming.  The  labor's  skilled.  The  cli- 
mate's ideal.  And  the  time  is  now— if  you  want  to 
build  your  plant  or  warehouse  near  San  Francisco 
before  all  the  good  land's  gone. 

Your  choice  of  reasonably-priced  sites  gets  narrower 
every  day.  But  right  now,  Western  Pacific  offers  you 
a  wide  selection  from  over  3100  acres  of  industrial 
land,  in  20  separate  tracts  — all  in  close  proximity  to 
the  Wall  Street  of  the  West. 

Think  about  it.  Then  write  for  photographs  and  con- 
fidential information.  Or  telephone  (415)  982-2100. 
We'll  be  glad  to  arrange  a  close-up  helicopter  tour 
of  the  West  of  Western  Pacific. 

Western  Pacific  Railroad 


Mail  now  for  special 

Stanford  Research 

Institute  Study 


Mr.  E.  P.  Jagels, 

Director  Industrial  Develop'nent 

Western  Pacific  Railroad  •  526  Mission  St. 

San  Francisco,  Calif.  94105  •  Pfione  (415)  982-2100 

n   Please  send  me  confidential  plant  site  information. 
D    I  am  particularly  interested  in  a  helicopter  tour. 


Title 


Company 


Address 


City 


State  Zip 
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Once  too  proud  to  diversify,  ttie  steel  industry  now  is  scrambling  to  enter  new  fields  and 
break  the  old  traditions.  Hot  on  its  neck  is  the  breath  of  the  acquisitive  multicompany. 


Excepting  U.S.  Steel  and  National 
Steel,  mo.st  .steel  companies  shifted  from 
accelerated  depreciation  to  straight-line 
depreciation  to  make  their  reported 
earnings  look  better.  \\'ithout  that 
shift,  [ones  &  Laughlin,  now  part  of 
Ling-Temco-\'ought,  would  have  been 
in  the  red  during  the  thiid  quarter. 

By  itself  there  was  nothing  wrong 
with  the  accounting  change:  Accel- 
erated depreciation  i^  a  device  for 
postponing  ta.\es  rather  than  for  re- 
flecting true  earnings,  but  steelmen 
are  a  conservative  lot  and  had  gen- 
erally preferred  to  report  earnings  on 
a  conservati\e  basis;  especially  so, 
with  the  cost  of  replacing  old  plant 
rising  at  an  alarming  rate.  Thus  the 
accounting  change  was  one  more 
sign  that  the  mighty  U.S.  steel  indus- 
try was  in  trouble. 

The  troubles  are  written  all  o\er 
the  Forbes  Yardsticks.  In  Growth  and 
Profitability  the  industry  is  clustered 
well  inio  tlie  lower  thud  of  the  Forbes 
■500.  U.S.  Steel,  once  the  pride  of 
U.S.  industry,  ranked  in  the  bottom 
lO'i  in  five-\ear  return  on  stockhold- 
ers' equity  among  the  500. 

\\hai  Happened  to  the  turnaround 
that  S(;  mail)  security  analysts  were 
predicting  a  tew  years  ago? 

Then  story  had  been  a  persuasive 
Diie.   It  went  like  this-   The  industi'v 


was  pouring  some  $2  billion  annual!) 
into  new  equipment  such  as  oxygen 
furnaces  and  continuous  casting.  Thus 
the  U.S.  would  soon  have  the  world's 
most  modern  steel  business  and  would 
stem  the  tide  of  foreign  imports.  New 
research  laboratories  would  bring  forth 
superior  steels  to  halt  the  inroads  from 
competing  materials  and  open  new 
markets  to  lift  steel  abo\e  its  very 
modest  annual  gain  of  under  3%. 

Persuasive,  but  not  tnie.  Steel  com- 
pany earnings  last  year  generally  re- 
mained lower  than  in  the  Fifties 
and  lower  than  in  1966  e\'en  with  the 
accounting  changes  (which  National 
Steel  President  George  Stinson  scorns 
as  "jimm\'ing  die  books  around"). 

The    Unexpected 

Stockholderj  were  disappointed,  and 
disappointed  stockholders  make  take- 
over easy.  Jones  &  LaughUn,  the  na- 
tion's fourth-largest  steel  company, 
was  acquired  by  LTV.  Crucible  Steel 
was  taken  over  by  Colt  Industries.  By 
year's  end  almost  every  major  steel 
company  was  keeping  an  anxious  eye 
on  its  transfer  books. 

^Vhy  is  steel  in  so  much  hot  water 
— especially  when  steel  consumption 
set  a  new  record  of  over  100  million 
tons  last  year?  The  reasons  are  many. 
.Among  them:  poor  labor  relations  and 


a, strike  threat  that  caused  customers 
to  once  again  build  up  their  steel  in- 
ventories in  the  first  three  quarters  of 
1968.  Result:  costly  la\offs  and  short- 
er hours  for  over  100,000  workers  in 
the  fourth  quarter. 

Imports  (see  chart,  p.  166  and  box, 
p.  168)  were  insignificant  in  the  U.S. 
until  the  big  1959  strike  caused  many 
customers  to  try  foreign  steel.  They 
liked  its  availability  and  its  lower 
prices.  Last  year  imports  shot  up  to 
17%  of  the  domestic  market.  That's 
a  bit  higher  than  the  market  share  of 
Bethlehem  Steel. 

U.S.  Steel's  attempts  to  counter  the 
flood  of  imports  have  already  touched 
off  a  price  war.  Bethlehem,  irked  at 
under-list-price  quotes  to  customers, 
slashed  prices  22%  on  hot-rolled  sheets, 
one  of  the  most  profitable  and  fastest- 
gro\\'ing  steel  products.  That  put 
the  price  back  to  where  it  was  12 
\ears  ago.  The  warning  was  clear: 
Further  discounts  by  Big  Steel  would 
bring  massive  retaliation  from  Beth- 
lehem. But  to  the  extent  diat  prices 
are  being  restored,  the  ability  of  do- 
mestic producers  to  compete  with  im- 
ports will  be  weakened  further. 

All  this  is  highly  frustrating.  It  is 
hardh-  surprising,  therefore,  that  much 
of  the  steel  industr>  has  looked  to 
Uncle  Sam  to  bail  it  out.  The  indus- 
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PROFITABILITY:  22nd  of  23  groups. 
RANKING:     A— RANKING  IN  FORBES  500         B— RANKING  IN 

GROWTH:  17th  of  23. 
STEEL  INDUSTRY 

Company 
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A 

B 
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cent 
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stockholders'  equity 

Rank        Per- 
A        B        cent 
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A        B 
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Rank           Per- 
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Kaiser  Steel 
Allegheny  Ludlum 
National  Steel 
Inland  Steel 

177 
203 
301 
351 

(1) 

(2) 
(3) 
(4) 

14.3 
10.4 

65 

315 
351 
278 

(1) 

(3) 
(5) 
(2) 

18.4 

10.6 

9.7 

11.4 

380 
196 
259 
303 

(8) 

(1) 

(2) 
(4) 

6.9 

10.9 

9.5 

8.6 

184 
200 
374 
3/2 

(1) 

(2) 
(6) 
(5) 

11.2 

10.6 

6.1 

6.2 

5 
286 
391 
306 

(1) 
(7) 
(9) 
(8) 

71.3 
7.4 
3.4 
6.5 

Armco  Steel 
Republic  Steel 
Bethlehem  Steel 
McLouth  Steel 

365 
388 
409 
412 

(5) 
16} 
(7) 
(8) 

[■:■:• 

0.7 
8.6 

318 

365 
387 
432 

(4) 
(6) 
(7) 
(10) 

10.6 
9.4 
8.4 
7.0 

302 
352 
338 
357 

(3) 
(6) 
(5) 
(7) 

8.6 
7.6 
7.8 
7.4 

337 
415 
359 
486 

(3) 
(8) 
(4) 
(12) 

6.9 

4.9 

6.4 

-0.2 

211 
209 
270 
463 

(4) 
(3) 
(5) 
(12) 

9.8 

9.9 

7.9 

-4.5 

Youngstown  Sheet 
Interlake  Steel 
U.S.  Steel 
Wheeling  Steel 
Jones  &  LaughJinf 
Industry  Med 

423 
427 
454 
489 

ian 

(9) 
(10) 
(11) 
(12) 

8.1 
8.0 
6.5 
1.7 
8.1 
9.1 

436 
408 
466 
395 

(11) 
0) 

(12) 
(8) 

6.9 
8.0 
5.6 
8.3 
5.5 
8.9 

402 
392 
445 
490 

(10) 
(9) 
(11) 
(12) 

6.4 
6.7 
5.5 
1.4 
6.8 

413 
452 
434 
416 

(7) 
(11) 
(10) 
(9) 

4.9 
3.5 
4.3 
4.9 
4.0 
5.5 

420 

277 

415 

48 

(11) 
(6) 
(10) 
(2) 

1.2 

7.7 

1,6 

23.7 

-2.3 

7.5 

7.6 
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ranked 

because 

of  acquisiti 

on  by  L 

ng-Temco-Vought. 

164 


FORBES,  JANUARY  1,  1969 


The  plot  quickens. 


For  IBM  1130  users. 

This  new  J1130  plug-in  module  slips 
into  your  IBM  1130  computer  instantly 

With  it  you 
can  now  use  a  bigger, 
faster  flatbed.  Like  this. 
Or  any  of  the  600  &  700 
series  CalComp  plotters. 

Which  means  you  get  bigger,  faster  plots  with  your  1130 

Call  or  write  for  the  whole  plot. 
•California  Computer  Products,  Inc. 
Dept.   S-1,  305  N.  Mulk 
Anaheim,  Calif.  92803   (714)774-9141 

0^|^00(2^(p    Leader  in  Computer  Graphics. 
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BAIT 

For  all  its  problems,  the  steel  industry  is  attractive  to  today's 

corporate  acquisitors.  Why?  The  figures  belo 

w  tell  the  story. 

The  Unmerged  Ones 

Total 

All-Time 

Common 

C-immon 

Book 

Recent  Stock                    Stock 

Shares 

Strck  Value 

Independents                      Value 

Price 

Price  High 

(millions) 

(milli-ns) 

Allegheny  Ludlum 

$30 

$58 

$  79  (1967) 

4.7 

$    271 

Armco 

60 

57 

80  (1959) 

14.8 

844 

Bethlehem 

40 

32 

59  (1959) 

45.1 

1,443 

ln!and 

40 

38 

55  (1959) 

18.3 

695 

Interlake 

43 

35 

44  (1965) 

4.5 

157 

McLouth 

48 

40 

63  (1952) 

3.6 

143 

National 

48 

49 

66  (1965) 

15.8 

774 

Republic 

60 

48 

82  (1959) 

15.8 

758 

U.S.  Steel 

63 

43 

109  (1959) 

54.1 

2,326 

Wheelingt 

73 

31 

67  (1959) 

2.2 

68 

Youngstown 

58 

43 

55  (1964) 

10.7 

460 

tMerging  with  Pittsburgh 

Steel. 

The  Merged  Ones 

Premerger 

Post- 

Common 

Merrier 

Book 

Premerger             Value  of 

Stock  V3lue 

St'-ck  Va'ue 

Acquired 

Value 

Stock  Price        Merger  Offer 

(millions) 

(millions) 

Crucible  by  Colt  Industries 

$36 

$37               $46 

$118 

$193 

Jones  &  Laughlin  by  LTV 

85 

48                 85 

381 

675 

"STEEL'S  BIGGEST  PROBLEM 
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MILLIONS  OF  TONS 
16 \ 
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With  eacii  new  strike  threat,  steel  imports  rise  higher  than 
ever  before. 
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try  wants  more  government  restric- 
tions on  steel  imports.  Typical  is  Roger 
S.  Ahlbrandt,  president  of  Allegheny 
Ludlum.  He  wants  Washington  to  put 
quotas  on  imported  steel.  He  points 
out  that  producers  in  the  Common 
Market  and  Japan  are  talking  about 
voluntary  controls.  But  he  says  these 
usually  don't  work  out. 

Japanese  and  European  steel  men 
have  offered  to  reduce  their  1969  ex- 
ports to  the  U.S.  by  about  4  million 
tons,  and  then  increase  exports  by  no 
more  than  5%  annually.  But  that 
would  take  the  cream  off  the  growth 
in  domestic  steel  demand.  "The  main 
problem  is  Japan,"  said  Ahlbrandt, 
"which  is  rapidly  expanding  its  plans 
for  increasing  its  steel  production,  for 
which  there  is  no  earthly  use  within 
its  own  borders." 

All  these  problems  have  hit  doubly 
hard  because  steel  companies  have 
had  nothing  to  fall  back  upon.  They 
have  failed  to  diversify.  They  have 
tended  to  think  solely  in  terms  of 
reinvesting  their  cash  flow  in  steel. 
There  was  little  thought  of  investing 
in  other  businesses.  Steel  fell  into  the 
same  trap  the  railroads  fell  into  ear- 
lier: thinking  of  their  business  in  nar- 
row ternis  and  of  their  competition 
as  only  other  steel  companies. 

Follow  the  Leader 

In  this  industry,  market  share  be- 
came the  goal,  not  profitability.  In 
1957  National  Steel  decided  to  build 
a  new  mill  in  the  Chicago  area.  It 
was,  in  itself,  a  wise  decision,  for  that 
market  was  using  more  steel  than  it 
was  producing.  But  wise  only  as  long 
as  competitors  didn't  try  to  follow 
National  into  that  market.  Follow 
they  did,  first  Bethlehem,  then  Jones 
&  Laughlin.  In  the  meantime,  U.S. 
Steel,  inland  and  Youngstown  ex- 
panded and  modernized  tfieir  existing 
Chicago   plants. 

Between  lbi58  and  1968  the  steel 
industry  lavished  $16  bilUon  on  plant 
and  equipment;  U.S.  Steel  in  the  last 
three  years  alone  spent  Sl.S  billion, 
in  the  end  the  money  went,  not  to 
improve  profitabilit) ,  but  to  protect 
market  share. 

Most  steel  managements  today  are 
aware  of  the  mistakes.  They  would 
like  to  diversify  before  they  become 
\ictims  of  somebody  else's  diversifi- 
cation. But  how?  The  cash  has  been 
spent,  the  debt  piled  up  for  this  self- 
cieteating  expansion.  Their  common 
stocks,  the  most  common  currency  for 
acquisition,  are  badly  debased. 

"The  big  deterrent  to  acquisitions 
is  the  price  of  our  stock,"  said  C.  Wil- 
liam \'erity,  president  of  Armco  Steel. 
"Our  price  earnings  ratio  is  such  that 
we  have  to  think  of  other  ways  to 
make  a  deal."  Yet  Armco's  P/E  ratio 
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Is  love 

the    _ 
reason? 


■m 


A  woman's  kisses  are  the  reason  we  sell 
so  many  Upstick  containers. 

dul  love  isn't  tbe  oniy  reason  Scoviti  has  been 
pay^SabvitihuoMs  dividends  for  112  years. 

i  S|0^)|ILl.  {  DOES  A  LOT  FOR  YOU. 


■  For  more  reasons  why  you  should  know  us  better,  write  Scovill,  Waterbury,  Connecticut  06720 
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Mistaken.  When  it  fumed  ouf  that  fhe  Japanese  had 
the  most  modern  steel  facilities  in  the  world,  U.S.  steel- 
men  claimed  it  was  a  fluke.  "All  their  plants  were 
bombed  out  in  World  War  II  and  leveled  to  the 
ground,"   said  one.   "They   had  to   start   building   from 


scratch.  But  in  a  few  years  they  will  fall  behind."  It 
hasn't  happened:  The  Japanese  have  stayed  at  the  front 
in  steel-making  technology.  That  means  they  can  take 
full  advantage  of  their  lower  labor  costs  and  sell  steel 
in  the  U.S.  as  much  as  $20  a  ton  below  domestic  list. 


at  about  10  is  typical  of  the  industry. 
Armco,  moreover,  has  been  trying.  It 
just  acquired  a  computer-leasing  firm. 
Allegheny's  Ahlbrandt  points  out 
that  specialt>'  steels  also  have  taken 
his  company  into  end  products,  such 
as  golf  carts  and,  perhaps  very  soon, 
instrumentation.  U.S.  Steel  has  ex- 
panded   its    chemical    operation    and 


bought  Armour's  fertilizer  division. 
Bethlehem  has  made  hvo  acquisition 
tries  and  may  have  more  luck  next 
time.  U.S.  Steel  and  Allegheny  have 
interests  in  the  two  largest  titanium 
producers,  and  National  Steel  recently 
moved  into  aluminum. 

All  this  may  help.  But  the  steel  in- 
dustry  will   never   come   out   of   the 


doldrums  until  it  gets  a  better  retmn 
on  the  816  billion  it  has  invested  in 
steel  mills  in  the  past  decade  alone. 

From  the  investor's  point  of  view 
the  mone\  has  not  been  well  spent. 
Steel  ranks  22nd  in  23  groups  in 
profitability.  It  is  for  this  that  the 
stock  market  is  now  calling  manage- 
ment to  accoinit.  ■ 


r 


WHEN  A  TOUGH  COMPETITOR  IS  A  GOOD  CUSTOMER- 


"Our  people  have  to  live,  too." 
In  that  simple  sentence,  uttered  by 
the  president  of  Japan's  Fuji  Steel 
Co.,  hes  a  serious  threat  to  the  al- 
ready hard-pressed  U.S.  steel  in- 
dustry. As  President  Shigeo  Na- 
gano (right)  well  knows,  Japan  has 
been  expanding  its  steel  industry 
at  a  breathtaking  pace.  At  75  mil- 
lion to  80  million  tons  annual  ca- 
pacity, it  is  already  the  second- 
largest  in  the  Free  World  and  by 
1975  expects  to  expand  another 
25^.  Clearly  Japan  cannot  use  all 
that  steel  itself,  nor  can  the  back- 
ward economies  of  Southeast  Asia, 
Japan's  closest  market. 

This  means  that  Japan  must 
turn  to  the  world's  richest  market, 
temptingly  economical  to  reach  by 
ocean  shipping  from  coastal  steel 
mills.  Already  the  Japanese  have 
well  over  20%  of  the  U.S.  west 
coast  market,  up  significantly  from 
five  years  ago,  and  about  7%  of  the 
total  U.S.  market.  Not  only  is  Jap- 
anese steel  coming  in  as  steel,  U.S. 


imports  of  such  steel-based  Jap- 
anese products  as  automobiles,  TV 
sets  and  sewing  machines  are 
growing.  Ever\'  time  Detroit  loses 
a  sale  to  a  Japanese  car,  the  U.S. 
steel  industry  loses  roughly  S150 
worth  of  business. 

Why  should  the  U.S.  permit 
Japan  to  weaken  an  already  weak- 
ened U.S.  steel  industry?  Strangely 
enough,  it  must  do  so  for  reasons 
of  the  most  elemental  self-interest. 
International  trade  is  a  two-way 
street.  The  fact  is  that  Japan  is  the 
second-biggest  customer  for  U.S.- 
made  products.  And  to  continue 
being  so,  the  Japanese  need  dol- 
lars. Their  steel,  produced  in  ultra- 
modern plants  b\  the  latest  tech- 
nolog)  with  efficient,  relatively 
low-cost  labor,  is  a  natural  product 
for  Japan  to  sell  here.  And  Con- 
gress, no  matter  how  much  it  may 
want  to  help  the  U.S.  steel  indus- 
try, cannot  forget  that  fact  since 
exports  to  Japan  provide  work  for 
many  of  its  constituents. 
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Is  TRW  a 
sports  car. . 


a  radio 
station . . . 


TR\\.'..thars  a .\cu  \ork. 
radio  station, isn't  it? 


TRW 


an 
airline 


U0,000,000  passengers 
flewTR\\'List\c<ii 


and  weVe  not  even  an  airline. 


TRW 


\     a  medical 
program? 


iroVs  latest  space  project: 
siting  Bob  Wilson  off  the  pacL 


TRW 


No. 
And  yes. 


TRW  is  part  of  many  major  industries. 

Electronics.  Systems.  Aerospace.  Automotive. 

And  other  growing  commercial  and  industrial  markets. 

We  call  this  "balanced  diversity."  And  the 

key  is  management  and  technology. 

It  adds  up  to  more  than  75,000  people  in  operations 

around  the  world. 

Almost  $1 .5  billion  in  annual  sales. 

One  of  America's  100  largest  corporations. 

And  one  of  the  fastest  growing. 

Next  objective? 

2.6  billion  dollars  annually  by  1972. 

For  more  about  how  TRW  is  blending  management  and  technology 

for  maximum  growth,  write  Investor  Relations  Department, 

TRW  INC.,  23555  Euclid  Avenue,  Cleveland,  Ohio  44117. 
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Leisure  and  Education 


It's  fashionable  to  thinly  of  them  as  new  basic  industries,  and  both  are 
hard  to  beat  for  growth  and  size.  But  making  them  pay  is  another  matter. 


Last  i'eab  Americans  spent  about  $200 
billion  to  amuse  and  inform  themselves 
— which  is  more,  believe  it  or  not, 
than  the  swollen  estimated  1968  fed- 
eral budget  of  $175.6  billion.  While 
amusement  and  education  may  sound 
quite  different,  both,  in  fact,  stem 
from  the  same  socioeconomic  trend: 
the  nation's  growing  leisure  and  afiBu- 
ence.  Increasingly,  Americans  have 
not  only  time  to  kill  but  money  to 
spend  in  killijig  it.  Hence  the  talk 
of  a  leisure-education  industry. 

Actually,  there's  no  such  thing. 
There  are  movie  companies  and  pub- 
lishers and  TV-set  makers,  camera 
producers  and  makers  of  sports  gear. 
What  they  add  up  to  is  not  an  in- 
dustry but  a  trend,  not  one  market 
but  a  series  of  markets,  where  suc- 
cess in  one  market  guarantees  noth- 
ing in  another.  For  example,  the  Times 
Mirror  Co.  of  Los  Angeles  publishes 
what  is  probably  one  of  the  most 
profitable  major  U.S.  newspapers.  But 
after  acquuing  the  money-making 
New  American  Library  in  1960,  it 
managed  to  lose  money  on  it  for  sev- 
eral years  until  it  learned  about  paper- 
back-book publishing  the  hard  way. 


On  the  other  hand,  extreme  speci- 
alization often  pays  off  handsomely. 
Take  Polaroid.  Almost  all  its  sales, 
97%,  come  from  cameras  and  film,  the_ 
great  bulk  of  it  for  amateurs.  Yet 
Polaroid  ranks  near  the  very  top  of 
not  only  its  own  industry  but  all  U.S. 
industry  {see  Yardsticks) . 

There  is  more  to  Polaroid's  success 
than  its  patents.  Management  has 
taken  great  pains  to  develop  its  mar- 
ket systematically  and  in  depth.  Un- 
til 1965,  for  example,  Polaroid's  pic- 
tures-in-seconds  cameras  were  priced 
for  the  top  30%  of  the  market.  But 
since  then  Polaroid's  heavily  pro- 
moted, new  low-priced  (under  $20) 
Swinger  has  given  the  company  good 
penetration  of  the  broad  segment  of 
the  market,  where  approximately  70% 
of  still  camera  sales  are  made. 

Polaroid's  Swinger  has  even  helped 
expand  the  mass  market  originally 
created  by  another  highly  profitable 
specialist,  Eastman  Kodak,  about  80% 
of  whose  revenues  come  from  photog- 
raphy. Very  few  companies  in  the 
Forbes  500  can  top  Kodak  for 
profitability  Growth  on  the  Yard- 
sticks,  one   reason   being   that   while 


» Polaroid  has  been  trading  the  con 
sumer  down,  Kodak,  already  success 
ful  with  its  low-priced  Instamati 
camera,  has  been  busy  trading  hir 
up,  particularly  in  highly  profitabl 
amateur  color  film.  Kodak's  sales 
professional  motion-picture  film  hav 
also  increased  by  two-thirds  in  th 
past  five  years  because  of  the  rapi( 
growth  of  color  TV. 

Specialization,  of  course,  is 
guarantee  of  Profitability — witnes 
Admiral,  which  gets  a  great  deal  o 
its  sales  from  the  booming  color-T^ 
market  but  managed  to  post  one  c 
the  worst  records  in  U.S.  industr 
{see  Yardsticks) .  What  counts  is  effec 
tive  speciahzation,  like  that  of  Magna 
vox  in  the  upper  end  of  the  color-T' 
market  and  Zenith  as  a  wide-lint 
high-volume  color-TV  maker  only 
little  behind  industry  leader  Radi 
Corp.  of  America.  In  fact,  even 
company  like  Motorola,  whose  coloi 
TV  operations  are  far  from  a  standou 
success,  has  been  largely  able  to  ofl 
set  it  with  a  second  successful  spt 
cialization  in  semiconductors  in  gen 
eral  and  integrated  circuits  in  pai 
ticular. 
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PROFITABILITY:  2nd  of  23.  GROWTH:  7th  of  23. 

RANKING:    A— RANKING  IN  FORBES  500         B— RANKING  IN  LEISURE  AND  EDUCATION  INDUSTRY 
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A 

B 
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A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Magnavox  Co. 

8 

(l) 

33.5 

8 

(1) 

31.4 

5 

(2) 

29.2 

52 

(2) 

20.5 

47 

(2) 

23.8 

Polaroid  Corp. 

12 

(2) 

30.4 

15 

(2) 

27.9 

4 

(1) 

30.5 

27 

(1) 

26.9 

22 

(1) 

35.9 

Eastman  Kodak 

?1 

(3) 

27.2 

25 

(4) 

23.9 

8 

(3) 

26.9 

62 

(3) 

19.1 

59 

(4) 

20.2 

Zenith  Radio 

^' 

'•,4) 

.'.4.7 

20 

(3) 

25.0 

11 

(4) 

24.9 

91 

(4) 

16.9 

109 

(7) 

16.0 

Dun  &  Bradstreet 

48 

&■ 

-  -    -: 

39 

(5) 

21.0 

20 

(5) 

21.3 

298 

(15) 

7.9 

289 

(12) 

7.2 

Mcfiraw-Hi!l  Inc. 

57 

(6: 

93 

(7) 

16.5 

31 

(6) 

20.0 

120 

(5) 

14.7 

161 

(10) 

11.9 

Radio  Corp.  of  Amer. 

se 

(7) 

20.3 

66 

(6) 

18.4 

114 

(10) 

13.4 

171 

(10) 

11.8 

95 

(5) 

16.9 

Time  Inc. 

m 

(8) 

■■>i\  1 

140 

(9) 

14.7 

93 

(8) 

14.2 

219 

(13) 

10.0 

197 

(11) 

10.2 

Columbia  Broadcast. 

77 

m 

127 

(8) 

15.2 

69 

(7) 

16.3 

208 

(12) 

10.2 

440 

(16) 

-0.5 

Motorola  inc. 

lOG 

(10 

202 

(12) 

13.3 

104 

(9) 

13.7 

122 

(6) 

14.4 

156 

(9) 

12.1 

Times  Mirror  Co. 

149 

(ii, 

159 

(10) 

14.2 

145 

(11) 

12.2 

143 

(7) 

13.5 

122 

(8) 

14.5 

Donnelley,  R.  R. 

214 

/I  - 

286 

(15) 

11.3 

152 

(12) 

12.0 

332 

(16) 

7.0 

311 

(13) 

6.4 

Amer.  Machine  And  F. 

224 

(Kv 

162 

(11) 

14.1 

362 

(16) 

7.3 

407 

(17) 

5.2 

359 

(14) 

4.5 

Outboard  Marine 

241 

f)-^ 

206 

(13) 

13.2 

190 

(13) 

10.9 

166 

(9) 

12.0 

97 

(6) 

16.9 

Bell  &  Howell 

312 

(:-^> 

L.i. 

256 

(14) 

11.9 

292 

(14) 

8.8 

202 

(11) 

10.5 

57 

(3) 

20.9 

American  Broadcast. 

355 

(16) 

10,4 

427 

(16) 

7.1 

334 

(15) 

7.8 

265 

(14) 

8.6 

423 

(15) 

0.9 

Admiral  Corp. 

468 

(17) 

5.5 

496 

(18) 

0.3 

448 

(17) 

5.5 

156 

(8) 

12.4 

485 

(18) 

-37.3 

Brunswick 

486 

(18) 

2.6 

455 

(17) 

6.2 
14.5 

487 

(18) 

2.3 

437 

(18) 

4.1 
11.9 

453 

(17) 

-2.8 

Industry  Median 

18.5 

13.6 

12.0 

A— In  FORBES  500.     B— In  Leisure  and  Education  industry.     'Includes  latest   12  month   Increase  vs.   1962-63-64  average. 
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■i  What  we  make  today 
makes  tomorrow  possible 


Meet  Mr.  Big.  The  coming  breed  of  jet  airliners. 
Larger  and  faster  than  any  ever  designed  for  com- 
mercial service.  They  will  carry  over  300  passen- 
gers in  the  multi-level  spaciousness  of  lounges, 
theatres,  private  suites.  Or  handle  over  100  tons 
of  cargo,  more  than  double  present  capacity.  And 
who's   on    board   every   flight?   The   "tomorrow" 


products  of  Engelhard  Minerals  &  Chemicals.  Just 
a  handful  of  the  nearly  3,000  products  of  the  gold, 
silver  and  platinum  family... and  various  ferrous 
and  non-ferrous  ores,  metals  and  minerals  used 
throughout  the  world.  All  available  in  forms  that 
make  today  profitable,  tomorrow  possible.  Keeping 
ahead  of  your  business  is  our  business. 


MINERALS  A  CHEMICALS  CORPORATION 

113  Aster  Street,  Newark,  New  Jersey  07114 


Gold 
and  silver  alloys 

for  brazing  jet  engine 
fuel  injection  assem- 
I  biles,  compressor  vane 
mbiies,  structural  joints. 

^._ted  leads  on  circuit 
s  guide  huge  automatic 
veting  machines  in 
:onstruction. 

I 
'Tile  clays,  the  key 

int  in  the  refining 
luel. 


I  supplies  for 
icturersof  criti- 
^ngine  parts. 

ng  spray  nozzles 

raft  main  pro- 
1^  umts. 


um  for  fuselage 
ction. 


Form-rolled  super- 
alloys  provide  more 
precise,  lower-cost  jet 
engine  components. 

Precision  thermo- 
couples measure  and 
accurately  control 
engine  temperatures. 

Platinum  catalysts, 

vital  to  the  production 
of  highest  quality 
hydrotreated  jet  fuels. 

Liquid  gold  coatings 

on  jet  engine  shrouds 
reflect  heat,  reduce 
high  temperatures. 


\\    ^ 


\a» 


Kaolin  clays  for  rein- 
forcing wire  and  cable 
coatings,  bonding  high 
temperature  ceramics, 
reinforcing  cabin  dec- 
orative plastics. 

Gold  contacts  for  re- 
lays to  control  fuel 
transfer  from  Internal 
wing  tanks  to  fuselage 
tanks. 


Mercury  for  tempera- 
ture gauges  on  control 
panels. 

Cobalt  for  alloying  re- 
quirements in  the  pro- 
duction of  turbine 
blades. 


Tungsten  for  high-tem- 
perature, corrosion- 
resista"nt  jet  engine 
components.   . 
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To  the  85,000  stockbrokers 

and  9,000  security  analysts 

who  have  not  studied 

SJational  Industries.  ' 


Maybe  there's  something  you 
should  know  about  this 

Kentucky  Conglomerate. 


We're  a  relatively  new  company.  In  five  years 
we've  grown  so  that  today  our  revenues 
are  in  excess  of  $275  million.  This  past  July 
we  were  listed  on  the  Big  Board.  We  operate 
107  facilities,  coast-to-coast. 

We're  predominantly  in  basic  businesses  such 
as  food  products,  soft  drinks,  department 
stores,  energy  products,  institutional  furniture 
and  equipment,  appliances,  leisure  headwear, 
business  insurance,  toys,  and  steel 
warehousing.  We're  running  every  one  of 
these  at  an  increasing  profit. 

Our  objective  is  to  grow  quickly  but  solidly,  by 


acquiring  well-managed,  recession-resistant 
companies  which  we  can  help  to  become 
stronger  and  more  prosperous. 

More  specifically  our  objective  is  to  be  a  half- 
billion  dollar  company  in  1970. 

If  you  are  one  of  the  thousands  of  stockbrokers 
and  financial  analysts  who  does  not  know 
about  National  Industries,  we  will  be  glad  to 
send  you  complete  information. 
Just  address  your  request  to 
Stanley  Yarmuth,  President, 
National  Industries  Inc.,  P.O.  Box  1037, 
Louisville,  Kentucky  40201. 
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Both  Zenith  Chairman  Joseph  S. 
Wright  and  Magnavox  President  R. 
H.  Piatt  seem  to  think  that  it  would 
take  a  great  deal  to  hurt  their  Profit- 
ability. "Even  with  the  sales  we've 
been  having,"  said  Piatt,  "only  about 
30*?  of  the  homes  in  the  country  have 
color  T\'.  We  think  the  market  has 
a  long  way  to  go." 

So  does  RCA  President  Robert  W. 
Samoff,  who  has  even  more  riding  on 
color  TV'.  For  not  only  has  it  given 
RCA  its  nice  showing  on  the  Forbes 
Yardsticks,  it  has  also  enabled  RCA 
to  carry  its  costly  computer  operation 
while  branching  out  into  book  pub- 
lishing and  education,  making  the 
ci)mpany  more  of  a  "creator,  collector, 
storer  and  transmitter  of  information." 
But  even  Samoff  grants  that  break- 
ing into  the  education  business  has 
been  tough.  "I  think,"  he  said,  "that 
the  whole  field  of  electronic  education 
is  going  to  develop  a  lot  more  slowh 
than  any  of  us  thought." 

Even  sophisticated  Time  Inc.  has 
had  its  troubles  in  the  education  field, 
for  all  its  earlier  successes  in  diversi- 
f\  ing  into  broadcasting,  paper  produc- 
tion and  book  publishing.  But  broad- 
casting is  a  natural  monoply  where  the 
only  necessity  is  to  acquire  channels 
early  enough;  paper  manufacture 
could  scarely  help  being  successful 
'With  the  aid  of  orders  from  the  Time 
Inc.  magazines;  and  Time  Inc.'s 
book  publishing  success  stemmed 
rom  having  both  an  existing  staff 
capable  of  producing  books,  plus  the 
customer  lists  to  which  they  could  be 
sold  by  mail.  Thus  it  is  hardly  sur- 
prising that  these  diversifications  now 
probably  account  for  at  least  a  third 
if  earnings,  which  on  a  per-share 
basis  have  grown  slightly  faster  than 
evenues   {see  Yardsticks). 

But  Time  Inc.  has  yet  to  make  a 
50  of  General  Learning,  launched  in 
1965  jointly  with  General  Electric. 
L's  losses,  plus  advertising  declines, 
Jipped  Time  Inc.'s  margins  in  1968. 
rhe  purchase  of  book  publisher  Lit- 
:le,. Brown  (1967  sales:  Sll  million) 
nay  strengthen  Time  Inc.'s  continued 
push  into  book  publishing,  but  its 
sfFect  is  yet  to  be  felt.  So  is  Time's 
ecent  entry  into  movies  as  a  part- 
)WTier  of  M-G-M. 

Time  Inc.'s  troubles  look  sUght, 
lowever,  compared  with  those  of  the 
Columbia  Broadcasting  System,  whose 
Yardstick  showing  reveals  its  failure 
o  diversify  soon  enough.  True,  CBS' 
ive-year  return  on  equity  is  almost  as 
;ood  as  Time  Inc.'s;  but  in  its  aver- 
ige  Growth  in  earnings  per  share 
ranks  a  miserable  440th.  One 
eason:  While  CBS'  big  outside 
nove,  the  1967  purchase  of  Holt, 
linehart  &  Winston,  gave  it  one  of 


Target.  To  fhe  taxpayer,  ed- 
ucation is  a  burdensome  cost. 
To  big  business,  it  is  an  allur- 
ing market.  The  boy  pictured 
here  is  at  an  instructional  ter- 
minal, the  other  end  of  which 
is  an  RCA  computer.  The  aim: 
not  to  replace  the  teacher 
but  to  help  him  handle  the 
huge  increase  in  students 
from  grade  school  to  college. 


the  top  textbook  houses,  the  cost  of 
$266  million  in  stock  diluted  earn- 
ings. And  Holt,  Rinehart  has  not  off- 
set the  leveling  in  CBS'  basic  busi- 
ness, where  it  is  getting  costlier  each 
year  to  stay  on  top  in  the  race  for 
audience  ratings. 

Even  old  publishing  pro  McGraw- 
Hfll,  the  nation's  largest  publisher  of 
business,  technical  and  scientific  books 
and  magazines,  has  had  its  lumps  di- 
versifying. In  the  past  decade  its  reve- 
nues have  almost  quadrupled  to  an 


estimated  $350  million  last  year  partly 
because  of  the  boom  in  college  text- 
books, partly  because  of  its  1966  ac- 
quisition of  Standard  &  Poor's,  which 
made  it  the  largest  publisher  of 
business  and  financial  data.  But  its 
five-year  annual  average  growth  in 
earnings  per  share  has  lagged  some- 
what behind  its  growth  in  revenues 
(see  Yardsticks). 

Moreover,  after  years  of  growth,  the 
educational-material  business  turned 
down  in  1967,  a  trend  that  may  even 
continue  through  1969.  Caught  be- 
tween this  and  declining  advertising, 
McGraw-Hill's  per-share  earnings  were 
down  12%  in  the  first  nine  months  of 
1968  from  the  same  1967  period. 

Volatility  Plus 

Big  communications  complexes  like 
McGraw-Hill  were  not  the  only  ones 
to  suffer  from  such  ups  and  downs. 
Take  the  fast-growing  submarkets  for 
participant  activities — everything  from 
hiking  to  surfing,  skiing  to  golfing. 
Such  participation  activities  are  nota- 
bly subject  to  habit,  custom  and  fad, 
which  can  nearly  wreck  a  company 
committed  to  producing  the  kinds  of 
specialized  equipment  that  partici- 
pation sports  require.  A  classic  case 
in  point  is  the  bowling  boom  in  the 
Fifties  from  whose  decline  both 
Brunswick  and  American  Machine  & 
Foundry  have  yet  to  recover.  Bruns- 
wick, for  example,  had  gone  into 
everything  from  medical  supplies  to 
outboard  motors,  but  it  is  still  close 
to  the  bottom  of  the  500  companies 
surveyed  by  Forbes. 

AMF  is  also  still  looking  for  another 
product  like  its  once  fabulously  suc- 
cessful Automatic  Pinspotter  (bowling 
products  still  account  for  18%  to  20% 
of  AMF's  worldwide  sales).  Two 
months  ago  Chaiiman  Rodney  C.  Gott 
announced  the  proposed  acquisition 
of  Harley-Davidson,  the  Milwaukee 
motorcycle  maker  also  being  sought 
by  Bangor  Punta  Coip.  But  whether 
it  would  be  a  good  deal  is  hard  to 
say.  Harley-Davidson  itself  hasn't 
been  the  same  since  the  Japanese 
practically  took  over  the  U.S.  moU.'i- 
cycle  market  in  the  early  Sixties. 

The  company  that  has  coped  best 
with  the  ups  and  downs  of  the  do-it- 
yourself  recreation  market  is  Out- 
board Marine  Corp.,  maker  of  Evin- 
lude  and  Johnson  outboard  motors. 
OMC's  Profitability  ranking  (see 
Yardsticks)  stems  from  more  than  just 
its  diversifications  into  lawnmowers 
(1952),  chain  saws  (1956),  inboard- 
outboard  motors  ( 1961 ) ,  snowmobiles 
(1964)  and  tent-trailers  (1967).  Its 
real  edge  comes  from  the  market- 
ing and  production  efficiency  it 
achieves  by  using  virtually  the  same 
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small  engines  in  a  variety  of  products. 
OMC  also  exhibited  a  nice  sense  of 
timing  with  reference  to  its  various 
markets,  which  is  more  than  Bell  & 
Howell  can  say.  A  decade  ago  B&H 
completely  misjudged  the  market  on 
one  basic  product,  the  amateur  movie 
;  amera.  Since  then  it  has  righted  it- 
.  cilf  by  going  into  such  areas  as  elec- 


tronics, business  machines  and  process 
controls,  where  sheer  technical  crea- 
tivity counts  for  more  than  sophistica- 
ted market  judgment.  But  now  B&fl 
is  moving  into  education  with  teach- 
ing machines,  textbooks  and  other 
educational  materials. 

Will    it   pay    off?   B&H    Chairman 
Peter    Peterson   obviously    thinks    so, 


but  it  is  at  least  questionable.  If 
any  one  single  characteristic  applies 
to  all  the  leisure  and  education  sub- 
markets,  it  is  that  all  of  them  are 
complex,  changing  and  unpredictable. 
In  such  an  environment,  the  company 
-that  svuvives  and  prospers  is  more 
likely  to  be  the  deft  marketer  than 
the  technical  innovator.  ■ 


V. 


SYBARITION:  NEW  INDUSTRY? 


When  the  motor  car  came  along, 
there  was,  naturally,  no  word  for 
it,  so  Americans  created  one  from 
mixed  Latin  and  Greek  roots:  auto 
from  the  Greek  for  self;  mobile 
from  the  Latin  for  movable.  The 
same  with  television:  tele  from  the 
Greek  for  distant;  vision  from  the 
Latin  for  seeing. 

Now  we  have  the  burgeoning 
of  what  is  variously  known  as  the 
"knowledge  and  entertainment"  or 
"leisure-time"  business.  Every- 
body's trying  to  get  into  it.  But 
these  are  clumsy  terms  to  describe 
an  industry,  so  Forbes  suggests 
'"sybarition." 

We  derive  it  from  the  name  of 
the  ancient  Greek  city,  Sybaris, 
whose  inhabitants  were  known  as 
Sybarites,  a  term  that  has  entered 
the  Enghsh  language  to  describe 
people  who  devote  their  time  and 
energies  to  enjoying  themselves — 
not  only  sensually  but  intellectualU  . 


Isn't  that  what  we  are  dealing 
with  here?  The  sybaritization  of 
American  society?  Or  sybarition. 

That  it  is  a  potentially  big  busi- 
ness and  not  just  an  attitude  grows 
naturally  out  of  the  interaction  of 
the  American  ethic  and  the  new- 
found leisure.  While  American  so- 
ciety is  nibbling  at  the  forbidden 
fruits  of  permissive  sex,  of  drugs, 
of  exotic  dress,  of  just  plain  lolling 
around,  these  are  all  Hippie,  far- 
out  activities.  For  the  majority  of 
our  people,  the  Puritan  lives  on  in 
their  leisure  hours.  People  feel 
guilty  doing  nothing,  overeating, 
overdrinking  or  overindulging  in 
sex.  So,  in  the  words  of  the  socio- 
logists, they  "structure"  their  lei- 
sure time;  that  is,  they  fill  it  with 
purposeful,  though  often  frenetic 
activity.  They  rush  from  the  golf 
course  to  the  swimming  pool  to 
the  sailboat  on  a  summer  after- 
noon.  Or  thev  take  a  mad  drive 


over  icy  roads  after  a  hard  day's 
work  to  be  on  the  ski  slopes  earl\- 
of  a  winter  Saturday.  They  fill 
bookcases  with  books,  record  cabi- 
nets with  records  as  protection 
against  the  odd  moment  when  they 
may  have  nothing  to  do. 

The  interaction  of  leisure  and 
the  Puritan  ethic  has  created  a  big 
opportunity  for  business;  not  for 
nothing  are  shrewd  companies 
rushing  to  create  "leisure-time  ac- 
tivities" divisions,  moving  across 
traditional  boundaries,  from  elec- 
tronics into  publishing,  from  pub- 
lishing into  motion  pictures  and  so 
on.  And  others  will  follow. 

If  Americans  want  to  structure 
their  leisure  time,  why  not  sell 
them  the  things  to  structure  it 
with:  riding  lawnmowers;  tape- 
recorders;  home  education  courses; 
books;  records;  sailboats  and  other 
articles  yet  to  be  invented. 

Enter  the  age  of  sybarition. 


J 
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Keystone 

is  big  in  food  with  non-food  products: 


;'s  not  a  calorie  in  our  output  but 
we  do  put  out  makes  the  food  indus- 
ow.  And  us,  too.  Keystone  sales  have 
;d  25'  c  in  the  past  four  yeairs.  Much 
n  the  fast-moving  food  field. 

Keystone's  new  Stockade  Panels. 

ve  become  the  preferred  brand  for 
ock  confinement.  Or  how  about  our 
cs  for  in-store  packaging  and  attrac- 
lome  food  appliances.  Or  consider 
;one  shopping  carts.  Keystone  oven 

Keystone  refrigerator  locks,  kitchen 
/are  and  other  products  for  food  pro- 
)n,  merchandising  and  preparation. 

an  depend  on  Keystone  to  be  where 
tion  is.  Serving  more  and  more  growth 
cries  from  25  plants  in  14  states. 


Perhaps  we  ean  help  you  grow,  too.  For 
more  details  about  Keystone  products  and 
services,  write  for  our  annual  report. 
Keystone  Consolidated  Industries,  Inc., 
Peoria,  Illinois  61607. 


A  Keystone  Kitchen!  Attractive  hardware  for 
cabinets  and  appliances;  molded  plastics  such  as 
handles  for  utensils;  covers  for  food  dishes;  and 
special  wire  for  racks  and  grills,  plus  many, 
many  more. 


k.a«fe^^:' 


Pulls, 

Plastics, 

Panels 


Modern  confinement  feeding  is  simpler  than  ever  with  new 
high  strength  Red  Brand  Stockade  Panels  by  Keystone. 


Keystone  Consolidated  Industries,  Inc. 
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NATIONAL  LOCK 

ROCKFOflO.    ILLINOIS 


CHICAGO 

Steel&Wire 


BRODEfllCK  g    BASCOU   ROPE   CO. 


^WUJUVJdSTATES 


KEYSTOnE 

STIELG  WIRE  Division 


Information  Processing 


Ttie  competition  was  moving  faster  and  more  sidllfully  tiian  before, 
but  it  wasn't  fiaving  much  /uc/(  in  closing  up  IBM's  commanding  lead. 


1  Xerox  Coip.  and  International 
business  Machines  Corp.  setting  the 
pace,  the  industry  delivered  on  its 
growth  promises  with  sparkling  earn- 
ings gains.  In  addition  to  Xerox,  Con- 
trol Data,  SCM,  Burroughs  and  Sperry 
Rand  all  ranked  in  the  top  50  of  the 
Forbes  500  in  five-year  earnings 
growth.  The  .ndustry's  five-year  earn- 
ings growth  was  an  impressive  16. 6f. 

Some  of  the  biggest  news  of  the 
\ear,  however,  was  mergers:  one  that 
went  through  and  one  that  didn't. 
Control  Data  absorbed  Commercial 
Credit  Corp.  Xerox'  proposed  mar- 
riage to  C.I.T.  Financial  fell  through. 
While  the  deals  differed  in  many  im- 
portant respects,  they  reflected  a  fun- 
damental fact:  To  maintain  growth 
of  20%  or  so  a  year  a  company  must 
come  up  with  a  constant  stream  of 
mone\'  to  finance  new  markets.  Credit 
companies  have  lots  of  money,  which 
is  why  they  are  attractive  acquisitions 
for  companies  in  the  fast-growing  in- 
fomiation  processing  companies. 

The  need  for  capital  is  often  press- 
ing. Despite  its  glamour  image,  the 
information  processing  industry  ranks 
only  sixth  in  five-year  return  on 
equity  among  Forbes'  23  industries. 
In  die  early  and  mid-Sixties  all  the 
companies  invested  huge  sums  to  cap- 
ture a  bit  of  the  fast-growing  com- 
puter and  copying  markets. 


The  big  money  involves  big  risks. 
Among  those  companies  that  did  well, 
many  succeeded  mainly  on  the 
strength  of  only  one  or  two  machines. 
Take  Sperry  Rand.  Much  of  its  im- 
pressive profitability  gain  is  due  to  its 
spectacularly  successful  1108.  An  ex- 
pensive ($40,000  a  month  and  up) 
communications-oriented  computer, 
the  1108  was  the  single  biggest  reason 
why  Chairman  J.  Frank  Forster  could 
say  regarding  his  computer  division 
that  "despite  claims  to  the  contrary, 
Univac  now  leads  everyone  but  IBM 
in  revenues  and  profits."  But  Sperry 
Rand  was  also  broadening  its  line  by 
adding  the  9400,  the  third  computer 
in  its  9000  series. 

Control  Data's  recent  success,  too, 
was  largely  built  around  a  single 
machine,  the  6600.  Aimed  at  the 
large-scale  scientific  computer  market, 
the  success  of  the  6600  put  Control 
Data  among  the  50  fastest-growing 
companies  in  the  Forbes  500.  Presi- 
dent William  C.  Norris  indicated  that 
Control  Data  plans  to  widen  its  su- 
percomputer lead  with  its  new  7600, 
which  is  four  to  six  times  faster  than 
even  the  6600. 

The  risks  are  obvious:  Let  that 
single  machine  lose  ground  and  all 
is  lost.  In  this  context  the  83.6-billion 
assets  of  Commercial  Credit  will 
help  Norris  finance  the  7600.  For  ex- 


ample, it  will  enable  Control  Data  to 
lease  out  a  higher  proportion  of  ma- 
chines. In  the  past  Control  Data 
sometimes  passed  up  lease  orders 
because  of  their  slow  payback. 

But  the  major  impact  of  Commer- 
cial Credit  is  far  broader.  The  broad- 
ened financial  base  gives  Norris  the 
chance  to  try  to  move  Control  Data 
out  of  its  supercomputer  niche  into 
general  business  computing.  Is  this 
what  Norris  has  iji  mind?  Probably, 
yes.  The  company  hopes  to  introduce 
small  and  medium-sized  business  com- 
puters. This  will  put  it  in  headon  com- 
petition with  IBM. 

Small  IBMs 

While  Control  Data's  maneuvers  are 
the  most  spectacular  in  the  industry, 
its  broad  strategy  is  not  unusual.  It 
is  just  too  risky  to  depend  on  a  single 
machine  or  market.  To  compete  with 
IBM  for  a  market  that  will  probably 
double  by  1973,  most  of  its  competi- 
tors are  trying  to  build  product  lines 
as  broad  as  IBM's. 

Honeywell  is  a  good  example.  Sixth 
in  the  computer  industry  in  five->ear 
return  on  equity,  Honeywell's  com- 
puter profitability  has  come  largely 
from  the  H-200,  which  it  introduced 
in  1963,  cutting  into  IBM's  1401  mar- 
ket. But  sales  of  the  H-200  have 
(Continued   on   page   181) 
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PROF/ Ta BIL ITY:  6th  of  23.  GROWTH:  2nd  of  23. 

RANKING:     A— RANKING  \H  FORBES  500         B— RANKING  IN  INFORMATION  PROCESSING  INDUSTRY 


S-year 
a»«rag>>  return  on 
stockholders'  equity 


Company 


Rank 
A        S 


poj, 

rent 


Xerox  Corp.  2  (1) 

Intl.  Business  Mach.  5?  (2) 

Radio  Corp.  of  America  &E  (3) 

General  Electric  128  (4) 


43.6 
20.8 
20.3 


Addressograph-Mult. 
Honeywell  Inc. 
Harris  Intertype 
Burroughs  Corp. 


162 

169 
205 
207 


(7) 


Natl.  Cash  Register 
Sperry  Rand 
Control  Data 
SCM  Corp. 


346 
350 
371 
424 


(9j 
(10) 

ai) 

(12) 


Industry  Median 


10.1 

8.1 

14.0 


Latest  12-nionth 

return  on 
stockholders'  equity 


5-year 
combined  return  on 
debt  and  equity 


5-year* 

annual  increase 

in  sales 


Rank 
A         B 


Per- 
cent 


Rank 
A         8 


Per- 
cent 


Rank 
B 


Per- 
cent 


11  (1) 

37  (2) 

66  (3) 

141  (6) 


30.3 
21.2 
18.4 
14.7 


16 

45 

114 

107 


(1) 
(2) 
(5) 
(4) 


22.0 
18.1 
13.4 
13.7 


19 

80 
171 
214 


(3) 
(5) 
(8) 
(10) 


34.9 
17.5 
11.8 
10.1 


134  (5)  15.0 

^01  (8)  13.3 

142  (7)  14.7 

111  (4)  15.9 

369 
'Vi 


95 
211 
145 
231 


(3) 
(7) 
(6) 
(8) 


14.1 
10.5 
12.2 
10.1 


164 

141 

31 

249 


(7) 
(6) 
(4) 
(11) 


12.1 

13.6 

24.8 

9.1 


(11) 
(9) 
(12) 

(10) 


9.2 

12.2 

8.4 

9.6 

14.7 


290 
340 
393 
322 


(9) 
(11) 
(12) 
(10) 


8.9 

175 

(9) 

11.7 

7.8 

424 

(12) 

4.7 

6.6 

16 

(2) 

38.5 

8.1 

11 

(1) 

46.3 

11.4 

12.9 

A— In  FORBES  500.     B— In  Information  Processing  industry.      'Includes  latest   12  month   increase  vs.   1962-63-64   average. 


5-y«ar* 
annual  increase  in 
per-s'iare  earnings 


Rank 
A    B 


Per- 
cent 


24  (2)  32.4 

105  (7)  16.3 

95  (6)  16.9 

371  (12)  4.2 


255  (9)  8.5 

321  (11)  6.1 

160  (8)  11.9 

29  (3)  28.8 


258   (10)    8.3 
37   (4)   26.1 
(1)   42.4 
(5)   22.7 
16.6 


17 
49 
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Jo  wonder  Buick  owners  keep  selKng  Buicks  for  us. 


What  do  you  do  when  you 
me  face-to-face  with  the  car  that 
lick  owners  talk  most  about? 
m  take  one  good  look  at  the  1969 
lick  LeSabre. 

And  you  start  believing. 

Those  side  vent  windows 
gone.  The  wind  noise  and  drafts 
By  cause  have  been  eliminated. 
ja  1969  Buick  LeSabre,  you 
joply  sit  back  and  let  the  new 
jper  level  ventilating  system 
'liver  loads  of  airy  comfort. 


How  about  that  remarkable 
new  suspension  system  you've 
heard  about?  You've  heard  right. 
The  1969  LeSabre  does  drive  even 
better  than  it  looks.  Those  Buick 
engineers  have  added  even  surer, 
straighter  tracking  to  LeSabre's 
traditionally  smooth,  comfortable  ride. 
.     What  about  that  big  350  cubic 
inch  V8  under  the  hood  of  the  1969 
LeSabre?  The  one  that  runs  on  regular 
gas?  It  is  the  perfect  blend  of  perfor- 
mance and  economy  that  Buick 


owners  talk  about. 

Then  there's  that  long, 
impressive  list  of  GM  safety  features 
to  consider.  Features  like  push-button 
operated  seat  and  shoulder  belts  and 
an  energy-absorbing  steering  column. 

Those  Buick  owners  are  right. 
The  1969  Buick  LeSabre  is  one  of  the 
finest  automobiles  ever  offered.  One 
of  the  greatest  values  ever  offered. 

What's  it  take  to  make  you  a 
believer?  A  trip  to  your  Buick  dealer 
should  be  enough.  He's  waiting. 


Wouldn't  you  really  rather  have  a  Buick? 


)  Mrs.  Violet  Anderson  claims  to  Kave  smoked  he'  first  cisarette  on  May  19, 1910.  ..in  the  attic  of  her  granofathers 
farmKousc.  ®  Cynthia  Irene  Bell  smoked  her  first  cisarctte  behind  the  old  barn  out  back  on  Jan,  4, 1912  It  was  cold. 
(3)  Myrna  F.  Phillips  confesses  she  smoked  March  4  or  5, 1911,  out  m  the  country,  where  only  a  squirrel  and  a  b'^d 
could  see  her.  The  others  offered  no  comment."  Vfeu'vc  come  a  long  way.  Now  there's  a  new  slim  filter-agarette 
that's  al!  your  own. 


NewVir^inia  Slims. 


WUt  i[  thil 


I  norm*!  ordinary  dgvctU 

"*  womtn'i  cigarette"?  No.  Wc  tiller  it 

imcn.  Wc  tailor  II  for  the  Icmlnhc  hir^d. 

,  r\ii  SilTM  ire  illmmer  thin  tKe  fit  dsirtttci 

mm  iffloke  They  hive  the  lund  ol  fliver  women 

like-rich,  n^ild  Vlrjlr^li  llivor. 

Rafylar  ar  MtntM 


I     ^if 


"lUr^^ 


\ 


yxiVecome 
along  way. 


The  disadvantages 

of  advertising 
Bensor^W^edges 


Great  ads 
add  up. 


In  the  5-year  period  shown,  total  revenues  of  Philip  Morris  Incorporated  have 
grown  58%,  and  earnings  per  share  more  than  100%. 

Advertising  is  important,  but  it  isn't  everything,  of  course.  The  growth  of 
'Philip  Morris,  like  that  of  any  diversified  company,  comes  from  many  sources 
—  in  this  country  from  Philip  Morris  U.S.A.  and  Philip  Morris  Industrial, 
overseas  from  Philip  Morris  International.  The  simple  fact  is  that  each  year, 
Philip  Morris  Incorporated  has  sold  more  quality  products,  and  has  earned 
more,  than  in  each  preceding  year. 

At  Philip  Morris,  our  aim  is  to  make  all  our  activities  add  up.  They  contin- 
jed  to  add  up  in  the  first  nine  months  of  1968. 


ne-Year  Highlights 

1001 


1963  1964  1965  1966 


1967 


First  Nine  Months 

(000) 


1967 


1968 


%  Change 
1968  vs.  1967 


perating 
tevenues 

$585,059 

$641,439 

$704,544 

$771,975 

$904,841 

ederal  and 

therlncome 

axes 

24.677 

21,852 

25,914 

30.961 

37,716 

let  Earnings 

22.052 

22.614 

26,509 

34.183 

43,602 

€t  Earnings 
er  Share 

1.97 

2.02 

2.38 

3.08 

3.94 

$672,633 


$753,198 


-12,0 


27,924 


37,791 


+353 


31,583 


35,713 


-131 


2,83 


3.20 


+  13.1 


!^hilip  Morris, 
I  Growing 
IVorld-WideGompany. 


Philip  Morris  incorporated 

100  Park  Avenue 
New  York,  New  York 


The  birthplace  of  the  great  Ohio  River,  child 
of  mountain-spawned  Allegheny  and  Monongahela 
. .  .  one  of  our  busiest  inland  ports.  An  old  city  known 
for  its  steelmaking  and  bluechip  corporate  wealth.  But 
also  a  city  with  a  young  spirit  and  shiny  new  industries 
...  a  "renaissance  city"  with  a  future  as  bright  as  its 
new  Golden  Triangle.  Look  closely.  Pittsburgh  is  also  our  city. 

You'll  find  Phelps  Dodge  high-voltage  cables  feeding 
power  to  the  Golden  Triangle,  to  the  mills  and  factories 
fronting  the  rivers.  Our  buried  power  cables  service  the 
surrounding  suburbs. 

Phelps  Dodge  telephone  and  coaxial  CATV  cables 
.  .  .  our  aluminum  conduit  and  low-voltage  building 
wire .  . .  our  gas,  plumbing  and  refrigeration  pipe  and  tubing 
serve  homes,  offices,  plants  and  stores  everywhere.  You'll 
also  find  Phelps  Dodge  magntr  '■    -,-_  png  of  our  more 
important  "hidden  conductor-.- ,  he  production  lines  of 

Pittsburgh's  manufacturers. 

In  Pittsburgh    .  .  and  all  across  the  land,  you'll  find  our  copper, 
aluminum  and  ai'  'y  products  har."?  at  work. 


COPPER.  ALUMINUM 
AND  ALLOY  PRODUCTS 


^ 


(Continued  from  page  176) 

been  tapering  off.  So  Honeywell  took 
three  important,  yet  typical,  steps: 

First,  in  an  attempt  to  sweep  around 
IBM's  low-price  flank,  it  introduced 
the  H-110  computer,  priced  just  un- 
der IBM's  cheapest  360.  Second,  it 
announced  the  H-4200  and  H-820() 
computers,  larger-scale  machines  ihat 
compete  with  the  IBM  360  Models 
40  and  50  and  above.  This  increased 
the  Honeywell  computer  family  to 
nine  models.  Finally,  Chairman  James 
H.  Dinger  combined  his  computer 
and  communications  operations  into 
one  group.  "Computers  and  commun- 
ications will  be  much  more  integrated 
in  the  Seventies,  so  it  made  sense  to 
make  the  move  now,"  said  Marketing 
\'ice  President  Robert  P.  Henderson. 

Communications  was  one  of  the 
biggest  things  in  information  process- 
ing last  year.  The  idea  is  to  use 
c-omputers  to  help  tie  together  the 
increasingly  far-flung  operations  of  big 
business.  The  computer  must  be 
capable  of  sending  and  receiving 
data  from  literally  hundreds  of  dif- 
ferent and  distant  points. 

These  expansion  moves  had  their 
long-term  risks  for  Honeywell.  Be- 
cause of  high  marketing  costs,  there 
is  limited  profit  in  small  computers. 
Introducing  medium-scale  computers 
puts  Honeywell  squarely  up  against 
the  IBM  360  line  and  IBM's  best  mar- 
keting muscle.  Linking  communica- 
tions and  computers  involves  extreme- 
I>  large  software  expenditures. 

But  like  everyone  in  the  industry, 
Binger  wants  sales  growth.  By  1975 
he  hopes  to  increase  computer  division 
revenues  from  their  current  level  ot 
around  $300  million  to  $1  billion.  To 
do  so  he  has  to  keep  bringing  out  the 
products. 

Talking  Computers 

lifsides,  e\eryone  else  was  doing 
nmch  the  same  thing.  "We  are  putting 
increasing  emphasis  on  communica- 
tions-oriented computers,"  said  James 
R.  Bradburn,  the  head  of  Radio  Corp. 
of  America's  computer  group.  Initially 
RCA,  more  than  any  other  company, 
had  devised  a  frontal  attack  on  the 
cream  of  the  IBM  360  market.  By 
offering  lower  prices,  faster  deliver>' 
and  almost  identical  programming, 
RCA  has  had  moderate  success.  But 
last  year  more  than  90%  of  RCA's  sales 
were  to  customers  planning  to  hook 
their  computers  to  communications 
systems.  On  top  of  that,  RCA  made 
its  first  big  move  into  time-sharing,  a 
type  of  communications-oriented  com- 
puter, by  making  its  first  deliveries  of 
its  Spectra  70/46. 

National  Cash  Register  also  had  a 
new  look  in  1968.  In  March  it  intro- 
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Big  Job.  Companies  have  high  hopes  fhaf  ihey  can  develop  compufer/zed 
management  information  systems.  Theoretically,  then,  an  executive  will 
merely  press  a  button  to  get  a  sales  forecast  or  an  inventory  level.  But 
whether  these  systems  become  a  reality  depends  on  the  ability  of  systems 
analysts  (above)  to  tell  the  computer  exactly  how  the  company  operates. 


duced  the  first  two  models  of  its  long- 
awaited  Century  series.  Designed  to 
compete  with  the  low  end  of  the  IBM 
360  line,  they  sold  briskly — an  esti- 
mated 1,000  orders  in  the  first  nine 
months.  But  the  computer  industry's 
leasing  tradition  took  its  toll,  reducing 
NCR's  1968  return  on  equity  by  1..3 
points  from  its  five-year  average. 
NCR  also  made  its  biggest  move  into 
communications  by  paying  about  $58 
million  in  stock  for  Electronic  Com- 
munications Inc.  "There  is  clearly  go- 
ing to  be  a  growing  emphasis  on  com- 
munications in  business  computer 
systems,"  said  NCR  President  R.  Stan- 
ley Laing. 

One  company  that  was  already  in 
communications  was  General  Electric. 
The  GE  time-sharing  division  was  still 
the  bright  spot  in  GE's  computer  busi- 
ness. With  an  estimated  40%  of  the 
$100-million-a-year  computer  utility 
time-sharing  market,  it  was,  according 
to  GE,  "very  successful."  And  with 
the  computer  utility  time-sharing  busi- 
ness growing  at  50%  per  year,  GE  was 
obviously  counting  on  lots  of  growth. 

Overall,  however,  the  rest  of  GE's 
L-omputer  business  was  still  in  the  red, 
though  J.  Stanford  Smith,  appointed 
GE's  Information  Systems  Group  boss 
two  years  ago,  reported  that  losses 
were  being  reduced.  There  were  also 
new  faces  at  GE.  To  head  up  two  of 
his  four  divisions.  Smith  brought  in 
outsiders  John  W.  Haanstra  from 
IBM  and  Richard  M.  Bloch,  a  former 
Honeywell  man. 

At  Burroughs  the  basic  shape  of 
its  B500  line  had  already  been  estab- 


lished, due  to  its  early  commitment 
to  multiprogramming  and  multipro- 
cessing (Forbes,  Nov.  1,  1968).  Presi- 
dent Ray  W.  Macdonald  had  concen- 
trated on  tying  together  his  computer 
business  and  his  accounting-machine 
business.  This  began  to  pay  off  in 
1967  when  Burroughs  snagged  more 
than  $80  million  worth  of  banking 
orders  in  Great  Britain  in  direct  com- 
petition with  IBM.  Despite  record 
1967  orders,  in  the  first  three  quarters 
of  1968  Burroughs  computer  orders 
were  up  another  72%.  It  was  clear 
that  Burroughs,  as  long  as  it  could 
keep  its  delivery  promises,  had  come 
up  with  a  computer  line  that  could 
compete  with  IBM  pretty  much 
across  the  board. 

Budging  the  Giant 

What  effect  did  these  develop- 
ments have  on  IBM?  Certainly  they 
have  yet  to  cut  into  IBM's  market 
share.  EDP  Irtclustry  Report  estimates 
than  in  1988  IBM  shipped  about  $5.2 
billion  worth  of  computers,  over  75% 
of  the  industry  total  and  slightly  above 
its  historical  70%  share. 

Yet  there  was  an  impact  of  stepped- 
up  competition.  Early  last  year  IBM 
introduced  the  360  Model  25  comput- 
er to  strengthen  the  low  end  of  the 
product  line  against  competition  from 
Honeywell,  Univac,  NCR  and  GE. 
In  the  fall  IBM  curtailed  production 
of  its  360  Models  30  and  40  com- 
puters, the  original  backbone  of  its 
360  product  line.  Tiiis  meant  that 
IBM  would  probabh  soon  introduce 
faster  versions  of  these  machines. 


IBM's  biggest  problem  in  1969  is 
likely  to  be  Control  Data's  lawsuit 
accusing  IBM  of  monopolistic  prac- 
tices. This  comes  on  top  of  a  Justice 
Department  study  of  IBM. 

The  companies  that  caused  the  big- 
gest problem  for  IBM  in  1968,  how- 
ever, are  not  big  enough  to  make  the 
Forbes  500.  These  were  the  leasing 
companies  that,  during  the  year, 
purchased  an  estimated  $1  billion 
worth  of  360  computers  from  IBM. 
■  Normally  IBM  leases  most  of  its  com- 
puters, with  profits  gradually  appear- 
ing only  after  a  machine  has  been  on 
rental  for  two  or  more  years.  The 
unprecedented  volume  of  outright 
purchases,  most  by  leasing  compa- 
nies, gave  IBM  a  spectacular  total 
gross  earnings  gain  of  over  30%.  But, 
long  range,  these  sales  would  cut  into 
IBM's  future  lease  income.  Thus, 
warned  Chainnan  Thomas  J.  Watson 
Jr.,  the  15.8%  increase  in  gross  rental 
and  service  income  was  a  "better 
meastu-e"  of  the  company's  growth 
than  the  30%  gain. 

Watson  doesn't  hke  this  artificial 
earnings  surge.  It  plays  havoc  with 
IBM's  careful  growth  plan.  Moreover, 
with  the  volume  of  outright  purchases 
expected  to  fall  off  greatly  next  year, 
IBM's  earnings  growth  will  not  look 
as  good  in  1969,  and  the  stock  market 
won't  like  that.  Perhaps  anticipating 
this,  IBM  stock  fell  during  the  year 
from  a  high  of  375  to  around  304. 
That  was  by  far  its  biggest  decline 
since  1962. 

IBM  had  one  other  problem  too, 
which  wasn't  reflected  in  earnings. 
During  1968  orders  for  the  360  series 
started  slowing  down,  IBM's  backlog 
leveled  off,  and  there  was  talk  that 
many  salesmen  were  having  trouble 
making  their  quotas.  Was  the  long, 
powerful  computer  boom  beginning 
to  slow  down? 

Probably  not.  \\'hat  seemed  hkely 
was  that  there  would  be  a  slight  pause 
to  allow  the  industry  to  digest  the 
23,000  or  so  computers  that  IBM  had 
shipped  in  the  last  four  years.  After 
that  the  tempo  will  certainly  increase 
again  with  the  probable  introduction 
of  replacements  for  the  Models  30 
and  40,  and  with  improved  models 
in  the  communication  area. 

Indeed,  the  virtual  certainty  of 
strong  long-temi  growth  is  what  dis- 
tinguishes IBM  from  Xerox.  The 
copying  market  will  probably  become 
saturated  one  day.  That  in  turn  helps 
explain  Xerox'  interest  in  merging 
with  C.I.T.  Financial. 

In  the  last  couple  of  years  it  has 
become  clear  that  Xerox  was  planning 
to  move  into  fields  besides  copying. 
It  had  made  up  its  mind  to  move  into 
the  education,  health  and  compu'.er- 
peripheral  fields  before  this  year.  The 
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problem  was  that  it  could  not  build 
up  any  of  these  fields  fast  enough 
to  make  any  significant  contribution 
to  over-all  profitability.  The  merger 
with  C.I.T.  would  have  given  Xerox 
the  money  to  move  into  one  or  more 
of  these  areas  in  a  big  way.  One  ru- 
mor is  that  it  wants  to  bin  a  com- 
puter company. 

Plenty  of  Profits 

Last  year  Xerox"  return  on  equitv 
was  around  30^.  This  was  quite  a 
comedown  from  the  fi\e-year  average 
of  43.6?,  but  was  not  in  itself  om- 
inous: In  the  past  Xerox  was  growing 
so  fast  that  it  was  chronically  under- 
capitalized; the  result  was  an  abnor- 
mal I>  high  return.  The  buildup  of 
profits  has  swelled  Xerox'  earned  sur- 
plus and  thus  spread  its  still-growing 
profits  over  a  wider  base;  hence  the 
apparent  fall  in  profitability .  Actually, 
profits  continued  to  grow,  up   15%. 

Still,  Xerox  had  problems,  at  least 
potential  ones.  For  example,  in  spite 
of  patent  rights,  entry  into  c-opying 
is  easier  than  entry  into  computers. 
There  are  probably  40  or  more  com- 
panies that  sell  copiers. 

\V  hile  most  of  these  are  small  com- 
panies that  concentrate  on  low-speed 
machines  that  compete  peripherally 
with  Xerox,  there  are  some  big  com- 
piuiies  working  hard  too.  Minnesota 
Mining  &  Manufacturing  introduced 
the  first  color  copier  in  October.  Ad- 
dressograph-Multigraph  straightened 
out  the  problems  with  its  3000  copier, 
and  restoring  its  long-term  profit- 
ability, making  it  162nd  in  the 
FoKBES  500.  More  important,  A-M 
was  broadening  its  product  Une  into 
Xerox'.  The  company's  new  AMCD- 
II  will  copy  both  sides  of  an  original 
at  a  rate  of  5,400  copies  per  hour, 
about  oO'i  faster  than  Xerox'  recently 
introduced  3600-III. 

SCM  was  feeling  some  of  this  com- 
petitive pressure.  While  copier  sales 
held  up,  profit  margins  fell.  In  1967 
SCM  had  purchased  Allied  Paper, 
partly  because  of  its  natural  tie-in 
with  the  coated  paper  used  by  SCM 
copiers.  But  the  copying  paper  busi- 
ness, too,  was  getting  increasingly 
competitive  as  more  outside  paper 
companies  began  moving  in. 

The  message  in  SCM's  problems 
is  that  a  fast-growing  industry  attracts 
lots  of  competition — "like  a  bright 
light  draws  moths,"  said  George  F. 
Burns,  who  is  the  head  of  SCM's 
ofiRce   equipment   division. 

The  only  way  to  keep  ahead  of  it 
is  to  keep  pouring  money  into  more 
advanced  products.  That's  exactly 
what  the  computer  companies  are 
doing.  It  doesn't  make  for  quick  prof- 
its. But  it  makes  for  exciting  growth.  ■ 
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ins  &  Myers 


is  in  twelve 
growtli  markets- 
Hunter  Division 
puts  tlie  lieat 
on  one  of  tliem. 


Today  about  3  million  residences  in  the  U.S.  are  electrically  heated. 
By  1975,  the  number  is  expected  to  reach  7.2  million,  as  lower  utility 
rates  and  greater  cleanliness  make  electric  heat  increasingly  attrac- 
tive. Robbins  &  Myers'  Hunter  Division  serves  this  growing  market 
with  a  varied  line  of  portable  and  built-in  electric  heating  units.  Sea- 
sonal sales  balance  is  provided  by  Hunter's  line  of  portable  and  ven- 
tilating fans.  Other  R&M  divisions  make  electric  motors,  hoists  and 
cranes,  industrial  pumps,  and  waste  reduction  equipment.  Major 
growth  markets  for  these  products  are:  office  and  business  equip- 
ment, computer,  communications,  electrical  equipment,  materials 
handling,  chemical,  food  processing,  construction,  sewage,  petro- 
leum, and  waste  disposal.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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Building  il/iaterials 


On  Wall  Street,  a  boom.  But  a  different  story  on  the  order  books  and  in  the  board 
rooms.  There  the  best  that  could  be  said  was  that  things  were  better  than  in  1967. 


Home  Sweet  Home  may  be  a  vener- 
able old  melody,  but  nearly  everybody 
was  playing  it  last  year.  "To  meet 
the  essential  needs  of  our  population 
within  the  last  third  of  this  century," 
crooned  National  Gypsum  Co.  Chair- 
man Colon  Brown  last  October,  "our 
society  will  have  to  erect  the  equi\- 
alent  of  33  cities  the  size  of  metro- 
politan Buffalo,  New  York."  Jim  Wal- 
ter Corp.  (never  a  company  to  hide 
its  hght  behind  a  brick  pile)  burst 
into  full-throated  song.  The  cover  of 
its  1968  annual  report  boldly  pro- 
claimed: "We  are  on  the  threshold  of 
the  largest  and  longest  building  boom 
in  the  nation's  history." 

Wall  Street  picked  up  the  tune 
and  rushed  into  building-materials 
stocks,  bidding  them  up  50%  and  more 
in  a  single  year  (in  some  cases  nearly 
100%  over  late  1966  levels) :  American 
Standard  Inc.  from  29  to  48/2,  Jim 
Walter  from  50  to  127  and  johns- 
.Manville  Corp.  (54  to  85M). 

Is  It  Real? 

Was  the  boom  real?  V^acancy  sta- 


tistics and  soaring  rents  attest  to  a 
very  tight  housing  supply.  Meanwhile 
the  U.S.  continues  to  bulldoze  roughly 
half  a  million  units  out  of  existence 
each  year  in  large-scale  slum  clear- 
ance. Add  to  that  the  1968  Housing 
&  Urban  Development  Act,  which  en- 
visions some  26  million  new  units 
over  the  next  ten  years  (as  against 
some  14  million  built  in  the  past  ten 
years)  and  you  have  a  picture  with 
what  Owens-Corning  Fiberglas  Corp. 
Chairman  General  Lauris  Norstad 
calls   "great   romance." 

Timing  may  be  another  matter.  A 
boom  may  be  inevitable,  but  it  may 
be  some  time  in  coming.  The  year 
1968  was,  as  one  chief  executive  put 
it,   "a  year  of  reinstatement." 

Overall,  earnings  did  recover  as 
housing  starts  climbed  back  to  1965 
levels  (although  not  to  peak  1963 
levels)  during  1968.  But  it  was  hardly 
a   boom. 

Twelve  of  the  19  companies  cov- 
ered here  failed  to  earn  as  much  as 
they  did  in  1966  (th?  industry  five- 
year   earnings   average   is    still   poor- 


est- in  the  U.S.).  The  exceptions: 
National  Gypsum,  American  Standard, 
Boise  Cascade  Corp.,  Georgia-Pacific 
Corp.,  Jim  Walter,  Libbey-Owens- 
Ford  Co.  and  Carrier  Corp.,  four  of 
them  major  corporate  acquisitors.  And 
as  for  two  of  these,  Libbey  and  Car- 
rier, the  increase  resulted  from  factors 
not  tied  to  new  residential  construc- 
tion: The  booming  auto  market  for 
Libbey,  the  continuing  strong  demand 
for  air-conditioning  units  in  the  case 
of  Carrier.  Twelve  of  the  19  com- 
panies were  below  their  five-year 
average  return  on  equity  on  the  Yard- 
sticks, paring  the  industry  median 
from  a  five-year  average  of  10.9%  to 
last  year's  9.6%;  The  exceptions  were 
again  Libbey-O wens-Ford;  conglom- 
erates Jim  Walter,  Boise  Cascade, 
American  Standard,  Georgia-Pacific; 
Chicago  Bridge  &  Iron  Co.,  a  spe- 
cialist in  the  industrial  construction 
market;  and  Colon  Brown's  newly 
acquisitive  and  modernized  National 
Gypsum,  which  enjoyed  some  modest 
price  improvements. 

So  the  boom  hasn't  happened  yet. 
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Company 

5  year 
average  return  on 
stockhuiders'  equity 

Rank        Per- 
A        B       cent 

Latest  12-month                                 5y»ar 

return  on                      coflibined  return  on 
stockholders'  equity                 debt  and  equity 

Rank        Per-                Rank         Per- 
A        B        cent            A        B       cent 

S-year' 

annual  increase 

in  sa.es 

Rank         Per- 
A         B        cent 

5-yMr* 

annual  increase  in 
per-s.iare  earnings           | 

Rank          Per-       i 
A         B        cent       1 

W.cKCS  Corp. 
llbby-Owens-Ford 
Georgia-Pacific 
Armstrong  Cork 
iio?  Walter  Corp. 

78       (1)       19.4 
156       (2)        14.8 

193        (3)        13.8 
213       ^4)        13.2 
224       (S)       13.0 

106       (2)       16.1           64       (1) 
129       (4)        15.2            80       (2) 
163       (5)        14.0          312      (13) 
318       (8)        10.6          143       (3) 
123       (3)        15.5          294      (10) 

16.7 
15.2 

8.4 
12.4 

8.8 

174 
217 

63 
236 

44 

(6)  11.7 

(7)  10.0 
(3)        18.7 
(9)         9.4 
(2)       22.4 

312       (7) 
428      (14) 
171       (6) 
418      (12) 
94       (3) 

6.4 
0.5 

11.3 
1.4 

16.9 

Boise  Cascade 
Otis  Elevator 
Chicago  Bridge 
Carrier  Corp. 
Owens-Corning 

244       (6)       i2.S 
256       (.')       12.4 
m       (8)       12.1 
2£i'       :9)       11.7 
327      (10)       10.9 

104       (1)        16.2          274       (8) 
358      (10)        9.6         166       (4) 
190       (6)        13.6          176       (5) 
282       (7)        11.3          299      (12) 
390      (13)        8.4          297      (11) 

9.2 

11.6 

11.4 

8.7 

8.7 

20 
351 
108 
232 
271 

(1)       32.5 
(13)        6.6 
(4)        15.6 
(8)         9.5 
(12)        8.4 

58       (2) 
455      (16) 

23       (1) 
100       (5) 
399       (9) 

20.9 
-2.9 
34.5 
16.7 
3.1 

Johns-Manville 
Sherwin-Williams 
U.S.  Gypsum 
PPG  Industries 
Flintkote  Co. 

i-n        "^       -C-.6 
Vt-                    12 
337      ii 
410      (l:: 
438      (15)        7.4 

345       (9)         9.8          209       (6) 
375      (12)        9.0          243       (7) 
374      (11)        9.1          278       (9) 
412      (14)        7.8          343      (14) 
456      (16)        6.2          435      (17) 

10.6 
9.9 
9.1 
7.7 
5.7 

417 
262 
256 
368 
470 

(16)        4.9 
(11)        8.7 
(10)        8.7 
(15)        6.2 
(18)        2.2 

352       (8) 
403      (10) 
460      (17) 
414      (11) 
465      (18) 

4.8 
2.7 

-4.2 
1.7 

-4.7 

National  Gypsum 
Crane  Co. 
American  Standard 
Uorrison-Knudsen 
Industry  Med 

447  (Ifc)        K/) 

448  (17)         :,9 
459      (ISi        5.9 
459      (13)        5.9 

ian                     10.9 

131       (15)        7.0          408      (15) 
'-57      (17)        6.2          433      (16) 
461       (18)        6.0          451       (19) 
476      (19)        4.3          438      (18) 

6.3 
5.8 
5.4 
5.6 

471 
451 
160 
365 

(19)        2.2 
(17)        3.5 
(5)       12.3 
(14)        6.3 
8.7 

454      (15) 

95       (4) 

425      (13) 

474      (19) 

-2.8 

16.9 

0.8 

-6.6 

9.6 

8.8 

2.7 

A— In  FORBES  500. 

B— In  building  materials  industry.     "Incluiiing  latest   12month   increase  vs. 

1962-63-6' 

1   average. 
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She's  been  in  love  with  Bendix 
for  30  years. 

-or  the  wrong  reason. 


e're  her  hero. 

ecause  she  bought  a  washing 

lachine  with  our  name  on  it  bac 

1938.  It  was  her  first  automat 
id  she  loved  it. 

ut  the  fact  is  Bendix  never  marketed  washing  ma- 
lines.  Not  then.  Not  now.  We  did  permit.the  use 

our  name.  And  we  did  produce  parts  for  early 
odels.  Which  is  all  the  credit  we  can  claim. 
Jt  that  doesn't  mean  she's  misplaced  her  affec- 
)n.  Her  new  car  is  full  of  Bendix— including  the 
dio,   braking  system  and   power  steering.  The 

liner   she   takes   to   see   her   grandchildren    is 
aded  with  Bendix  systems.  And  our  involvement 

oceanics,  electronics  and  automation  can  touch 

r  life  daily  in  some  way. 
Jcause  we're  that  kind  of  company: 
multi-industry  corporation  committed  to  worldwide 
owth  through  technology. 

•r  industry  and  government.  And,  in  the  process, 

r  grandmothers,  too. 

e  you  as  up-to-date  on  Bendix  as  you'd  like  to  be? 

"^'ite:  The  Bendix  Corporation,  Investor  Relations 

(fice,  Fisher  Building,  Detroit,   Michigan  48202. 
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It  probably  won't  happen  in  1969 
either.  There  are  fundamental  prob- 
lems: an  increasingly  serious  shortage 
of  skilled  manpower,  aggravated  by 
the  restrictive  and  openly  racist  at- 
titudes of  many  building  trades  un- 
ions; high  costs  and  restrictive  build- 
ing codes;  continued  high  mortgage 
rates.  "You're  going  to  hear  all  sorts 
of  figures  about  next  year's  housing 
starts — fantastic  some  of  them,"  said 
Flintkote's  President  George  Pecaro. 
"Well,  such  predictions  overlook  the 
fact  that  we,  as  an  industry,  have 
a  serious  problem:  There's  a  definite 
shortage  of  trades  people — the  build- 
ers just  don't  have  the  manpower." 

"No,  the  unions  haven't  seen  the 
light  yet,"  snapped  James  D.  McClary, 
executive  vice  president  of  Boise, 
Idaho-based,  heavy-construction  firm 
Morrison-Knudsen  Co.  "They're  in  the 
driver's  seat.  No  question  about  it, 
there's  going  to  be  an  increasing 
shortage  of  skilled  craftsmen — even 
though  it's  still  pretty  spotty." 

Restrictive  building  codes  reflect 
the  great  influence  of  labor  in  the  big 
cities.  These  codes  inflate  costs  by 
preventing  builders  from  using  new 
materials  and  new  techniques.  "This 
is  a  hell  of  a  problem,"  said  McClary. 
A  promising  omen  lies  in  the  long- 
awaited  changes  in  the  antediluvian 
New  York  City  code,  announced  in 
Octjber.  Still,  most  chief  executives 
doubt  these  barriers  will  be  removed 
much  before  the  1970s.  Nor  is  it  at 
all  certain  that  a  hard-pressed  Nixon 
Administration  will  be  willing  or  able 
to  pry  out  of  an  economy-minded 
Congress  the  billions  of  doUars  need- 
ed to  translate  the  1968  Housing  Act 
from  theory  into  economic  reality. 
This  is  not  to  say  that  the  need  is  not 
there. 

Signs  of  Life 

This  $80-billion  construction  indus- 
try does  seem  to  be  stirring,  however. 
Promising  new  materials  have  been 
developed,  and  new  techniques — some 
borrowed  from  the  aerospace  field, 
some  from  European  builders — are 
being  explored.  To  ease  the  labor 
shortage,  outfits  like  Morrison-Knud- 
sen are  themselves  training  unskilled 
workers  (in  cooperation  with  the 
unions).  Some  areas  of  the  industry 
are  even  benefiting  from  the  situation 
— like  inexpensive  factory-built  mo- 
bile homes,  which  have  tripled  in 
volume  over  the  past  seven  years. 

Meanwhile,  jarred  by  the  precipi- 
tous declines  of  1966-67  and  the  ris- 
ing tide  of  conglomerate  takeovers 
in  other  industries,  building-materials 
companies  have  plunged  into  the 
merger  and  acquisition  game.  Sud- 
denly they're  all  tired  of  riding  the 


Construction  wage  gains  have  outpaced  those  of  industry  by  a  good 
margin:  up  140%  since  1950  vs.  109%  for  nonaqricultural  wages  as  a 
whole.  And  construction  is  rife  with  featherbedding  and  old-fashioned 
methods.  One  result:  pressure  on  builders  to  shave  material  costs  wherever 
possible.  Add  to  this  pressure  on  material  costs  a  growing  shortage  of 
skilled  craftsmen  and  the  supplier  has  plenty  of  headaches  in  developing 
new  products  that  will  actual'y  be  used.  Observes  General  Lauris  Norstad, 
chairman  of  Owens-Corning  Fiberglas:  "Almost  every  product  you  come 
up  with  today  has  to  be  built  with  the  idea  in  mind  that  relatively  un- 
skilled people  will  handle  them."  Thus,  for  examole,  Owens-Corning  felt 
it  made  sense  to  develop  fiberglas  insulation  material  that  can  s'mp'y  be 
hosed  into  place,  thereby  cutting  down  on  skill  requirements  and  labor  costs. 
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HowA'Mand 
^^&roivn  Shoe  Qftinpany 
\  do  a  great  two-step- 


(And  floor  duplicating  costs  to  boot) 


In  an  average  month,  Brown  Shoe  Company's  General 
plicating  department  in  St.  Louis  produces  600,000 
oies.  Handling  this  volume  wittiout  a  hitch  is  one  good 
ison  this  $326-million-a-year  corporation  relies  on  A-M 
plicating  equipment. 

Cost  per  impression  is  about  .7  of  a  cent  including  all 
srhead  and  labor.  A  major  reason  why  all  the  equip- 
'nt  in  this  department  carries  the  A-M  brand.  And,  with 
?  installation  of  the  latest  A-M  products,  the  efficiency 
the  already-good  system  has  increased  tremendously. 
Still  another  good  reason  Brown  Shoe  decided  on  A-M 


duplicating  equipment  was  service.  A-M's  customer  serv- 
ice back-up  is  Brown's  guarantee  they  won't  be  caught 
off  their  toes  when  they  need  quantities  of  fast,  good 
quality  copies. 

Capability,  low  cost  and  total  service.  Three  good  rea- 
sons to  talk  over  your  copy-duplicating  problems  with  an 
A-M  specialist.  He's  got  the  answers  and  the  equipment. 

There  are  A-M  systems  experts  in  every  one  of  our  143 
total-service  offices  around  the  country.  (And  you  won't 
find  a  "loafer"  among  them.)  Addressograph-Multigraph 
Corporation,  1200  Babbitt  Road,  Cleveland,  Ohio  44117. 


COPIER-DUPLICATOR  division 


©CORPORATION 
...helping  people  communicate 


.resh  and  br">9';J,e  OV2000. 
a  design  asji^^rise  •  •^^'^^^obe  racK 

S  "»"fS  i»>S."««»  Sol- 


A  VOGEL-PETERSON  CO. 

^  •7Aie  Coa(  Rac*<  People" 

Dept   OV    '      Elmhurst.  Illinois  60126 


housing-start  cycle.  Serious  over- 
capacity, particularly  in  gypsum  and 
cement,  is  a  further  prod.  "We  were 
too  ready  too  quick  for  that  which 
did  not  occur,"  quipped  Colon  Brown. 
He  has  made  known  his  willingness 
to  acquire  firms  that  mesh  with  his 
new  "cube  concept"  (i.e.,  his  plan 
for  growth:  products  that  contribute 
to  any  habitable  enclosure  of  space). 
Binswanger  Glass  Co.,  a  smalUsh 
producer  of  glass  and  curtain  walls, 
is  one  step  in  this  direction. 

Big  U.S.  Gypsum  Co.,  blessed  with 
an  industry  leader's  high  profit  mar- 
gin (23.2% — second  only  to  Libbey- 
Owens-Ford)  for  years  sacrificed  earn- 
ings growth  at  the  altar  of  market 
share.  But  USG  seems  finally  to  have 
noticed  the  bottom  line.  A  few  years 
ago  the  company  finally  took  on  some 
long-term  debt  and  did  some  pioneer- 
ing work  in  urban  renewal,  which 
is  slated  to  receive  some  $5.3  billion 
in  federal  money  over  the  next  three 
years.  Now  it  has  made  a  medium- 
sized  acquisition  (refractory  brick) 
along  with  a  small  one  in  decorative 
and  furniture  plastics,  both  outside 
of  its  traditional  gypsum,  hardboard 
and  acoustical-materials  fields. 

Equally  conservative  Armstrong 
Cork,  the  industry's  profit  leader  for 
many  years,  has  been  struggling  with 
sharply  decUning  profit  margins  in 
recent  years  (from  20.1%  in  1965  to 
14.8%  in  1967)  due,  at  least  in  part, 
to  overcapacity.  Now  it  says  it  wants 
to  fill  up  the  entire  interior  of  Colon 
Brown's  "cube"  (not  just  the  flooring) 
and  demonstrated  its  intentions  by 
acquiring  $66-million  Thomasville 
Furniture  Industries  Inc.  (one  of  the 
best  in  that  field)  along  with  a  small- 
ish carpet  maker. 

Johns-Manville,  undisputed  king  of 
asbestos,  isn't  content  with  its  tradi- 
tional markets  any  longer  either — 
witness  its  recent  merger  talks  with 
big  U.S.  Plywood-Champion  Papers. 
Meanwhile,  aggressive  chief  execu- 
tives at  American  Standard  and  Jim 
Walter  Corp.  were  taking  the  con- 
glomerate   route. 

Deadwood 

One  firm  that  was  not  acquiring 
other  companies  last  year  was  George 
Pecaro's  Fhntkote  Co.  Pecaro  was  still 
'ousy  cleaning  up  the  damage  of  an 
earlier  overeager  acquisition  pro- 
gram, damage  that  showed  clearly  in 
Flintkote's  poor  showing  on  the 
Forbes  Yardsticks.  "Now  1  feel  we've 
carved  out  most  of  the  deadwood — 
the  unprofitable  areas,"  said  he.  "And 
I  think  we've  got  our  costs  under  con- 
trol. We  hit  bottom  in  '67  with  weak 
prices  in  three  major  areas:  gyp- 
sum, cement  and  flooring."  Moderate 


improvement  in  thest  markets  last 
year  helped  him,  and  Pecaro  is  pray- 
ing for  enough  volume  this  year  to 
show  some  gains.  He  says  the  ex- 
pected 1.6-billion  housing-start  level 
would  do  it. 

Why,  in  this  problem-beset  indus- 
try, did  a  few  companies  do  so  well? 
Wickes  Corp.,  for  example,  has  for 
five  years  enjoyed  an  imheard-of 
average  return  on  equity  for  the  in- 
dustry — 19.4%.  This  is  because  it  is 
primarily  a  merchandiser  with  low  in- 
vestment in  plant  and  equipment. 
Some  139  Wickes  Centers  sell  virtu- 
ally everything  needed  to  build  or 
remodel  a  home,  except  for  masonry. 
Last  year,  however,  Wickes'  4.5-point 
lead  on  the  next  most  profitable  com- 
pany was  trimmed  to  less  than  one 
point.  The  reason:  Expansion  into 
machine  tools  and  builder  supply 
firms  has  raised  plant  investment  and 
reduced  profitability. 

Rapid  growth  through  acquisitions 
does  not  always  make  a  firm  more 
profitable.  Acquisitive  Boise  Cascade 
is  a  case  in  point.  Although  it  showed 
the  second-highest  increase  in  earn- 
ings per  share  in  the  industry,  com- 
parable with  the  fastest-growing  in- 
dustries in  the  country,  Boise's  retvun 
on  equity  is  still  merely  average  for 
a  not  very  profitable  industry. 

The  gains  of  Chicago  Bridge,  which 
tops  the  industry  in  earnings  growth 
over  the  past  five  years  and  showed  a 
good  increase  in  return  on  equity  last 
year,  must  be  viewed  in  perspective. 
The  record  is  more  one  of  recovery 
than  gain.  Chicago  Bridge  still  hasn't 
topped  the  per-share  earnings  it  had 
in  1958  on  less  than  half  its  present 
volume;  and  as  recently  as  1962  it  was 
in  the  red.  Furthermore,  as  a  contrac- 
tor, its  investment  in  plant  is  only  a 
fraction  of  that  of  suppliers  with  com- 
parable volume. 

One  supplier  that  registered  some 
solid  gams  was  National  Gypsum. 
Moderately  increased  volume  finally 
enabled  National  to  operate  facilities, 
which  had  been  expanded  and  mod- 
ernized in  the  early  Sixties,  closer  to 
capacity.  The  repurchase  of  146,000 
common  shares  in  1937,  and  a  policy 
of  accelerated  depreciation  were  fur- 
ther contributing  factors.  Still  a  7.0% 
retiun  is  hardly  memorable 

Overall,  then,  if  the  industry  were 
a  football  team,  commentators  would 
refer  to  1969  as  "another  building 
year" — better  than  last,  to  be  sure, 
and  a  year  in  which  muck-needed 
improvements  will  be  made — but  not 
a  year  in  which  the  team  could  be 
expected  to  capture  the  league  title. 

There  may  be  a  boom;  but  not  this 
year,  not  for  all  of  Wall  Street's  ex- 
pansion. ■ 
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How  to  sweeten 

the  retirement  of 

your  top  people. 


World's  greatest  sweetener,  as  far  as  most 
employees  are  concerned,  Is  money. 
With  a  Prudential  Pension  Plan  you  keep 
the  money  coming  for  you  and  your 
employees  after  retirement.  But  you're  not 
just  being  noble.  You're  being  smart. 
Because  it  can  help  you  keep  people  you 
can't  afford  to  lose.  See  your  Prudential 
man.  When  it  comes  to  insuring  a 
sweet  life,  Prudential  understands. 


jORBES,  JANUARY  1,  1969 
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Branded  Goods 


Take  anything— aspirin,  tobacco,  meat,  soap,  paper,  alcohol— any- 
thing that's  easy  to  make,  cheap,  even  unnecessary.  Brand  it  and 
advertise  it.  If  you  can  sell  it,  you  can  make  sensational  profits. 


If  there's  any  single  trait  that  sets 
Americans  apart  from  the  rest  of  the 
world,  it  is  their  incredible  addiction 
to  advertising.  Many  foreigners  say 
our  ads  mirror  a  supermaterialistic 
cultvu-e.  Millions  of  Americans  grum- 
ble at  the  clutter  and  tastelessness  of 
the  ever-present  ad.  But  all  to  no 
avail:  Americans  seem  driven  by  a 
restless  instinct  to  experiment  with 
new  things,  to  act  (buy)  on  new  im- 
pressions of  old  things.  That  is  why 
last  year  they  spent  a  staggering  $60 
billion  for  real  or  imagined  improve- 
ments in  what  they  eat,  clean  with, 
smoke,  groom  with,  drink  or  feed  to 
their  dogs. 

All  of  this  may  not  have  made  the 
consumer  any  happier,  but  those 
branded  goods  companies  that  are 
tuned  to  the  public  taste  and  able 
to  stimulate  it  with  their  advertising 
are  a  good  deal  richer.  Of  the  top  34 
companies  ranked  in  five-year  retiu-n 
on  equity,  ten  are  branded  goods 
marketers,  including  No.  Three-rank- 
ed Avon  with  42>%,  No.  Five-ranked 
Heublein  with  36%  and  No.  Six-rank- 
ed Gillette  with  35%. 

And  success  in  branded  goods  does 
not  require  the  huge  capital  invest- 
ment needed  for,  say,  computers. 
That's  why  nine  branded  goods  com- 
panies are  in  the  top  25  companies 
in  return  on  total  capital.  They  don't 
need   new   plants    as   much   as    new 


ideas  that  click.  When  a  product  suc- 
ceeds with  the  mass  market,  manu- 
facturing costs  can  be  unimportant. 

If  Forbes'  71-company  branded 
goods  group  had  been  restricted  to 
producers  of  high-margin  items  such 
as  cosmetics,  toiletries,  soap  and  to- 
bacco, the  branded  goods  industry 
would  have  been  first  in  return  on 
equity.  The  inclusion  of  food  compa- 
nies pushes  the  group  down  to  11th. 
Food  companies  cluster  near  the  bot- 
tom of  the  Yardsticks  either  because 
the  nature  of  their  products  makes 
them  difiBcult  to  brand  { such  as  meat ) 
or  because  they  have  not  made 
enough  of  an  effort  to  upgrade  their 
commodities  into  higher-priced  brand- 
ed goods  (International  Milling, 
American  Sugar  and  Anderson,  Clay- 
ton). Twenty-three  of  the  25  lowest- 
ranking  branded  goods  companies  in 
most  recent  retm-n  on  equity  are  food, 
meat  or  drink  companies;  15  of  them 
rank  at  400  or  poorer  in  five-year 
return  on  equity. 

How  to  Succeed 

Nearly  all  the  food  companies  that 
look  good  in  the  Yardsticks  (Kellogg, 
General  Foods,  General  Mills,  Na- 
tional Biscuit  and  Campbell  Soup)  are 
successful  for  the  same  reasons  as  are 
Gillette,  American  Home  Products  and 
Procter  &  Gamble.  They  have  learned 
to  brand  food,  and,  by  preselling  it 


with  advertising,  earn  a  healthy  re- 
■tum  on  their  investment.  The  stand- 
out exception  to  this  rule  is  Iowa 
Beef  Packers,  which  by  the  sheer 
efficiency  of  its  concept  and  operation 
far  exceeds  the  profitability  of  such 
traditional  meat  packers  as  Swift  and 
Armour.  They  are  still  seeking  to  shut 
down  many  of  their  money-losing 
plants.  (Cudahy's  30.4%  return  on 
equity  in  the  latest  12  months  is  a 
fluke  because  its  equity  has  dropped 
72%  since  1960,  and  it  is  finally  mak- 
ing money.) 

In  general,  however,  being  No. 
One  in  a  branded  goods  market 
means  the  difference  between  night 
and  day  in  profits,  partly  because  it 
enables  advertising  costs  to  be  spread 
over  a  much  larger  volume.  Coca-Cola 
ranks  24th  in  five-year  return  on  equity 
vs.  only  53  for  PepsiCo.  Campbell 
Soup  ranks  236th  vs.  only  377  for 
Heinz.  Procter  &  Gamble  ranks  111th 
vs.  21 A  for  Colgate-Palmolive. 

But  the  route  to  the  top  via  mar- 
keting is  fraught  with  dangerous 
obstacles  for  even  the  most  skilled 
consumer  goods  company.  Advertising 
is  still  a  notoriously  imprecise  mar- 
keting tool  even  though,  when  suc- 
cessful, it  pays  for  itself  many  times 
over.  But  no  one  has  yet  been  able  to 
determine  in  advance  whether  one 
ad  will  work  and  another  will  not — 
which  perhaps  is  part  of  the  reason 
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stockholders'  equity 

S-jfMr 
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5-year* 
annual  increase 
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per-share  earninfs 

Company 

Rank 
A        B 

Per- 
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Rank 
A         B 

Per- 
cent 

Rank 
A        B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Avon  Products 

3 

(1) 

43.4 

4 

(3) 

38.5 

1 

(1) 

41.1 

101 

(9) 

15.8 

103 

(13) 

16.4 

Heublein  Inc. 

5 

(2) 

36.4 

1 

(1) 

39.5 

21 

(8) 

21.2 

31 

(3) 

24.8 

110 

(15) 

15.8 

Gillette  Co. 

6 

(3) 

35.2 

3 

(2) 

39.0 

3 

(2) 

33.1 

162 

(17) 

12.3 

309 

(45) 

6.5 

Amer.  Home  Products 

17 

(4) 

28.8 

19 

(6) 

26.6 

6 

(3) 

28.8 

126 

(13) 

14.1 

169 

(20) 

11.4 

Iowa  Beef  Packers 

23 

(5) 

?6.6 

33 

(9) 

22.2 

39 

(10) 

19.1 

22 

(2) 

29.0 

54 

(3) 

21.6 

Coca-Cola  Co. 

24 

(6) 

26.5 

17 

(5) 

27.0 

9 

(4) 

26.1 

260 

(31) 

8.7 

129 

(17) 

14.1 

Sterling  Drug 

27 

(7) 

25.5 

26 

(8) 

23.9 

15 

(6) 

22.0 

147 

(14) 

13.3 

202 

(28) 

10.1 

Kellogg  Co. 

32 

(8) 

24.2 

34 

(10) 

22.0 

12 

(5) 

23.6 

311 

(40) 

7.6 

264 

(39) 

8.1 

Bristol-Myers 

33 

(9) 

24.1 

24 

(7) 

23.9 

19 

(7) 

21.7 

110 

(10) 

15.3 

141 

(18) 

13^ 

A — In  FORBES  500.     B— In   Branded   Goods   industry.     'Including   latest  H-month   increase  vs.    1962-63-64  average. 
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BRANDED  GOODS 
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Can  a  "quiet  little  clock  company"  compete  with 
space-age  giants? 

Our  clocks  outsell  anybody  else's.  About  $60  million 
worth  in  '68. 

But  our  other  business — instruments,  control  systems, 
precision  parts — rose  to  over  $80  million. 

That  puts  total  sales  above  $140  million,  twice  what  they 
were  6  years  ago. 

We  will  earn  more  than  $2.20  per  share  in  '68.  That's 
our  eighth  straight  annual  gain.  Of  the  eight,  all  but  one 
were  more  than  30  per  cent. 

The  five  young  companies  we  recently  acquired  are 
making  competitive  inroads  in  fields  like  oceanography, 
miniature  electronics  and  precision  plastics. 

Our  22  plants  in  7  countries  ship  goods  to  customers  in 
the  USA  and  100  export  markets. 

We  rank  among  the  top  companies  in  the  competitive 
government  business. 

And  in  the  space  race,  we  make  the  central  timing  sys- 
tem for  the  Apollo  moon  trip.  Plus  other  fiercely  accurate 
space  travel  clocks. 

So  why  call  us  a  "quiet  little  clock  company?" 
Our  competitors  don't. 

GENERAL  TIME  ^% 

High  Ridge  Park,  Stamford,  Conn.,  06905     W] 

Big  Ben      Baby  Ben      Seth  Thomas      Haydon      Time-Mist      V-Fin      Westclox  ^^fl 
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unknown  values  place  your  business  in  a  realm  of  uncertainty 


The  increasing  complexity  of  business  operations  requires 
valuation  counsel  for:  federal,  ad  valorem  and  estate  taxes; 
sale,  merger,  allocation  of  purchase  price,  insurance, 
condemnation,  cost  accounting,  depreciation; 
and  other  corporate  requirements  involving  knowledge 
of  tangible  and  intangible  property  value. 

Consultants  in  Valuation  since  1896. 
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The  American  Appraisal  Company,  Milwaukee.  Wisconsin  53201       U.S.A.  •  Canada  •  Philippines  .  Brazil  .   France   •   Italy  .  Spain 
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B 
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B 

cent 

A 
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cent 

A 

B 

cent 

Warner-Lambert 

34 

(10) 

23.7 

57 

(13) 

18.8 

25 

(9) 

20.6 

80 

(6) 

17.5 

239 

(34) 

9.1 

Peps.Co 

53 

(11) 

21.2 

46 

(11) 

20.1 

44 

(11) 

18.4 

47 

(5) 

22.1 

209 

(29) 

9.9 

Cuuahy  Co. 

75 

(12) 

19.6 

10 

(4) 

30.4 

251 

(44) 

9.7 

493 

(70) 

-2.0 

— 

t 

Reyno.ds  Tobacco 

80 

(13) 

19.1 

bl 

(12) 

19.4 

58 

(13) 

17.0 

448 

(61) 

3.6 

367 

(52) 

4.2 

Hershey  Foods 

87 

(14) 

18.5 

131 

(27) 

15.1 

53 

(12) 

17.5 

291 

(37) 

8.1 

441 

(63) 

-0.5 

Revlcn  Inc. 

90 

(15) 

18.2 

64 

(15) 

18.5 

66 

(15) 

16.5 

215 

(25) 

10.1 

170 

(21) 

11.3 

General  Foods  Corp. 

9/ 

(16) 

17.6 

85 

(20) 

16.9 

69 

(16) 

16.3 

379 

(45) 

6.0 

362 

(51) 

4.3 

Naticnal  Biscuit 

98 

(17) 

17.6 

120 

(25) 

15.6 

89 

(20) 

14.5 

402 

(54) 

5.3 

385 

(54) 

3.7 

Procter  &  Gamble 

111 

(18) 

17.0 

66 

(16) 

18.4 

85 

(18) 

14.9 

2/8 

(33) 

8.3 

227 

(31) 

9.4 

Focte,  Cone  &  Belding 

112 

(19) 

16.9 

343 

(51) 

9.8 

61 

(14) 

16.9 

220 

(26) 

9.9 

459 

(65) 

-4.0 

Foremost-McKesson 

121 

(20) 

16.6 

100 

(23) 

16.4 

301 

(48) 

8.7 

399 

(53) 

5.5 

128 

(16) 

14.2 

Philip  Morris 

131 

(21) 

16.0 

60 

(14) 

18.8 

204 

(41) 

10.7 

199 

(23) 

10.7 

99 

(12) 

16.8 

Purex  Corp.  Ltd. 

132 

(22) 

15.9 

74 

(17) 

17.8 

97 

(21) 

14.0 

116 

(12) 

15.0 

174 

(23) 

11.2 

Consolidated  Foods 

137 

(23) 

15.8 

94 

(22) 

16.5 

135 

(28) 

12.8 

84 

(8) 

17.3 

106 

(14) 

16.1 

Corn  Products  Co. 

141 

(24) 

15.6 

173 

(34) 

13.8 

122 

(25) 

13.1 

398 

(52) 

5.5 

427 

(60) 

0.6 

Standard  Brands 

145 

(25) 

15.4 

74 

(17) 

17.8 

130 

(26) 

12.9 

307 

(39) 

7.7 

195 

(27) 

10.3 

Richardscn-Merrell 

154 

(26) 

15.1 

145 

(30) 

14.6 

83 

(1/) 

15.0 

153 

(15) 

12.5 

248 

(35) 

8.7 

Loriiiara  Corp. 

155 

(2/) 

14.9 

148 

(31) 

14.6 

160 

(30) 

11.7 

461 

(62) 

2.9 

395 

(56) 

3.2 

Anheuser-bUiCh 

158 

(28) 

14.8 

91 

(21) 

16.5 

169 

(34) 

11.5 

164 

(18) 

12.1 

71 

(5) 

18.8 

Campbeil  Tag^art 

163 

(29) 

14.6 

178 

(35) 

13.7 

108 

(22) 

13.5 

428 

(58) 

4.6 

291 

(44) 

7.1 

Carnation  Co. 

165 

(30) 

14.6 

156 

(32) 

14.3 

167 

(32) 

11.6 

112 

(11) 

15.1 

91 

(11) 

17.1 

General  Mills  Inc. 

167 

(31) 

14.5 

103 

(24) 

16.2 

180 

(36) 

11.3 

388 

(48) 

5.8 

78 

(8) 

18.2 

Beatr.ce  Foods 

170 

(32) 

14.5 

132 

(28) 

15.0 

88 

(19) 

14.5 

156 

(16) 

12.4 

178 

(24) 

11.1 

Pabst  brew.ng 

176 

(33) 

14.4 

128 

(26) 

15.2 

121 

(24) 

13.1 

213 

(24) 

10.1 

76 

(7) 

18.3 

Squibb  beech-Nut 

185 

(34) 

14.0 

222 

(38) 

12.8 

140 

(29) 

12.7 

244 

(28) 

9.2 

339 

(47) 

5.3 

Hiram  Walker 

210 

(35) 

13.4 

168 

(33) 

13.9 

112 

(23) 

13.4 

397 

(51) 

5.6 

266 

(40) 

8.1 

American  lobacco 

217 

(36) 

13,2 

183 

(36) 

13.7 

162 

(31) 

11.7 

381 

(46) 

6.0 

354 

(50) 

4.7 

Raistcn  Punna 

219 

(3/) 

13.1 

315 

(49) 

10.6 

187 

(3/) 

10.9 

243 

(2/) 

9.2 

282 

(42) 

7.5 

Naticnal  Dairy 

228 

(38) 

13.0 

236 

(42) 

12.4 

190 

(38) 

10.9 

410 

(56) 

5.1 

320 

(46) 

6.1 

1      Campueli  boup 

236 

(39) 

12.8 

2/8 

(45) 

11.4 

131 

(2/) 

12.8 

390 

(49) 

5.7 

405 

(5/) 

2.5 

1      Quaker  Oats 

251 

(40) 

12.4 

134 

(29) 

15.0 

168 

(33) 

11.6 

387 

(47) 

5.8 

192 

(26) 

10.5 

Waru  Foods  Inc. 

253 

(41) 

12.4 

83 

(19) 

17.3 

309 

(50) 

8.5 

82 

(7) 

17.4 

— 

— 

t 

Scott  Paper 

261 

(42) 

12.3 

303 

(4/) 

11.0 

201 

(39) 

10.8 

180 

(20) 

11.4 

408 

(58) 

2.2 

Del  Mcnce  Corp. 

269 

(43) 

12.1 

232 

(41) 

12.6 

254 

(45) 

9.7 

299 

(38) 

7.9 

260 

(3/) 

8.3 

Colgate-Palmolive 

274 

(44) 

12.0 

225 

(40) 

12.7 

233 

(43) 

10.0 

288 

(36) 

8.1 

237 

(33) 

9.2 

Mayer,  U:>car 

2/9 

(45) 

11.9 

223 

(39) 

12.8 

177 

(35) 

11.4 

253 

(30) 

8.9 

186 

(25) 

10.8 

Piii:>bury  Co. 

325 

(46) 

10.9 

259 

(43) 

11.9 

305 

(49) 

8.6 

417 

(57) 

4.9 

258 

(36) 

8.3 

Hormel  &  Co.,  Geo.  A 

333 

(4/) 

10.8 

425 

(64) 

7.2 

203 

(40) 

10.8 

286 

(34) 

8.2 

73 

(6) 

18,5 

Schiitz  brew.ng 

338 

(48) 

10.7 

265 

(44) 

11.7 

232 

(42^ 

10.1 

247 

(29) 

9.1 

165 

(19) 

11.6 

American  Sugar 

345 

(49) 

10.5 

411 

(60) 

7.9 

407 

(61) 

6.3 

472 

(66) 

2.1 

376 

(53) 

4.0 

Bcrden  Inc. 

354 

(50) 

10.4 

409 

•(59) 

8.0 

269 

(46) 

9.4 

351 

(44) 

6.6 

429 

(61) 

0.4 

Heinz,  H.  J. 

3/7 

(51) 

9.9 

302 

(46) 

11.0 

340 

(55) 

7.8 

190 

(22) 

11.0 

172 

(22) 

11.3 

AniK  C..>rp. 

379 

(52) 

9.8 

205 

(3/) 

13.2 

2% 

(4/) 

8.7 

4 

(1) 

80.1 

18 

(2) 

40.5 

Kimber.y-C:ark 

381 

(53) 

9.7 

3/9 

(56) 

8.9 

321 

(51) 

8.1 

395 

(50) 

5.6 

387 

(55) 

3.6 

Naticnal  Distillers 

384 

(54) 

9.6 

373 

(54) 

9.1 

401 

(60) 

6.4 

443 

(60) 

3.9 

262 

(38) 

8.2 

Stokely-Van  Camp 

396 

(55) 

9.2 

327 

(50) 

10.3 

368 

(56) 

7.2 

404 

(55) 

5.3 

62 

(4) 

19.8 

Fa.rmtnt  Foods 

402 

(56) 

8.9 

3/6 

(55) 

8.9 

339 

(52) 

7.8 

287 

(35) 

8.1 

458 

(64) 

-3.7 

Pet  Inc. 

422 

(5/) 

8.2 

423 

(63) 

7.3 

(54) 

7.8 

177 

(19) 

11.6 

2/5 

(41) 

7.8 

Armour  &  Co. 

425 

(58) 

8.1 

405 

(58) 

8.1 

430 

(63) 

5.8 

465 

(64) 

2.4 

421 

(59) 

1.0 

Liggett  &  Myers 

427 

(59) 

8.0 

385 

(57) 

8.5 

336 

(53) 

7.8 

469 

(65) 

2.3 

432 

(62) 

0.2 

Dl  GiOrgio  Corp. 

430 

(60) 

8.0 

367 

(52) 

9.4 

396 

(59) 

6.5 

35 

(4) 

24.3 

228 

(32) 

9.4 

Castle  &  Cooke 

437 

(61) 

7.5 

413 

(61) 

7.8 

371 

(57) 

7.1 

187 

(21) 

11.1 

217 

(30) 

9.6 

American  baKeries 

442 

(62) 

7.1 

417 

(62) 

7.6 

420 

(62) 

6.0 

347 

(42) 

6.8 

290 

(43) 

7.1 

Inter'l  Milling 
United  Fruit  Co. 

443 
444 

(63) 
(64) 

7.1 

468 

(66) 

5.3 

454 

m 

5.3 

463 

(63) 

2.8 

470 

(66) 

-5.9 

7.0 

371 

(53) 

9.2 

377 

(58) 

7.0 

272 

(32) 

8.4 

13 

(1) 

50.5 

Schenley  Industries 

457 

(65) 

6.1 

467 

(65) 

5.4 

445 

(64) 

5.5 

335 

(41) 

7.0 

83 

(9) 

17.7 

Anderson,  Ciayton 

473 

(66) 

5.0 

471 

(67) 

5.2 

473 

(67) 

4.2 

480 

(68) 

1.4 

350 

(49) 

4.9 

Swift  &  Co. 

474 

(67) 

5.0 

484 

(69) 

3.2 

470 

(66) 

4.4 

473 

(67) 

2.1 

477 

(67) 

-7.7 

Hygrade  Food 

477 

(68) 

4.3 

497 

(71) 

0.0 

485 

(69) 

2.9 

495 

(71) 

-4.7 

491 

(69) 

tt 

Ubby,  McNeill  &  Ubby 

480 

(69) 

3.9 

480 

(68) 

3.9 

480 

(68) 

3.3 

433 

(59) 

4.4 

348 

(48) 

4.9 

IPL  Inc. 

491 

(70) 

0.7 

486 

(70) 

3.1 

491 

(70) 

1.1 

491 

(69) 

-1.1 

482 

(68) 

-16.4 

Norton  Simon,  Inc 

N.A. 

308 

(48) 

10.9 

N.A. 

348 

(43) 

6.8 

86 

(10) 

17.6 

Distillers  Corp" 
Doy.e  Dane  bernbach* 

Industry  Medic 

8.5     • 
48.4 

8.7 
24.9 

15.0 

ii 

1^ 

7.0 
48.4 

7.8 
24.0 

8.1 

8.0 
30.5 

in 

13.3 

11.3 

8.9 

A In    FORBES    500.      B 

1 — In    B 

randed 

Goods    industry.     N.A. — Not 

available. 

'Including    lates 

t   12  month 

increase   vs.    1962-63-64. 

fDeficit  to  a   profit,    not 

ranked.     tfProfit  to  a  d 

eficit.    r 

anked   last.     "Cana 

dian  company,  not  ranked. 

•  Not  ranked,  too  small. 
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What  Is  New?  If  is  ihe  most  overworked  phrase  in 
branded  goods:  Mosf  new  products  are  only  new  en- 
fries  info  old  markets.  To  be  really  new,  a  product  must 
create  a  new  market  for  a  new   need;  these  products 


become  the  really  big  money-makers.  Last  year  freeze- 
dried  coffee,  enzyme  detergents  and  hot  shaving  cream 
were  new.  Mosf  of  the  "new"  hair  dyes,  cigarettes  and 
dry  milks  were  simply  repackaging  or  fresh-image  jobs. 


why  publich'  held  Foote,  Cone  & 
Belding  was  343rd  in  most  recent  re- 
turn on  equity' . 

Referring  to  a  recent  survey  of  ad- 
vertising impact,  Chainnan  WiUiam 
Bembach  of  Doyle  Dane  Bernbach 
told  the  Grocery  Manufacturers  of 
America:  "The  big  thing  they  found 
out  is  that  about  85%  of  our  ads  are 
ignored.  Think  of  it.  You  and  I  are 
the  most  extravagant  people  in  the 
world.  Who  else  is  spending  billions 
of  dollars  and  getting  absolutely 
nothing  in  return  for  it?  The  sad 
thing  is  that  business  is  spending  so 
much  time  and  money  on  making  ad- 
vertising boring  and  we're  achieving 
this  boredom  with  such  American 
efficiency." 

Three  companies  that  seem  to  have 
escaped  this  trap  are  Gillette,  Avon 
and  Heublein,  near  or  at  the  top  in 
Profitability  not  only  in  the  branded 
goods  industry  but  in  all  industry. 
However,  Avon,  the  most  profitable 
company  in  the  country  for  the  pre- 
vious two  years,  was  edged  for  the 
lead  last  year  by  Heublein  and  Gil- 
lette— with  dazzling  returns  on  equitv 
of  39.5%  and  39%,  half  a  point  and 
more  ahead  of  Avon.  Avon's  38.5% 
return  dropped  by  more  than  a  point 
last  year  and  is  now  almost  five  points 
below  its  five-year  average. 

When  the  competition  got  the 
jump  in  stainless  steel  blades  in  the 
early  Sixties,  Gillette's  earnings  fell. 
The  company's  new  chairman,  Vin- 
cent C.  Ziegler,  put  Gillette  through 
a  painful  but  rewarding  self-analysis. 
As  Ziegler  told  Forbes  last  spring, 
"We  discovered  we  had  quite  a  num- 


ber of  strengths  that  we  were  not 
fully  exploiting.  We  are  very  strong 
in  marketing,  have  easily  identifiable 
products,  superior  quality  control,  a 
strong  research  program  and  more 
than  ample  financial  resources." 

Gillette  plunged  into  deodorants 
(Right  Guard,  the  nation's  best  sell- 
er), shaving  accessories,  cosmetics, 
toiletries  and  electric  appliances.  De- 
spite its  late  start  in  stainless-steel 
blades,  the  company  has  now  re- 
covered a  good  portion  of  its  previous 
70%-75%  share  of  the  U.S.  blade  mar- 
ket. The  rash  of  new  products, 
including  the  company's  Techmatic 
continuous-blade  razor  and  injector 
blades,  required  an  ad  and  promotion 
budget  of  around  $100  million  last 
year.  That  makes  it  one  of  the  20 
largest  ad  budgets  in  the  country 
and  close  to  20%  of  Gillette's  sales. 
Too  much?  Not  when  measured 
against  earnings  of  almost  $60  million 
that  made  Gillette  the  third  most 
profitable  major  U.S.  company  last 
year. 

Not  Enough  Brands 

Kimberly-Clark  and  Scott  Paper 
are  in  something  like  Gillette's  situa- 
tion five  years  ago.  Both  depended 
too  long  on  narrow  product  lines — 
Kimberly  on  facial  tissues  and  sani- 
tary napkins,  Scott  on  toilet  tissue 
and  paper  towels.  Both  failed  to  use 
their  considerable  marketing  skills 
soon  enough  to  diversify  into  other 
branded  goods.  That's  why  Scott's 
most  recent  return  on  equity  is  be- 
low what  it  used  to  earn  in  the  late 
1950s,  while  Kimberly-Clark  ranks 
381st    of    the    Forbes    500    with    a 


drab  five-year  9.7%  return  on  equity. 

Avon's  success  as  the  nation's  big- 
gest cosmetic  seller  comes  from  its 
more  than  350,000  door-to-door  sales- 
women, who  do  all  of  the  distributing 
and  most  of  the  advertising  for  Avon's 
products.  Hence  Avon  is  able  to  get 
by  with  spending  only  3%  of  its  sales 
on  advertising  vs.  10%  for  Revlon  and 
well  over  20%  for  Bristol  M>ers. 

Gillette's  comeback  reveals  the  ke\ 
to  the  branded  goods  game:  Gen- 
erate new  products  and  invade  new 
markets.  But  the  game  is  hard  when 
super-markets  are  jammed  with  37,000 
different  products,  and  only  one  of 
every  six  new  products  succeeds. 

Most  changes  in  the  branded 
goods  are  in  packaging,  flavor, 
minute  formula  variations  or  a  new  ad- 
vertising image.  Rarely  does  a  com- 
pany come  up  with  a  genuinely  new 
food,  soap,  drink  or  toothpaste.  This 
year's  major  "new"  products  were 
enzyme  detergents  (see  box,  p.  196), 
and  freeze-dried  coffee,  and  even  the 
newness  of  these  can  be  debated. 

In  cigarettes,  new  products  were 
hard  to  come  by.  Although  the  extra- 
long  100-millimeter  cigarette,  which 
took  off  in  1967,  grabbed  off  13%  of 
the  cigarette  market,  the  market  as  a 
whole  did  not  grow  last  year.  Pre- 
sumably the  antismoking  ads  now 
proliferating  on  TV  are  beginning  to 
take  effect. 

This  explains  why  the  cigarette 
companies  are  paying  more  attention 
than  ever  to  their  nontobacco  diver- 
sification, mergers  and  their  overseas 
expansion.  P.  Lorillard,  formerly  the 
least  diversified  tobacco  company,  dis- 
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TRANSCO 

measuxesup 


I 


This  winter,  as  in  previous  winters,  Transco  is  piping  additional  billions  of 
cubic  feet  of  natural  gas  to  energy-hungry  metropolitan  areas  and  other  com- 
munities located  in  eleven  states  along  the  eastern  seaboard. 

To  help  meet  the  needs  of  its  customers  for  increased  quantities  of  gas, 
Transco  spent  over  $160  million  for  expansion  in  1968,  and  a  similaramount 
will  be  needed  in  1969.  Along  with  other  facilities,  Transco  installed  about 
200  miles  of  efficient  42"  diameter  pipe  line  in  1968 — the  largest  in  use  for 
transporting  natural  gas  long  distances. 

Delivering  natural  gas  through  its  multi-paralleled  pipe  line  at  sales  rates 
lower  than  its  competition  in  every  major  area  served,  Transco  measures  up. 


TRANSCONTINENTAL  GAS  PIPE  LINE  CORPORATION 

Houston,  Texas 
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appeared  entirely  as  a  corporate 
entity  by  merging  into  smaller  but 
fast-moving  Loew's  Theatres.  And 
says  President  A.  H.  Galloway  of 
R.  J.  Reynolds  Tobacco,  "We  would 
not  run  awa\'  from  a  merger  with  a 
large  corporation.  In  fact,  I  think  we 
would  like  to  get  a  big  company.  We 
might  do  it." 

American  Tobacco  and  Philip  Mor- 
ris were  also  pursuing  their  own 
acquisition  and  diversification  pro- 
grams. American  Tobacco  failed  to 
get  apparel-maker  Russ  Togs,  but  was 
successful  in  buying  control  of  Galla- 
her  Ltd.,  a  major  British  tobacco 
company.  Philip  Morris,  the  first  to- 
bacco company  to  diversify  and  the 
only  one  that  turned  the  100-milli- 
meter battle  into  good  profits  (with  its 
Benson  &  Hedges ) ,  made  a  successful 
bid  to  purchase  Godfrey  Phillips,  an 
international   tobacco  marketer. 

Philip  Morris,  in  fact,  looked  best 
among  the  tobacco  companies  last 
year.  It  ranked  99th  in  growth  of 
earnings  per  share  vs.  367  for  Reyn- 
olds. According  to  John  C.  Maxwell 
Jr.  of  Oppenheimer  &  Co.,  it  was  the 
only  major  American  tobacco  com- 
pany to  increase  its  share  of  the  $6- 
billion-plus  U.S.  market  last  year — 
from  12.7/?  to  13.6? — mainly  because 
of  heasy  and  successful  promotions 
of  its  Marlboro  and  Benson  &  Hedges 
brands. 

In  the  soft-drink  business,  new 
products  and  new  looks  for  older  pro- 
ducts have  also  separated  the  stronger 
companies  from  the  weaker.  Fresca, 
the  1967  marketing  sensation  in  soft 
drinks,  went  completely  national  the 
beginning  of  last  year,  and  its  growth 
leveled  off.  But  Coca-Cola  came  back 
with  a  second  punch.  It  outfitted  Tab, 
a  drab  diet  cola,  with  a  new,  less- 
after-taste  foiTnula  and  a  completeh' 
new  marketing  plan,  and  now  Tab's 
volume  is  up  tremendously.  And  this 
is  one  big  reason  why  Coke  ranks 
129th  in  increased  earnings  per  share 


Black  No  More.  The  Hershey 
bar  was  the  black  sheep  of 
branded  goods  because  H 
didn't  need  advertising  to 
sell.  But  no  longer:  Hershey 
is  looking  for  an  ad  agency. 


compared    with    PepsiCo. 's    209. 

If  the  need  for  new  products  is  the 
first  fact  of  life  in  branded  goods, 
the  second  one  is  that  new  products 
are  instantK'  copied.  Bristol-M>ers 
learned  this  last  year  in  its  flagship 
Clairol  division.  Said  Chainnan  Gavin 
K.  MacBain,  announcing  a  5.5?  drop 
in  third-quarter  earnings:  "This  is  the 
first  time  in  14  years  that  we  have 
failed  to  report  improved  earnings  on 
a  quarterly  basis  compared  with  the 
prior  year." 

What  happened  was  that  competi- 
tors Revlon  and  Gillette  (Toni  hair 
dyes)  went  after  Clairol,  which,  ad- 
mitted MacBain,  "resulted  in  a  slight 
loss  of  market  share."  MacBain  seems 


to  be  reacting  to  the  Clairol  problem 
in  classic  marketing  fashion:  When 
business  is  down,  spend  more  on  ads, 
not  less. 

Still,  Bristol-Myers  was  hardly  in 
real  trouble.  With  a  return  on  equity 
of  some  24?  last  year  it  was  still  one 
of  the  best  in  the  industry — and  the 
eovy  of  companies  that  had  attempted 
lo  diversify  outside  branded  goods. 
That  is  why  both  Borden  and 
.  National  Distillers  &  Chemical  were 
hurting  last  year.  When  Augustine 
R.  Marusi  became  Borden's  chief  e.x- 
ecutive  a  year  ago,  he  was  hailed  for 
his  "shrewd"  diversification  out  of  the 
low-profit  dairy  industry  into  chem- 
icals and  fertilizers.  He  predicted 
then  a  10?  gain  in  earnings;  instead, 
they  dropped  23?  for  the  first  nine 
months  on  a  3?  rise  in  sales.  But 
Marusi  still  insists,  "We'll  make  it. 
Maybe  not  this  year  or  next,  but  on 
a  five-year  compounded  average 
we're  going  to  show  a  10?  gain  in 
earnings."  A  computer  mistake, 
which  cost  10  cents  a  share,  and  a 
10?  hike  in  Borden's  ad  budget  also 
did  not  help  Borden's  earnings,  and 
the  company's  return  on  equity  last 
year  dropped  almost  five  points  to 
just  over  8?. 

John  E.  Bierwirth,  chairman  and 
chief  executive  officer  of  National  Dis- 
tillers &  Chemical,  found  himself  in 
similar  straits  last  year.  "I  left  banking 
in  1949  to  put  National  Distillers  into 
chemicals,"  he  says.  "This  year,  any- 
way, I  wish  I  hadn't. "  The  company 
gets  25?  of  its  sales  from  its  chemical 
division,  mainly  polyethelene.  "Over- 
supply  and  stupidity  on  the  part  of 
everybody  in  the  industry  hurt  poly- 
ethelene prices,"  Bierwirth  says — 
which  is  why  the  division's  earnings 
dropped  to  7?  before  taxes,  down  four 
points  from  last  year  and  far  behind 
National  Distillers'  two  other  divi- 
sions. Bierwirth  says  the  liquor  and 
metals  operations  are  operating  above 
his  goal  of  20?  return  on  investment.  ■ 


V. 


E\'EH  since  the  first  .soap  opera, 
soap  has  been  the  archetypal  brand- 
ed good  and  probably  the  most 
heavily  advertised.  Its  $2-billion 
market  is  notoriously  competiti\e 
and   highly   profitable. 

Even  so,  in  recent  years  the 
soap  market  has  not  grown  too 
much.  For  all  their  fancy  laborato- 
ries and  massive  R&D  budgets,  the 
big  soap  companies  were  unable 
to  come  up  with  any  exciting  new 


NEW  SOAP  OPERA 


products.  Ad  budgets  were  slashed. 

It  took  a  small  Dutch  outfit  to 
teach  the  pros,  Procter  &  Gamble, 
Colgate-Palmolive  and  Lever  Bros., 
where  to  find  a  new  product — in 
the  stomach.  Enzymes  not  onK-  at- 
tack food  in  the  stomach  but  food 
stains  on  the  jeans.  Protein  stains 
(blood,  egg  yolk,  ketchup  and 
grass)  resist  ordinary  detergents 
but  dissolve  with  enzymes. 

That   isn't    the   onlv   reason    the 


U.S.  soap  companies  snapped  up 
the  idea  and  are  now  in  a  scramble 
for  market  share.  The  enzymes  add 
a  completely  new  step  to  the  laun- 
dry c\ cle.  Clothes  ha\e  to  be  soak- 
ed in  the  enzymes  for  at  least  30 
minutes  before  ordinary  detergent 
wash.  With  eight  major  enzyme 
products  now  on  the  market,  ad 
budgets  climbed  around  25?  last 
year  to  close  to  a  record  $180 
million. 
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Would  you  ask 
National  Lead  to  help 
get  you  out  of  a  hole 
in  Kuwait? 


Not  if  you  went  by  our  name  alone. 

Name  notwithstanding,  National  Lead  people  are  old 
hands  when  it  comes  to  solving  international  problems. 
Take  the  petroleum  industry,  for  example.  We  supply 
Baroid  drilling  muds  and  technical  services  that  help  oil 
men  drill  deeper  wells,  in  less  time,  everywhere  from 
Canada  to  Kuwait. 

National  Lead  now  has  50  divisions  and  subsidiaries 
throughout  the  world.  Making  200  different  product  lines. 
If  you  needed  paints  in  the  Philippines,  die  castings  in 


England,  fasteners  in  West  Germany,  lead  oxides  in  Ar- 
gentina or  titanium  pigments  just  about  anywhere  in  the 
world,  your  most  convenient  local  source  of  supply  would 
be  National  Lead.  And,  of  course,  that's  just  a  small  sam- 
pling of  our  products  and  plant  locations. 

Maybe  we  really  oughi  to  be  named  International . . . 

For  more  information  on  the  company  that's  going 
places,  everywhere,  write  National  Lead  Company,  Room 
5502,  1 1 1  Broadway,  New  York,  New  York  1 0006. 


National  Lead 


forsign  subsidiaries  and  atlilialss:  BARBER  DIE  CASTING  CO  LIMIXED,  Hamilton.  Canada  •  BAROID  OF  CANADA.  LTD  .  Calgary.  Canada  •  BAROID  OF  NIGERIA. 
LTD  .  Lagos.  Nigeria  •  BAROID  (U.K.)  LTD..  London.  England  •  CANADIAN  TITANIUM  PIGMENTS  LIMITED.  Montreal.  Canada  •  CHAS,  TAYLOR  SONS  S  A..  Brus- 
sels. Belgium  .  HOrr  metal  company  of  great  BRITAIN.  LTD  .  London.  England  •  INDUSTRIAS  DERIPLOM  S  A  ,  Buenos  Aires.  Argentina  •  KRONOS  TITAAN 
N.V..  Rotterdam.  The  Netherlands  •  KRONOS  TITANIUM  PIGMENTS  LIMITED.  London.  England  •  LAKESHORE  DIE  CASTING  LIMITED,  Guelph.  Canada  •  PIGMEN- 
TOS  MINEHAIS  INDUSTRIAL  E  COMERCIAL  PIGMINA  S  A,.  Salvador.  Brazil  •  SOCIETE  8ELGE  DU  TITANE  SA.  Brussels.  Belgium  •  THE  TITANIUM  ALLOY 
MANUFACTURING  CO  PTY.  LIMITED.  Tweed  Heads.  Australia  •  TITAN  CO.  A/S  FreOrikstad.  Norway  •  TITANGESELLSCHAFT  m,b  H  Leverkusen.  West  Germany  •  TITANIA  A/S  Hauge  i  Dalane.  Nonivay 
•ABBEY  CHEMICALS  LIMITED.  London.  England  •  BAROID  DE  VENEZUELA.  S  A..  Caracas.  Venezuela  •  BAROID  INTERNATIONAL  S.pA  .  Rome.  Italy  •  BARYTES  &  MINERALS  LIMITED.  Trinidad, 
British  West  Indies  •  DERIVES  DU  TITANE  SA  .  Langerbrugge.  Belgium  .  INDUSTRIAS  DOEHLER  DO  BRASIL.  S  A,.  Sao  Paulo.  Brazil  •  METAL  CASTINGS  DOEHLER  LIMITED.  Worcester  England- 
MINERAL  DEPOSITS  LIMITED.  Sydney.  Australia  •  NATIONAL  LEAD  COMPANY  (PHILIPPINES).  Manila.  Philippines  •  NATIONAL  LEAD  COMPANY  S  A..  Buenos  Aires.  Argentina  •  QUEENSLAND  TITAN- 
IUM MINES  PTY.  LTD..  Tin  Can  Bay.  Queensland.  Australia  •  SCHRAUBENFABRIK  NEUSTADT  GOETZ  &  CIE  GmbH  Neusladl.  West  Germany  •  SOCIETE  INDUSTRIELLE  DU  TITANE  Pans  France  • 
THE  CANADA  METAL  COMPANY  LIMITED.  Toronto.  Canada  •  THE  CARTER  WHITE  LEAD  COMPANY  OF  CANADA.  Ltd  .  Montreal.  Canada-  COLVER  S  p.A..  Milan.  Italy  BAROID  OF  LIBYA,  LTD  .Benghazi   Libya 


Adults  Employed 
as  Professional 
or  Managerial 


FORBES  55.7% 

fortune  47.6 
Business  Week  40.4 

U.S.  News  34.1 
Time  29.5 

Newsweek  28.6 

U.S.  Total  13.6 


Adults  Who  Are 

Professional- 

Managerials  with 

Household  Incomes 

of  $15,000  &  Over 


FORBES 

Fortune 

Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


28.4% 

25.6 
19.2 
11.5 

9.8 

8.3 

3.5 


Adults  Who  Are 
Professional- 
Managerial 
College  Graduates 


FORBES 

Fortune 

Business  Week 
US.  News 
Time 

Newsweek 
U.S.  Total 


42.2% 

35.8 
23.4 
20.9 
19.5 
16.5 
6.2 


Adults  Who  Are 

Professional- 

Managerials  with 

Large  Companies 


FORBES 

Fortune 

Business  Week 
Newsweek 
U.S.  News 
Time 
U.S.  Total 


24.9% 

19,4 
14.9 

8.6 

7.9 

7.5 

3.1 


Adults  Who  Are 

Professional- 

Managerials  Making 

PurchasingOecisions 


FORBES 

Fortune 

Business  Week 
U.S.  News 
Newsweek 
Time 
U.S.  Total 


34.6% 

32.3 
28.3 
19.2 
15.7 
15.6 
7.6 


Adults  Who  Are 
Professional- 
Managerial 
In-Home  Readers 


FORBES 

Time 
Fortune 
U.S.  News 
Newsweek 
Business  Week 


25.4%; 

22.5 
20.7 
19.5 
17.1 
12.8 


24  REASONS 

why  FORBES  continues  to  gain 

advertising  revenue  at  a  faster  rate 

than  Business  Week,  Fortune, 

U.  S.  New^s,  New^sw^eek  and  Time 


Percentages  based  on  the  concentration  in  each  magazine's  audience 


Adults  With  One 

or  More  Sources 

of  Non-Employment 

Income 


FORBES     80.3% 

Fortune  76,6 

US.  News  69.0 
Business  Week   67.0 

Time  62.1 

Newsweek  58  2 

US    Total  55  1 


Adliif- 

Receiving  Income 
from  Stocks 
and/or  Bonds 


FORBES 

Fortune 
Business  Week 
US   News 
Tim--, 
Newsweek 
U.S.  Total 


51.1% 

48.5 
34.8 
30  5 
26.8 
25  6 
13  3 


Adults 

Receiving  Income 

from  Savings 
Account  Interest 


Fortune  62.5o/o 

FORBES     59.9 

Business  Week   52.1 

U.S.  News 

Newsweek 

Time 

U.S.  Total 


49,2 
39.6 
37  3 
26  7 


Adults  Receiving 

Income  from 

Real  Estate 

and/or  Insurance 


FORBES 

U.S.  News 

Fortune 

Business  Week 

Newsweek 

Time 

U.S.  Total 


27.7% 

22.0 
21.1 
20.9 
18.0 
18.0 
13.3 


Adults  Buying 
Stocks,  Bonds  or 

Mutual  Funds 
in  Past  Two  Years 


FORBES 

Fortune 
U.S.  News 
Business  Week 
Time 

Newsweek 
US,  Total 


51.6% 

41.9 
J7.1 
32,5 
30  2 
28  1 
189 


Adults  Owning 
Securities  with 
Current  Market 

Value  of 
$20,000  &  Over 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 
us    Total 


18.2% 

13.3 
9.6 
8.0 
6.1 
5.0 
25 


Household  Heads 
with  Household 

Incomes  of 
}1 0.000  &  Over 


FORBES  66.1% 

Fortune  64  0 

Business  Week    57  I 
US    News  47  7 

Newsweeh  42  9 

Time  42  0 

US.  Total  23  0 


Adults  Who 

Are  College 

Educated 


FORBES 

Foitune 
Business  Week 
US    News 
Time 

Newsweek 
US.  Total 


72.0% 

71  4 
58.5 
54.9 
49.8 
49  0 
224 


Household  Heads 
Owning  Homes 

Valued  at 
$30,000  &  Over 


FORBES 

Fortune 
Business  Week 
US.  News 
Time 

Newsweek 
us.  Total 


24.2% 
228 

16.1 
15.4 
11.4 
10.3 
5.5 


Adults  Who  Are 

in  the  Upper 

nr  Upper  Middle 

Class 


Fortune  53.90/, 

FORBES  52.3 

Business  Week   37.1 
us.  News  33.9 

Times  30.2 

Newsweek  27.8 

US.  Total  12.0 


Adults  Owning 

One  or  More 

Cars  Bought  New 


FORBES  67.6% 

Fortune  67.3 

us.  News  63.7 

Newsweek  62.8 
Business  Week   61.7 

Time  61.3 

U.S.  Total  47.8 


Adults  Owning 

Two  or  More 

Cars 


FORBES  58.0% 

Fortune  52.0 
Business  Week  48.6 

Newsweek  46.3 

U.S.  News  43.3 

Time  42.5 

U.S.  Total  34.0 


FORBES  Magazine 
readers  don't  just  own 
American  business. 
They  run  it. 
Forbes:  capitalist  tool 


Data  Source  :  W.R.  Simmons  St  Associates  Research.  Inc.  "Selective  Markets  and  the  Media  Reaching  Them"  ©  1  96 


Forbes 


Adults  Owning 

a  Currently  Valid 

Passport 


FORBES 

Fortune 
Time 

Business  week 
Newsweek 
US   News 
US  Total 


11.7% 

108 
86 
8  5 
78 

5  8 

3.4 


Adults  Taking 

a  Foreign  Trip 

in  Past  Five  Years 


FORBES     27.9% 

Business  Week   26.9 

Time 

Fortune 

Newsweek 

U-S    News 

US.  Total 


25.7 
25.6 
22  8 

22  7 

13  5 


Forbes 

gs,r^Mr^ 

Adults  Who 

Rented  Cars 

in  Past  Year 

Fortune                20.604, 

FORBES      17.3 

Business  Week    15,6 

Newsweek             8,2 

U.S.  News             7,8 

Time                      6,9 

us.  Total             3,1 

Forbes  ■  FcJrbes 


Adults  Who 

Belong  to 

Country  Clubs  with 

Golf  Courses 


FORBES 

Fortune 

Business  Week 
US.  News 
Time 

Newswepk 
U  S,  Total 


10.8% 

10.6 

5,3 
4.7 
4,3 
3  7 
19 


Adults  Who 

Belong  to 

Business  Clubs 


FORBES 

Fortune 

Business  Week 
U,S.  News 
Newsweek 
Time 
US.  Total 


18.9% 

17.4 
14.5 
10.7 

7.9 

6.3 

38 


Adults  Owning 
$30,000  or  More 
in  Life  Insurance 


FORBES  34.9% 

Fortune  30.1 
Business  Week   23.1 

Newsweek  15.0 

U.S.  News  14.8 

Time  13.3 

U.S.  Total  5.6 


Connecticut  and^fXlfern  Mas^chusetts.  Golden.  Rich. 

Riding  roughsJI^^,?^^''  clip-clop  country.  43.2%  more  per  capita  increased  income 
than  Cattle  Land  has  come  by-inihe  last  decade.  And  that  ain't  hay,  pardners. 

With  nuclear  kilowatts  roped  and  ready.  Saddle  up,  son,  and  get  the  facts.  Ride  tall.  It's  the  place  to  be. 


THE  CONNECTICUT  LIGHT  and  POWER  CO 

THE  HARTFORD  ELECTRIC  LIGHT  CO 

WESTERN  MASS    ELECTRIC  CO 

HOLYOKE   WATER   POWER   CO 

NORTHEAST  UTILITIES  SERVICE  CO 


I     I 


NORTHEAST  UTILITIES 


BOX  270   HARTfORD    CONN    06101 


The  formula  for  profit  growth  in  the  chemical  industry  used  to  be  easy 
to  apply.  But  now  it's  much  more  complicated— if  indeed  it  exists  at  all. 


"Dltunc  the  last  two  years,  one  has 
often  heard  that  the  chemical  industry 
has  lost  its  glamour  for  the  investor, 
that  it  can  no  longer  be  considered  a 
growth  area,"  acknowledges  John  W. 
Brooks,  the  intense  and  exacting  new 
chief  executive  of  Sl-billion  liber  and 
chemical  producer  Celanese  Corp. 

Brooks  can  look  at  his  own  corn- 
pan)  and  discover  wh\.  In  1968,  he 
joined  the  chief  executives  of  two 
other  broadly  based  chemical  compa- 
nies. Allied  Chemical  and  Union  Car- 
bide, in  reporting  lower  nine-month 
earnings  than  in  1967.  The  heads  ot 
many  a  smaller  chemical  compans 
were  in  the  same  boat.  Yet,  in  sales, 
1968  was  a  record  year  for  all  the 
18  chemical  companies  listed  on  the 
Forbes  Yardsticks. 

In  testing  the  prosperity  of  the 
chemical  industry,  however,  sales 
growth — no  matter  how  fantastic — is 
froth;  return  on  equity  is  the  beer. 
Puring  the  past  five  years,  the  me- 
dian return  on  equity  for  ail  the  chem- 
ical companies  listed  by  Fohbes  was 
13.6'?,  making  it  a  respectal)l('  richtli 


among  Forbes'  23  industry  groups. 
But  the  return  has  declined  year  by 
\ear;  and  in  Forbes'  latest  calcula- 
tion, covering  the  fourth  quarter  of 
1967  and  the  first  three  quarters  of 
1968,  its  median  return  of  11.1%  put 
it  in  18th  place.  For  every  single 
chemical  company  on  the  Forbes  list 
sa\e  one  (Dow,  with  a  nominal  im- 
provement) showed  a  dip  in  return 
on  equity  as  compared  with  its  five- 
year  average. 

This  is  because  the  major  chemical 
products — plastics,  chemical  fibers, 
agricultural  products — follow  com- 
modity cycles  that  include  recurrent 
oxercapacity  and  price-cutting.  In 
1968,  fibers  recovered  enough  from 
their  1967  depres.sed  state  so  that 
du  Pont  President  Charles  B.  Mc- 
C;oy  could  report  in  November  that 
"the  market  is  strong  and  demand  is 
good."  But  plastics — particularly  low- 
density  polyethylene,  the  most  widely 
produced  type — were  in  oversupply, 
and  fertilizers  remained  well-nigh  a 
disaster  area  as  they  have  been  for 
iifarh'   tu'o  \'cars.    Meanwhile,  chem- 


ical company  wages  and  raw  material 
costs  continue  to  escalate. 

How  does  a  company  circumvent 
the  commodity  problem?  "Profit 
growth  in  the  chemical  industry,"  ad- 
vises Monsanto's  new  president,  Ed- 
ward J.  Bock,  "is  a  matter  of  product 
mix,  and  not  one  particular  area.  It's 
a  matter  of  leverage,  and  sometimes 
one  area  does  better  than  the  others." 

One  route  to  profit  growth,  there- 
fore, might  be  to  have  a  foothold  in 
numerous  chemicals.  But  only  the 
multibillion-dollar  companies  like  du 
Pont  and  Union  Carbide  are  able 
to  spread  significantly  across  plastics, 
agricultural  products  and  fibers.  The 
smaller  companies,  ranging  from  $236- 
million-sales  Pennsalt  to  S640-million 
Hercules,  must  rely  on  more  selective 
areas    for    their    principal    earnings. 

As  International  Minerals  &  Chem- 
ical demonstrates,  an  unhappy  choice 
ot  products  can  C]uickly  send  a  small 
company  to  the  bottom  of  the  Yard- 
sticks. The  largest  U.S.  fertilizer  pro- 
ducer, IMC  for  years  topped  the 
Yardsticks    in    growth    of    sales    and 


^^LCHEMICALS: 

YARDSTICKS  OF  IVIANAGEMENT  PERFORMANCE 

■ 

RANKING:     / 

PROFITABILITY:  8th  of  23. 
\_RANKING  IN  FORBES  500     B— 1 

GROWTH:  19th  of  23. 
RANKING   IN  CHEMICALS  INDUSTRY 

5-y«»r 
M«rig«  retii 
stockholders' 

Rank 
Company                           A         B 

rn  on 
equity 

Per- 
cent 

Latest  12- month 

return  on 

stocknolders'  equity 

Rank             Per- 
A          B         cent 

5-year 

comotned  ret'jrn  on 
debt  and  equity 

Rank          Per- 
A         B        cent 

5  year" 

annua!  increase 

in  sales 

Rank            Per- 
A          B         cent 

5  year* 
annual  increase  in 
per-share  earnings 

Rank            Per- 
A         B        cent 

Ethyl    Corp.                       13        (1) 
Eastman   Kodak               21        (2) 
Du  Pont,  E.  1.                    99       (3) 
Hercules  Inc.                  121        (4) 
Interchemical   Corp.       156       (5) 

29,8 

272 
17.5 
16.6 
14.8 

188        (5)        13.6 
25        (1)        23.9 
106       (2)        16.1 
165       (4)       14.0 
263        (7)        11.8 

194 
8 

71 
110 

86 

(9)       10,9 

(1)  26,9 

(2)  16,0 
(4)        13,5 

(3)  14,8 

92 

62 

402 

353 

136 

(5) 
(2) 
(8) 
(15) 
(6) 

16,8 

19.1 

5.3 

6.6 

13.9 

130 
59 
411 
297 
328 

(2) 
(1) 
(14) 
(6) 
(8) 

14.0 

20,2 

1.8 

6.7 
5.7 

American   Cyanamid       175       (6) 
Dow  Chemical                179       (7) 
Union   Carbide               182       (8) 
Staufler  Chemical          202       (9) 
Rohm  and  Haas            204      (10) 

14.4 
14.1 
14.0 
13.6 
13.5 

247        (6)        12.1 
158        (3)        14.3 
339       (12)         9.9 
282        (8)        11.3 
306       (10)       10.9 

142 
200 
190 
172 
111 

(6)  12.5 
(10)       10,8 
(8)       10,9 

(7)  11.5 
(5)        13.5 

341 
188 
357 
146 
334 

(13) 
(9) 

(16) 
(8) 

(14) 

6.9 
11.1 

6.5 
13.3 

6.8 

407 
215 
437 
319 
400 

(12) 
(4) 
(16) 
(7) 
(11) 

2,4 
9,7 
-0.4 
6,2 
3,0 

Celanese  Corp.              226      (11) 
Diamond  Shamrock          282       (12) 
Monsanto  Co.                283       (13) 
Air   Reduction                291       (14) 
Pennsalt  Chemicals         295      (15) 

Allied  Chemical              299      (16) 
Intl.  Min.  and  Chem.     307       (17) 
Grace,   W.R.                   337       (18) 

13.0 
11.8 
11.8 
11.6 
11.5 

389      (16)        8.4 
289       (9)        11.3 
347       (13)        9.8 
361       (15)        9.5 
337       (11)        9.9 

376 
276 
310 
358 
263 

(18)         7,1 

(12)  91 

(13)  8,5 
(17)        7.4 
(11)        3,5 

67 
323 
313 
340 
137 

(3) 

(11) 
(10) 
(12) 
(7) 

18.5 
7.3 
7.6 
6.9 

13.9 

416 
213 
409 
392 
292 

(15) 
(3) 
(13) 
(10) 
(5) 

1.6 
9,8 
2.0 
3,4 
7,0 

11.5 

11.2 
10.7 

.     421       (17)         7.3 
470       (18)         5.2 
356       (14)         9.6 

n.i 

316 
333 
319 

(14)  8.3 
(16)        7,9 

(15)  8,1 

394 
40 
69 

(17) 
(1) 
(4) 

5.7 
23,3 
18.3 
9.4 

467 
469 
374 

(17) 
(18) 
(9) 

-5,6 
-5.8 

4.1 

Industry    Median 

13.6 

10.9 

3.8 

A— in  FORBES  500.      B— In  Chemicals  in 

dustry. 

'Includes  latest  12-month  increase  vs. 

1962-63-64  average. 
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Security  is  an  IBM  1800  computer. 


This  is  an  executive.  Show  him  the 
letters  IBM  on  the  front  of  a  computer  and 
he  feels  secure.  Even  if  the  machine  behind 
the  letters  isn't  as  good  as  another  one  his 
company  could  buy. 

For  example,  our  SEL  810B  is  a  better 
computer  than  the  IBM  1800.  Judge  for 
yourself: 

The  SEL  810B  is  faster-790 
nanoseconds  versus  2  or  4  microseconds. 

Systems  Engineering  Laboratories  can 
design  and  deliver  custom  front-end 
equipment  with  the  SEL  810B.  IBM  can't 
with  the  1800. 

We  can  deliver  in  90  days.  Figure  on 
a  year  for  the  IBM  1800. 

To  top  it  all,  the  SEL  810B  costs  less. 
In  fact,  you  can  buy  two  SEL  810B's  for  the 
price  of  atypical  1800. 


What  does  IBM  have  to  say  about  all 
this?  That  they're  dedicated  to  service.  A 
noble  dedication.  But  we  say  a  computer 
is  built  to  perform,  not  to  be  serviced. 

We  know  these  are  pretty  brash  words. 
And  we  expect  to  be  called  on  them.  We 
invite  you  to  be  among  the  first. 

Call  us  at  home  collect.  Tell  us  you 
want  to  see  proof,  not  just  claims.  We'll 
set  up  a  demonstration. 

We  figure  if  we  spread  the  word  often 
enough  about  the  SEL810B,  eventually  it'll 
have  to  filter  up  through  that  great  big 
security  blanket. 

Call  Joe  Popolo  at  Systems  Engineering 
Laboratories  in  Ft.  Lauderdale.  The 
number  is  Area  Code  305/587-2900. 

Or  write  P.O.  Box  9148,  Ft.  Lauderdale, 
Florida  33310. 


Systems    Engineering    Laboratories 


When  you  consider 
how  important 
investment  ideas 
are...you  can 
understand  why 
Dean  Witter  &C0.1 
works  so  intently 
to  find  good  ones 
for  you. 

We  invest  $2%  million  annually 
to  run  the  Dean  Witter  Research 
Department  — a  department  whose 
only  goal  is  to  produce  sound 
investment  ideas  for  you. 

Reports  on  companies  and 
industries,  and  the  market  outlook 
as  a  whole,  flow  from  our  regional 
research  centers  directly  to  1067 
Account  Executives.  On-the-spot 
reports  from  our  men  on  the  floor 
of  the  New  York  Stock  Exchange 
are  relayed  twice  daily  to  our 
Account  Executives  in  64  offices 
nationwide.  All  of  this  information, 
and  more,  is  distributed 
through  50,000  miles  of  private 
leased  wires. 

The  result  is :  Dean  Witter 
Account  Executives  have  an  almost 
continual  flow  of  solid,  research- 
based  ideas  to  assist  j'ou  in  your 
efforts  to  achieve  your  investment 
goal.  If  you'd  like  more  information 
on  how  we  can  help  you,  just  call 
the  manager  of  the  Dean  Witter 
office  nearest  you.  He'll  be  glad  to 
arrange  an  appointment,  without 
cost  or  obligation,  of  course. 


You  're  close  to  men  who  know . . . 
when  you  invest  with 

Deak  Witter  Sz  Co. 

INCORPORATED 

Member  New  York  Stock  Exchsnge 

DIVISION  OFFICES  IN 

SAN  FRANCISCO  •  LOS  ANGELES  •  NEW  YORK  •  CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.S. 


earnings.  But  IMC's  former  president, 
Thomas  M.  Ware,  was  a  visionary 
who  continued  to  build  IMC's  fertil- 
izer capacity  at  the  same  time  oil  cpm- 
panies  were  invading  major  parts  of 
the  field.  He  reasoned  that  the  over- 
capacity would  be  absorbed  because 
the  world's  hungry  millions  have  to 
be  fed.  But  if  Ware  was  right  socio- 
logically, he  was  dead  wrong  from  a 
profit  standpoint.  Hunger  notwith- 
standing, overcapacity  crumpled- 
IMC's  profitability. 

Nelson  C.  White,  the  new  president, 
is  naturally  trying  to  start  IMC  grow- 
ing again  through  diversification.  .  In 
1968,  he  merged  IMC  with  Conti- 
nental Ore,  though  he  lost  Morton 
Salt.  But  as  the  year's  end  approached 
White  was  able  to  report,  "Now  we're 
down  to  where  fertihzer  sales  will 
run  less  than  half  of  our  total,  and 
earnings  will  probably  split  50-50." 

Small  &  Nimble 

Of  course,  IMC's  experience  can 
work  in  reverse  for  the  smaller  com- 
panies. That  is  why  the  cannier 
specialists  have  generally  grown 
faster  in  earnings  than  have  the 
diversified  majors.  Despite  an  off  year 
in  1968,  Pennsalt's  better-than-aver- 
age  growth  in  earnings  per  share  is 
based  on  specialty  chemicals  like  the 
fluorinated  hydrocarbons.  Hercules 
has  beaten  the  average  by  emphasiz- 
ing polypropylene  fibers  and  plastics. 

Staufl^er,  by  contrast,  still  prefers 
to  emphasize  its  heavy  industrial 
chemicals  despite  their  frequently  low 
margins.  "Industrial  chemicals,"  says 
Stauffer  President  Roger  W.  Gunder, 
"have  provided  us  the  money  to  get 
into  other  areas.  Industrial  chemicals 
certainly  are  not  a  dirty  word  with 
us."  One  reason  Gunder  is  wary 
about  roaming  into  ostensibly  more 
profitable  fields  is  that  it's  easy  to  fall 
behind  in  basics.  "Three  years  ago," 
he  said,  "you  could  live  with  a  plant 
that  produced  ammonia  at  $40  a  ton. 
Today  that  plant  would  have  to  be 
closed  down."  In  1968  Stauffer  de- 
emphasized  expansion  in  new  fields. 

For  the  smaller  companies,  a  crea- 
tive merger  sometimes  ofl^ers  real 
opportunities.  Ethyl  Corp.'s  starring 
role  on  the  Forbes  Yardsticks,  for  in- 
stance, was  attained  when  Floyd  D. 
Gottwald  used  his  little  Albemarle 
Paper  to  acquire  Ethyl  Corp.  in  1962 
and  then  adopted  its  name.  But  the 
resulting  sunburst  of  profits  was  based 
largely  on  a  highly  leveraged  capital 
structure.  In  1968,  Ethyl's  return  on 
equity  had  dipped  below  that  of  the 
real  leaders  like  Dow  and  Kodak,  as 
its  paper  business  fell  off. 

The  billion-dollar-sales  companies, 
with  their  already  widely  diversified 


businesses,  are  rendered  unwieldy 
not  only  by  their  size — du  Pont 
would  have  to  earn  $30  million  more 
for  a  10%  increase  in  earnings — bul 
also  by  their  complexity,  with  its 
frequently  attendant  management 
problems.  These  certainly  contributed 
to  the  disappointing  showings  of 
Allied  Chemical,  Celanese  and  Union 
Carbide  in  1968. 

For  instance,  despite  a  good  fiber 
year,  Celanese's  earnings  were  off  d% 
for  the  first  three  quarters.  The  prob-' 
lem  wasn't  fibers,  but  went  back  to 
Celanese's  entry  into  wood  products 
in  1948.  "We  once  thought  we 
would  expand  into  the  forest  products 
area,  since  they  were  in  both  fibers 
and  chemicals, "  said  President  Brooks. 
That  aim  is  now  discarded,  but  mis- 
adventures in  forest  products  in  Ca- 
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Fiber  emerges  from  spinning  machine. 

nada  and  Sicily  have  depressed  the 
company's  earnings  for  two  years.  A 
$15.8-million  write-off  in  Sicily  ac 
tually  carried  Celanese  into  the  red 
in  the  second  quarter.  "We  tend  to 
get  into  trouble,"  admits  Brooks, 
"when  we  establish  an  international 
operation  without  a  strong,  technically 
based  company  in  the  U.S." 

Allied  Chemical,  deep  in  a  man- 
agement reorganization  directed  by 
President  John  T.  Connor,  conducted 
the  same  type  of  cleanup  during 
1968,  and  reported  its  first  loss  in  his- 
tory in  the  third  quarter.  Allied's  prob- 
lems, howe\  er,  were  worse  than  Cela- 
nese's, since  Allied's  product  mix  con- 
sists mainly  of  depressed  agricultural 
chemicals  and  plastics.  Nor  has  Al- 
lied's extensive  di\  ersification  given 
clues  to  how  the  company  intends  to 
improve  its  record. 

"If  we  sold  off  businesses  when 
they  were  bad,  we  wouldn't  have  any 
businesses  today,"  says  President 
Kenneth  Rush  of  Union  Carbide. 
"There's  a  high  degree  of  relationship 
between  our  divisions.  You  don't  get 
synergism  by  spinning  off."  Unlike 
Celanese  or  Allied,  Union  Carbide 
isn't  pulling  in  its  lines  to  build  earn- 
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ings.  But  it  is  having  immense 
trouble  straightening  them  out,  which 
in  Carbide's  case  includes  developing 
marketing  skills  to  match  its  techno- 
logical sophistication.  "We're  paying 
for  inefficiency,"  Rush  admits. 

Dow  Chemical's  good  standing  in 
equity  and  in  profit  growth  on  the 
Yardsticks  shows  how  e%en  sizable 
companies  can  benefit  from  narrow 
markets.  The  bulk  of  Dow's  profits 
still  derive  from  industrial  chemicals 
and  minerals,  based  primarily  on  the 
brines  of  central  Michigan.  Dow 
would  hke  to  be  more  diversified,  as 
its  recent  move  into  fibers  shows.  But 
one  reason  the  company  does  so  well 
is  that  marketing  commodity  products 
is  far  simpler  than  marketing  con- 
sumer goods  or  branded  fibers. 

Magic  Carpeting? 

Most  successful  of  all,  however,  is 
good  marketing  in  complicated  mar- 
kets. And  du  Pont  and  Kodak,  the 
two  most  successful  chemical  com- 
panies, are  both  skilled  marketers. 
The\  have  become  two  of  America's 
wealthiest  companies  by  combining 
the  marketing  skill  of  the  smaller 
specialists  and  the  shelter  of  diver- 
sification possible  only  in  a  huge 
company.  Both  have  used  these  assets 
to  move  into  commodity-like  markets 
with  proprietary  branded  goods. 

For  du  Pont,  that  means  fibers 
such  as  Orion  and  Dacron,  whose 
name  every  housewife  knows.  "Du 
Pont  was  the  first  in  fibers,"  says 
President  McCoy,  "and  therefore 
should  be  the  best."  But  du  Pont's 
high  Yardstick  standing  in  return  on 
equity  isnt  based  solely  on  fibers. 
Even  when  fibers  were  depressed  in 
1967,  du  Pont's  total  businesses 
yielded  a  14%  return  on  equity,  which 
is  higher  than  half  the  other  chemical 
companies  in  good  years. 

But  du  Pont  isn't  quite  in  the 
promised  land  of  earnings  growth, 
despite  its  good  return.  .Among  cliem- 
ical  companies  only  Kodak  is  there. 
Kodak,  of  course,  is  the  American 
word  for  camera  and  film.  Photo 
products  provide  82%  of  the  com- 
pany's sales.  But  Kodak  also  has  sub- 
stantial investment  in  other  chemical 
products  than  film,  ranging  from 
plastics  to  its  Kodel  polyester  fiber. 
"Kodel,"  says  Chairman  Louis  K. 
Eilers,  "is  a  major  product  now.  We 
already  have  150  million  pounds  in 
annual  production  and  we're  putting 
in  another  hundred  million  pounds." 

"Kodel,"  Eilers  adds  hopefully,  "is 
the  Instamatic  of  the  rug  field" — dis- 
playing the  spirit  that  has  made 
Kodak  not  only  the  most  profitable, 
but  also  the  fastest-growing  of  U.S. 
chemical  companies  in  both  sales  and 
earnings  per  share.  ■ 


This  is  not  an  offering  of  these  shares  for  sale,  or  an  offer  to  buy,  or  a  solicitation  of 
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The  great  capital  spending  surge  of  the  mid-Sixties  is  over,  but 
expenditures  on  plant  and  equipment  continue  to  set  new  records. 


TnEi\E  WAS  no  need  to  hang  crepe. 
The  capital  spending  boom  that  be- 
gan in  1962,  lifting  plant  spending 
from  less  than  $40  billion  a  year  to 
o\er  S60  billion  by  1966,  had  not 
subsided.  It  just  stopped  growing 
(}uite  as  quickly. 

This  was  scarcely  surprising.  U.S. 
industry  had  been  upping  expendi- 
tures on  plant  and  equipment  at  a 
phenomenal  rate  during  the  booming 
mid-Sixties,  up  14.5'f  in  1964,  15.7% 
in  1965  and  16.7%  in  1986.  Then  came 
the  "money  crunch"  of  mid-1966. 
While  this  sent  some  industries  (not- 
abl\'  construction  and  building  mate- 
rials) into  a  tailspin,  it  niereh'  slowed 
the  advance  of  capital  spending.  In 
1967  plant  and  equipment  spending 
set  a  new  record,  but  it  rose  only 
1.6?.  Last  year,  according  to  the 
latest  a\ailable  figures,  capital  spend- 
ing regained  some  of  its  old  \igor,  in- 
creasing 4.7? — surtax  or  no. 

Does  this  mean  that  the  companies 
that  supply  U.S.  industry  with  its 
plant  and  equipment  are  headed  for 
a  period  of  famine,  following  the 
feast    of    the    mid-Sixties?    No    one 


among  the  equipment  makers  felt 
that  the  current  leveling  at  $64  bil- 
lion signaled  a  major  downturn.  Why? 
Because,  say  the  capital  goods  pro- 
ducers, soaring  labor  costs  coupled 
with  the  continuing  advance  of  tech- 
nology can't  help  but  accelerate  the . 
march  of  automation    {see  chart). 

Cheaper   By    the   Ton 

"Equipment  is  becoming  a  better 
and  better  bargain,"  says  Chairman 
William  L.  Wearly  of  Ingersoll-Rand 
Co.,  long  one  of  the  industry's  profit 
leaders.  "Labor  costs  have  been  ad- 
vancing at  a  much  faster  rate  than 
equipment  costs.  Our  customers  get 
a  lot  more  spending  their  money  on 
equipment  than  they  do  spending  it 
on  labor.  This  has  helped  stabilize 
the  capital  goods  industry." 

Chairman  George  S.  Dively  of  Cleve- 
land-based Harris-Intertype  Corp. 
agrees  wholeheartedh :  "Our  ke\ 
strategy  is  accelerating  our  technol- 
ogy," says  he.  "This  is  based  on  the 
premise  that  wage  rates  are  high  as 
hell,  and  they're  going  to  keep  going 
up.  If  our  customers  can  save  labor 


costs  by  making  larger  investments  in 
equipment,  they  have  to  buy  equip- 
-  ment.  I  would  say  our  customers  are 
relatively  less  tooled  up  in  relation  to 
the  problems  they  have  today  than 
they've   ever   been." 

Productivity  figures  lend  substance 
to  this  view.  Despite  the  $175  billion 
lavished  on  plant  and  equipment  by 
U.S.  industry  from  1965  to  1967, 
productivitv  gains  declined  from  3.1% 
in  1966  to' a  weak  1.4%  in  1967,  the 
lowest  in  11  years.  And  wages  have 
been  growing  faster  since  1966.  Pro- 
ductivity was  up  an  estimated  3.2% 
last  year,  wages  7%. 

Labor  unions  claim  this  is  due  to 
a  decline  in  production,  and  an  in- 
crease in  the  relative  number  of 
white-collar  workers  (up  from  19.9% 
of  the  total  emplovees  of  manufactur- 
ing firms  in  1953 'to  26.4%  in  1967). 
But  another  reason  is  that  with 
the  labor  market  as  tight  as  it  has 
been  for  the  past  few  years,  most 
manufacturers  did  not  lay  oflF  workers 
in  the  face  of  declining  production 
and  rising  wage  rates.  They  paid  a 
steep  price  for  this  in  lower  produc- 
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tivity  gains  and  a  decline  in  corporate 
profit  margins.  Obviously  this  can't 
keep  up  indefinitely. 

Add  to  this  the  fact  that  U.S.  manu- 
facturers in  the  metal-\\orking  field 
have  a  higher  percentage  of  equip- 
ment over  ten  years  old  than  do  for- 
eign competitors,  and  there  would 
seem  to  be  more  than  n»ere  wishful 
thinking  behind  the  long-term  opti- 
mism of  the  industry.  This  is  par- 
ticularK  true  for  those  companies 
that  make  equipment  with  superior 
labor  replacement  value,  such  as  nu- 
merically controlled  equipment,  the 
fastest-growing  area  of  the  business. 

Short  term,  however,  the  leveling 
in  capital  goods  shipments  in  1968 
hurt  the  equipment  makers.  Thirteen 
of  the  17  companies  ranked  on  the 
Forbes  Yardsticks  showed  declines  in 
return  on  equity  for  the  year.  The 
exceptions:  Budd  Co.,  Dravo  Corp., 
Harris-Intertype  and  Grinnell  Corp. 
(the  last  of  which  was  talking  merger 
with  giant  ITT  at  year's  end).  Here 
the  critical  factor  was  what  industry 
you  served,  and — as  ever — how  big 
\our  market  share  was. 

Wrong  Place 

Rail  equipment,  for  example,  was 
the  wrong  place  to  be  in  1968,  as  it 
was  in  1967.  Companies  like  GATX 
and  Evans  Products  (which  was  pre- 
dicting a  boom  in  car-building  a  few 
years  ago)  are  now  getting  out 
of  the  business.  ACF  Industries, 
which  did  not  expand  but  trimmed 
production  while  shifting  its  emphasis 
toward  highly  profitable  car  leasing 
(Forbes,  Dec.  1,  196H,  p.  45),  man- 
aged to  stay  in  the  black  in  car-build- 
ing last  year.  A  company  like  Pacific 
Car,  which  still  had  its  plants  geared 
to  peak  demand,  was  hurt  badly.  It 
suflfered  a  drop  from  an  average  of 
24.7%  to  13.6?,  as  a  poor  car-building 
year  was  aggravated  by  a  rash  of 
strikes  at  all  major  plants.  Happily, 
Pacific  Car  can  take  this  disastrous  11- 
point  drop  in  stride,  but  it  did  raise 
the  question;  How  long  could  Pacific 
remain  one  of  the  most  profitable  U.S. 
companies?  On  a  five-year  average, 
it  ranks  31st  in  return  on  equity, 
23rd  in  return  on  capital. 

"1  think  people  will  emulate  us  in 
cutting  capacit),"  observed  ACF's 
Chairman  John  F.  Burditt  of  the  car- 
building  market.  "Railroads  have  al- 
ways had  the  luxury  of  an  over- 
capacitized  industry;  they've  all  want- 
ed their  cars  at  the  same  time  or  none 
of  them  have  wanted  any.  Now,  if  this 
changes  they're  going  to  have  to  plan 
their  capital  expenditures  better." 

The  exception  to  the  rule  in  rail 
equipment  was  ailing  Budd,  though 
its  gain  in  return  on  equity  was  only 
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Better  Bet.  Whether  the  product  is  truck-mounted  pneumatic  drills  (above) 
or  milk-carton  forming  and  filling  equipment  (upper  left)  or  the  latest  elec- 
tronically controlled  printing  press  (lower  left),  new  and  better  machinery 
is    management's    best    defense    against    constantly    climbing    wage    rates. 


from  a  wretched  3.5%  five-year  aver- 
age to  a  not-much-better  3.8%.  As  the 
nation's  largest  independent  supplier 
of  automobile  components  (over  80% 
of  sales),  Budd  was  helped  by  one 
of  the  best  auto  years  in  history, 
but  it  remains  one  of  the  least  prof- 
itable manufacturers  in  the  U.S. 

The  "right"  business  to  be  in  last 
year  was  the  construction  of  plants 
(sufficiently  complex  to  b"  regarded 
as  outsize  machines).  That's  why 
California-based  contractor  Fluor,  for 
example,  has  far  outpaced  the  rest  of 
the  capital  goods  industry  in  earnings 
growth  (it  ranks  12th  in  the  Top 
500  with  a  52.2%  five-year  average). 
Fluor  is  still  blessed  with  strong  back- 
logs, but  a  small  decline  in  earnings 
last  year  suggested  that  the  phenom- 
enal pace  can  t  be  kept  up  indefinitely. 
That's  one  reason  why  Chairman  John 
R.  Fluor  used  his  high-priced  stock  to 
merge  with  Pike  Corp.  of  America,  an 
off-shore  driller  and  supplier  of  the 
petroleum  industry'  whose  operations 
neatly  complement  Floor's  existing  op- 
erations. 

Among   the   Best 

President  Robert  Dickey's  diversi- 
fied Dravo  Corp.,  which,  in  addition 
to  public  works  and  industrial  con- 
struction (primarily  in  steel,  metal- 
working  and  utilities)  also  has  a 
diversified  manufacturing  arm  ac- 
counting for  2.3%  of  revenues,  showed 
the  industry's  second  strongest  gain 
in  return  on  equity  last  year,  rising 
from  an  average  9.4%  to  11.8%  for 
1968.  Industrial  construction  provided 
most  of  the  profit  increase. 

A  once  conservative  old  company 


that  has  found  itself  sitting  pretty  in 
a  "hot"  industry  (communications) 
is  Harris-Intertype.  No  sooner  had  a 
1957  merger  given  it  control  of  more 
than  a  fourth  of  the  U.S.  printing 
equipment  industry  than  H-I  found 
itself  confronted  by  the  obvious  tech- 
nological threat  of  electronics  plus  a 
growing  import  threat  powered  by 
lower  labor  costs  abroad.  H-I  began 
carefully  buying  knowhow.  It  ac- 
quired a  small  broadcasting  equip- 
ment producer  in  1957,  a  micro- 
wave test  equipment  outfit  in  1960,  a 
medium-sized  ($50  million  sales)  gov- 
ernment contract  satellite-communica- 
tions and  data-processing  firm  in  1967, 
and  at  year's  end  was  negotiating  with 
a  smallish  electronics  finii. 

This  series  of  acquisitions  has 
given  H-I  one  of  the  fastest  sales 
Growth  records  around  (it  ranks  31st 
in  the  Top  500)  and  helped  boost  its 
return  on  equit>'  from  a  five-year 
average  of  13.5%  to  14.7%  last  year. 
"Conceptually,  we're  in  the  best  posi- 
tion of  any  of  them  that  are  talking 
about  electionic  communications," 
says  Chairman  Dively  with  an  eye  on 
Xerox  and  RCA,  among  others.  And 
it  will  need  that  good  position,  to 
judge  from  the  several  suitors  pursu- 
ing H-I  competitor  Miehle-Goss-Dex- 
ter  (among  them  North  American 
Rockwell  Corp). 

Ingersoll-Rand,  first  or  second  in 
its  major  markets,  is  one  of  the  in- 
dustry's most  reliable  profit  leaders, 
although  it  suffered  a  modest  decline 
in  return  on  equity  (from  a  five- 
year  average  of  20.6%  to  19.3%  in 
1968).  So  efficient  is  I-R  that  it  is 
one   of   the   few   companies    able   to 


compete  overseas  with  domestically 
manufactured  products.  The  acquisi- 
tion of  Torrington  Co.  (1967  sales: 
$122.6  million),  a  profitable  producer 
of  bearings  and  sewing-machine  need- 
les, with  good  opportunities  in  still- 
untapped  European  markets,  will 
serve  as  a  profit  center  around  which 
to  attach  faster-growing  acquisitions. 

I-R  isn't  resting  on  its  laurels  either. 
To  stay  as  efficient  as  it  has  been  in 
recent  years,  it  has  spent  considerably 
more  than  its  competitors,  Gardner- 
Denver  Co.  and  Chicago  Pneumatic 
Tool  Co.  as  a  percent  of  plant  on 
modernization  and  expansion  in  the 
past  few  years. 

Back  at   the  Mill 

Finally,  the  industry's  growth  stand- 
outs remained  the  same:  Cincinnati 
Milling  Machine  Co.,  the  nation's 
largest  machine-tool  producer  and 
Grinnell  Corp.  Grinnell's  profit 
growth  on  a  five-year  average  was 
aided  importantly  by  special  distribu- 
tions prior  to  the  forced  spinoff  of  cer- 
tain subsidiaries  last  \ear.  In  contrast, 
withou*:  acquisitions,  "The  Mill"  near- 
1\'  doubled  its  sales  revenue  and  more 
than  tripled  its  earnings  between 
1963  and  1967  for  a  23.8%  five-year 
average  growth  in  per-share  earnings. 
This  puts  it  within  the  top  10%  in 
earnings  Gro^vth — a  Yardstick  heavily 
dominated  b\  acquisitive  conglomer- 
ates. What  is  conservative  Cincinnati's 
secret?  Technological  innovation. 
About  half  of  The  Mill's  volume  last 
\'ear  came  from  products  not  in  its  - 
line  just  five  \ears  ago.  That  may  not  ' 
be  uncommon  in,  say,  a  drug  or  cos- 
metic outfit.  In  a  capital  goods  com- 
pany it's  something  else  again.  ■ 
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When  the  synthetic  fiber  producers  caught  cold  a  couple  of  years  ago,  many 
a  textile  company  nearly  died  of  pneumonia.  But  the  companies  that  un- 
derstood and  took  advantage  of  what  was  happening  have  bounced  back. 


Despite  its  frequent  use  of  similar 
materials  processed  in  similar  ways  and 
sold  in  the  same  markets  for  similar 
end  uses,  the  textiles  and  apparel  in- 
dustry is  composed  of  a  m\riad 
subindustries  that  normally  have  lit- 
tle connection  with  each  other:  The 
producer  of  ribbons  knows  nothing 
and  cares  less  about  what  happens  to 
the  weaver  of  industrial  twills,  and 
Melville  Shoe  might  grow  and  prosper 
little  affected  b\  the  fortunes  of  chem- 
ical industry  behemoth  E.I.  du  Pont 
de  Nemours. 

But  for  the  last  couple  of  years  the 
whole  textile  and  apparel  industry 
has  been  oriented  to  a  single  major 
e\ent:  a  massive  explosion  in  the 
raw-material  pipeline.  Like  all  major 
events,  this  affected  companies  in 
different  ways  and  to  different  de- 
grees. But  the  prosperity  of  all  the 
companies  in  the  industry  last  year 
was  go\erned  first  of  all  bv  their  re- 


lationship to  the  e\"ent  and  how  well 
their  management  skills  and  historical 
strategy  enabled  them  to  adjust  to  it. 

It  started  late  in  the  summer  of  1966 
with  a  sudden  massive  oversupph' 
in  all  the  major  man-made  fibers,  in- 
cluding nylon,  acryhc  and  polyester. 
( Ra\on  and  acetate  are  also  included 
though  the\-  are  not  true  synthetics 
but  reshaped  variants  of  natural  cel- 
lulosic  fibers  like  cotton.)  The  reasons 
for  the  oversupph-  were  partly  a  too- 
optimistic  assumption  by  the  fiber 
producers  regarding  total  market 
growth,  and  partly  the  private  as- 
sumption by  each  individual  producer 
that  with  a  bit  more  cleverness  and 
hard  work  he  could  increase  his  mar- 
ket share  at  the  expense  of  his  com- 
petitors. 

But  whatever  the  reasons  for  the 
o\  ercapacity,  all  the  fiber  producers 
reacted  to  it  by  slashing  their  prices. 
This    occured    about    the    ^nriif^    'i-iv 


that  the  price  of  cotton,  impelled  up- 
ward by  a  short  crop,  started  heading 
for  the  highest  le\'el  since  1920. 

The  immediate  result  was  that 
1967  became  almost  a  disaster  year 
for  fiber  users:  Those  who  depended 
on  man-made  fibers  suffered  heavy 
in\entory  losses,  while  those  who 
stuck  with  the  main  natural  fiber, 
cotton,  had  to  face  higher  raw-ma- 
terial costs,  increased  customer  price 
resistance  and  sharper  competition 
from  the  users  of  increasingly  cheap 
synthetic  fibers.  The  broad  result  was 
tliat  last  year,  for  the  first  time,  over 
half  of  U.S.  consumption  was  in  man- 
made  fibers  f.s.  only  28%  a  mere  eight 
\ears  ago. 

How  the\^  related  to  this  situation 
was  the  main  factor  governing  the 
fortunes  of  individual  textile  and  ap- 
parel companies  last  year.  All  three 
of  the  textile-fiber  producers  on 
Forbes'  list  showed  a  significant  de- 
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5-year 
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debt  and  equity 
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A         B        cent 

5-year' 
annual  increas*  In 
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Rank           Per- 
A         B        cent 

Melville  Shoe 
Indian   Head 
Du  Pont,  E.  1. 
Brown  Shoe 

11 

64 

99 

140 

(1) 
(2) 
(3) 
(4) 

305 
20.3 
17.5 
15.6 

9       (U 

106       (3) 

106       (3) 

92       (2) 

31.1 
16.1 
16.1 
16.5 

40       (1) 
282      (11) 

71        (2) 
102       (3) 

18,6 

9.0 

16.0 

13,9 

255 
101 
402 
436 

(10) 
(5) 
(14) 
(18) 

8,8 

15,8 

5,3 

4.2 

43       (1) 
150       (6) 
411      (15) 
158       (8) 

24.4 

12.4 

1.8 

12.1 

Kayser-Roth 
Cluett,  Peabody 
.  Burlington  Industries 
Spartans  Industries 

194 
195 
196 
208 

(5) 
(6) 
(7) 
(8) 

13.8 
138 
13.8 
13.4 

151  (6) 

152  (7) 
192        (9) 
235       (10) 

14.5 
14.4 
13.6 
12.5 

245      (10) 
216       (6) 
224       (7) 
229       (8) 

9.8 
10.3 
10.2 
10,1 

73 
121 
294 

64 

(3) 
(7) 
(12) 
(1) 

17.9 

14,5 

8,0 

18,6 

305      (13) 
192       (9) 
157       (7) 
451       (19) 

6.6 
10.5 
12.1 
-2,7 

Genesco 

Celanese 

Monsanto 

West  Point-Pepperell 

212 
226 
283 
322 

(9) 
(10) 
(11) 
(12) 

13.3 
13.0 
11.8 
10.9 

113        (5) 
389       (15) 
347       (13) 
403       (16) 

15.8 
8.4 
9.8 

8.1 

212       (5) 
376      (18) 
310      (13) 
188       (4) 

10,4 
7.1 
8,5 

10.9 

95 

67 
313 
432 

(4) 
(2) 
(13) 
(16) 

16.5 

18.5 

7.6 

4.5 

89       (4) 
416      (16) 
409      (14) 
303       (12) 

17.3 
1.6 
2,0 
6.7 

Interco   Inc. 
Shoe  Corp.  of  America 
United  Merchants 
Cannon   Mills 

327 
332 
360 
370 

(13) 
(14) 
(15) 
(16) 

10,9 
10.8 
10.3 
10.1 

173        (8) 
275       (11) 
333       (12) 
457       (18) 

13.8 

11.5 

10,1 

6.2 

289      (12) 
346      (15) 
320      (14) 
234       (9) 

8.S 
7.7 
8,1 
10,0 

118 
278 

406 
448 

(6) 
(11) 
(15) 
(19) 

14.8 
8.3 
5.2 
3,6 

51       (2) 
256      (11) 
149       (5) 
439      (18) 

22,4 

8,4 

12.5 

-0,4 

Stevens,  J.  P. 
Dan  River  Mills 
Cone   Mills 
Lowenstein,  M. 
Springs  Mills 

Industry  Medii 

402 
420 
453 
465 
467 

(17) 
(18) 
(19) 
(20) 
(21) 

8.9 
8,3 
6.5 

5.7 
5.6 

384       (14) 
464       (19) 
487       (20) 
449       (17) 
495      (21) 

8.5 
5.8 
2.8 
6.4 
0,8 

n.5 

364      (17) 
354      (16) 
429      (19) 
471       (21) 
465      (20) 

7.3 
7,6 
5,8 
4,3 
4.6 

252 
227 
459 
435 
464 

(9) 
(8) 
(20) 
(17) 
(21) 

8,9 
9,7 
3.0 
4.3 
2,6 
8.3 

200      (10) 
433      (17) 
464      (20) 
63       (3) 
480      (21) 

10,1 

0,1 

-4,7 

19,7 

-11.7 

an 

11.8 

9.0 

8.4 

A— In  FORBES  500.     B- 

-In  Textiles  &  Apparel  industry.     "Includes 

latest  12-month  increase  vs. 

1962-63-64 

average 
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SYNTHETICS 


-WHERE  THE  TEXTILE  PROFITS  ARE. 

"Textiles  have  been  having  a  good  year— especially  those  companies  in 
Synthetics,"  Monsanto's  Edward  J.  Bock  summarizes  the  graph  below. 
The  higher  a  textile  manufacturers  commitment  to  synthetics,  the  higher 
the  profitability. 


%■'  OF  SYNTHETICS 
USED  IN  GOODS  SOLD 


1968 


LAST  12  MONTHS 
RETURN  OF  EQUITY 


BURLINGTON 


STEVENS 


TEXTILE 
AVERAGE 


25.0% 


10.0% 


CONE 


SPRINGS       ■  0.8% 


•Estimated  for  1968. 

••Average  based  on  12  MO  ROE  of  Burlington.  Westpoint,  Cannon,  Stevens,  Dan  River, 
Cone,  Lowenstein  &  Springs. 


cline  in  return  on  equity  for  the  last 
12  months  vs.  their  averages  for  the 
past  five  years.  Entrenched  du  Pont, 
whose  nylon  actually  ushered  in  the 
age  of  synthetics,  suffered  much  less 
than  Monsanto  and  Celanese  though 
its  percentage  of  sales  from  fibers  is 
of  the  same  order  of  magnitude 
(about  33%  vs.  27%  and  48%,  respec- 
tively). But  at  year's  end  all  the 
synthetic  fiber  makers  had  improved 
in  profitability,  partly  because  of 
firming  prices  and  especially  because 
the  benefits  of  increasing  volume  were 
beginning  to  be  felt. 

Ever  since  nylon  first  began  to  ap- 
pear Oil  the  market  in  quantity  after 
World  War  II,  the  fiber  producers 
have  stood  unswervingly  by  their  pol- 
icy of  "pull-through"  promotion— de- 
signed to  create  such  an  appetite  for  ■ 
goods  made  of  their  fibers  that  the 
consumer  would  demand  products 
made  of  such  materials  at  the  store. 
Boasted  new  President  Edward  J. 
Bock  of  Monsanto,  "The  consumer 
knows  our  names,  Acrilan  and  Wear- 
Dated,  and  buys  them."  Nor  did  the 
companies  abandon  their  promotion 
in  the  face  of  a  temporary  fiber  glut. 

Broader  &  Better 

None  of  the  textile  companies  was 
better  positioned  for  a  recovery  last 
year  than  giant  (over  $1.6-billion 
sales)  Burlington  Industries,  about 
70%  of  whose  sales  are  in  predom- 
inantly synthetic  items.  "We  were  the 
first  major  user  of  man-made  fibers, 
and  it  has  continued  that  way,"  says 
President  Ely  Callaway.  This  was  one 
reason  why  Burlington  was  not  only 
the  most  profitable  of  the  big  textile 
producers  but  maintained  its  return 
on  equity  almost  unimpaired  in  the 
latest  12  months. 

Though  J. P.  Stevens  uses  almost  as 
high  a  percentage  of  synthetic  fibers 
as  Burlington,  it  has  consistently  lag- 
ged behind  its  bigger  rival  in  Profit- 
ability, and  it  suffered  a  deeper  dip 
in  the  latest  12  months.  In  part  this 
was  because  Burlington's  branded- 
goods  business  was  in  both  apparel 
and  household  items,  while  Stevens' 
concentration  tended  to  be  in  the 
latter;  but  another  reason  may  be 
that  Stevens'  management  never 
seems  to  have  set  itself  as  ambitious 
profit  goals  as  Burlington  has. 

In  a  market  that  was  rapidly  going 
synthetic,  those  producers  committed 
primarily  to  cotton — West  Point-Pep- 
perell.  Cannon,  Dan  River,  Cone, 
Lowenstein  and  Springs — did  about 
as  badly  as  might  be  expected:  All 
turned  in  poor-to-abysmal  returns  on 
equity  in  the  latest  12  months,  and 
in  most  cases  suffered  serious  declines 
from  their  five-year  averages. 

The  trend  toward  synthetic  at  least 
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has  some  of  the  cotton-goods  produc- 
ers worried.  "A  >ear  and  a  half  ago 
almost  all  shirts  and  sheets  were  all- 
cotton,"  sa\s  President  H.  William 
Close  of  Springs  Mills.  "Today  al- 
most all  shirts,  whether  domestic 
or  imports,  are  s\nthetic,  and  the 
same  thing  is  happening  with  sheets." 
.\dds  Chairman  Joseph  L.  Lanier  Sr. 
of  West  Point-Pepperell,  tvvo-thirds  of 
whose  raw  material  was  cotton  tmtil 
recently,  "We're  continuing  to  in- 
crease our  use  of  synthetic  fibers,  and 
limiting  our  reliance  on  cotton." 

The  only  two  textile  companies 
that  held  to  a  special  course  were 
also  special  cases.  Indian  Head,  which 
saw  its  heretofore  excellent  return  on 
equity  (five-year  average:  20.3?) 
drop  to  16.1?,  has  diversified  heavily 
into  metal  and  auto  parts  and  glass 
containers.  United  Merchants  &  Man- 
ufacturers, on  the  other  hand,  suffered 
little  erosion  of  a  much  lower  return; 
but  UMM  is  now  primariK  a  mer- 
chandiser of  specialties  (like  ConTact 
paper)  and  a  major  retailer  ( Robert 
Hall  stores). 

The  Style  Boys 

The  apparel  makers  tended  to  be 
helped  by  the  promotional  push  that 
put  synthetics  in  the  dominant  textile 
position.  Thus  Kayser-Roth  and  Cluett, 
Peabody,  starting  with  the  same  aver- 
age five-year  profitability,  came  up 
with  almost  exactly  the  same  im- 
provement in  the  latest  12  months. 
Spartans  Industries  did  not  improve; 
but  its  apparel  manufacturing  is  now 
overshadowed  by  its  troubled  Kor- 
vette  retailing  operations. 

The  best  showing  in  the  group  was 
made  by  the  companies  least  affected 
b\  the  fiber  revolution,  namely,  the 
shoe  outfits.  Every  single  company 
with  significant  shoe  operations  im- 
proved its  profitability  in  the  latest 
12  months,  even  Melville  Shoe,  whose 
dazzling  31.1?  return  on  equity  lifted 
it  to  ninth  among  Fohbes'  500  com- 
panies. And  Interco  showed  the  big- 
gest profitability  gain  of  any  of  the 
textile  and  apparel  companies,  though 
some  of  its  improvement  must  be 
credited  to  its  interesting  retail  opera- 
tion, often  aimed  at  areas  (such  as 
small  southern  towns)  and  income 
groups  (below  average)  that  the  top 
retailers  have  tended  to  ignore. 

But  the  tramp  of  technology  was 
being  heard  in  shoe-making  also. 
Last  year  s\nthetics  like  du  Pont's 
Corfam  accounted  for  6?  of  the 
leather-like  materials  used  on  shoes. 
With  other  producers  pushing  equiv- 
alent materials  for  all  they  were 
worth,  who  could  say  that  some  future 
year  would  not  see  in  shoes  the  glut 
and  price-cutting  that  sparked  the 
Great  Fiber  Revolution  of  1967-68?  ■ 


Want  to  know  where  to  go 
to  make  your  fortune  ?_^ 


Read  all  about  it.  Free. 


Send  for  our  brochure,  "The 
Industrial  Southeast."  Tells  you 
about  our  six-state  territory 
(Alabama,  Georgia,  Florida,  the 
Carolinas,  and  Virginia)  and  about 
the  site  selection  services  of  our 
development  staff. 
Address:  Philip  J.  Lee, 
Vice  President,  Traffic, 
Seaboard  Coast  Line      ' 

Railroad,  Jacksonville./^^^T-^^^/vf 
Florida  32202.  railroad 


WE  WISH  YOU  6R0WTH  AND  PROSPERITY  IN  THE  NEW  YEAR 

TESSEL.  PATURICK  &  OSTRAU.  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY.  NEW  YORK,  N.Y. 
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Distribution 


Although  middlemen  operate  with  the  lowest  margin  of  any  industry, 
it's  not  the  size  of  the  margin  that  counts,  but  how  it's  managed. 


The  only  thing  that  all  or  practi- 
cally all  of  the  76  companies  in 
Forbes'  Distribution  group  have  in 
common  is  that  they  are  middlemen. 
That  is,  for  the  most  part  they  buy 
goods  designed,  made  and  promoted 
by  others  and  then  try  to  resell  them 
at  a  higher  price — and  only  a  slightly 
higher  price,  to  judge  from  the  fact 
that  the  median  operating  profit  mar- 
gin of  the  Distribution  group  is  the 
lowest  of  the  23  industry  groups. 

Few  distributors  have  found  a  way 
to  beat  the  middleman  rap.  One  is 
wholesaler  Avon  Products,  manufac- 
turing most  of  its  own  goods,  for  which 


it  has  created  brand  acceptance,  and 
selling  them  door-to-door  through  its 
own  retail  sales  force.  Two  others  with 
better  than  average  margins  are  Sears, 
Roebuck  and  J.C.  Penney — Sears  be- 
cause it  does  part  of  its  own  manu- 
facturing, and  both  because  they  have 
patiently  built  up  consumer  accep- 
tance of  their  house  brands.  While 
manufacturing  tends  to  lower  the  cost 
of  goods,  private-label  items  return  a 
greater  profit  because  expensive  pro- 
motion is  almost  eliminated. 

But  that  does  not  mean  that  the 
rest  of  the  distributors  can  simply  be 
lumped  together  as  middlemen.  With- 


in Jthe  group  there  are  varying  styles 
of  play  and  varying  degrees  of  skill 
among  the  players.  For  example, 
standout  Federated  Department  Stores 
enjoyed  a  five-year  average  operating 
profit  margin  of  11.1%  vs.  only  2.3% 
for  Malone  &  Hyde  and  only  1.6% 
for  Super  Valu  Stores,  one  of  the 
very  lowest  in  a  low-ranking  group. 
But  M&H  and  Super  Valu  show  a 
better  return  on  equity — both  for  the 
last  five  years  and  the  most  recent 
12-month  period — than  Federated. 

The  reason  is  that  Federated  is  a 
department-store  chain  with  all  the 
expenses  attendant  upon  selling  a  wide 
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Rank 
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Rank 
A         B 
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Rank 
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Per- 
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Avon  Products 

3 

(1) 

43.4 

4 

(2) 

38.5 

1 

(1) 

41.1 

101 

(20) 

15.8 

103 

(19) 

16.4 

MacDonald,  E.F. 

4 

(2) 

37.3 

2 

(1) 

39.0 

14 

(3) 

22.5 

101 

(20) 

15.8 

34 

(7) 

26.6 

Zayre  Corp. 

7 

(3) 

34.3 

32 

(8) 

22.4 

33 

(5) 

19.5 

26 

(3) 

27.6 

27 

(3) 

30.3 

Rapid  American 

10 

(4) 

31.9 

23 

(7) 

24.2 

370 

(58) 

7.1 

125 

(24) 

14.2 

14 

(2) 

48.2 

IVIelville  Shoe 

11 

(5) 

30.5 

9 

(4) 

31.1 

40 

(9) 

18.6 

255 

(39) 

8.8 

43 

(9) 

24.4 

Sperry  &  Hutchinson 

14 

(6) 

29.7 

21 

(6) 

24.9 

10 

(2) 

25.2 

475 

(71) 

1.9 

131 

(22) 

13.7 

Lucky  Stores 

15 

(7) 

29.5 

7 

(3) 

33.3 

54 

(11) 

17.3 

37 

(6) 

24.0 

31 

(5) 

27.4 

Supermarkets  General 

22 

(8) 

27.2 

14 

(5) 

27.9 

34 

(6) 

19.4 

21 

(2) 

31.9 

38 

(8) 

25.9 

Arlans  Dept.  Store 

26 

(9) 

25.6 

86 

(16) 

16.9 

63 

(12) 

16.8 

59 

(10) 

19.4 

196 

(34) 

10.3 

Cook  Coffee  Co. 

39 

(10) 

22.8 

44 

(12) 

20.2 

90 

(17) 

14.5 

98 

(18) 

16.3 

69 

(16) 

18.8 

Winn-Dixie  Stores 

40 

(11) 

22.7 

35 

(9) 

21.8 

22 

(4) 

21.0 

370 

(54) 

6.2 

317 

(50) 

6.2 

Albertson's,  Inc. 

41 

(12) 

22.6 

41 

(11) 

20.9 

38 

(8) 

19.1 

85 

(15) 

17.3 

139 

(24) 

13.2 

Southland  Corp. 

44 

(13) 

22.3 

40 

(10) 

20.9 

179 

(29) 

11.3 

42 

(9) 

22.9 

56 

(13) 

21.0 

Borman  Food  Stores 

55 

(14) 

20.3 

206 

(40) 

13.2 

36 

(7) 

19.2 

99 

(19) 

16.2 

412 

(62) 

1.7 

Scot  Lad  Food;) 

73 

(15) 

19.7 

58 

(15) 

18.8 

116 

(21) 

13.3 

75 

(14) 

17.8 

131 

(22) 

13.7 

1      Super  Valu  Stores 

76 

(16) 

19.6 

94 

(18) 

16.5 

122 

(23) 

13.1 

173 

(29) 

11.8 

271 

(43) 

7.9 

Wickes  Corp. 

78 

(17) 

19.4 

106 

(19) 

16.1 

64 

(13) 

16.7 

174 

(30) 

11.7 

312 

(49) 

6.4 

Beneficial  Finance 

82 

(18) 

19.0 

227 

(44) 

12.7 

374 

(59) 

7.1 

291 

(43) 

8.1 

300 

(48) 

6.7 

1     Penney,  J.C. 

83 

(19) 

18.8 

50 

(13) 

19.6 

41 

(10) 

18.8 

207 

(33) 

10.4 

173 

(30) 

11.2 

Vornado,  Inc. 

94 

(20) 

18.0 

332 

(53) 

10.1 

158 

(28) 

11.8 

14 

(1) 

39.6 

364 

(57) 

4.3 

Grant,  W.T. 

105 

(21) 

17.4 

118 

(23) 

15.7 

127 

(24) 

13.0 

296 

(45) 

8.0 

67 

(14) 

18.9 

Fleming  Co. 

108 

(22) 

17.3 

123 

(24) 

15.5 

87 

(15) 

14.9 

93 

(16) 

16.7 

222 

(37) 

9.6 

Automatic  Retailer 

110 

(23) 

17.1 

116 

(22) 

15.7 

257 

(41) 

9.6 

127 

(25) 

14.1 

147 

(26) 

12.5 

Thrifty  Drug  Store 

118 

(24) 

16.6 

189 

(34) 

13.6 

88 

(16) 

14.6 

294 

(44) 

8.0 

356 

(55) 

4.6 

Dayton  Corp. 

124 

(25) 

16.3 

139 

(27) 

14.7 

267 

(44) 

9.4 

70 

(12) 

18.3 

28 

(4) 

29.7 

Malone  and  Hyde 

125 

(26) 

16.2 

52 

(14) 

19.3 

128 

(25) 

12.9 

33 

(4) 

24.6 

53 

(12) 

21.6 

Interstate  Dept. 

129 

(27) 

16.1 

110 

(20) 

16.0 

99 

(18) 

14.0 

114 

(22) 

15.1 

118 

(20) 

15.2 

Household  Finance 

136 

(28) 

15.8 

88 

(17) 

16.7 

394 

(62) 

6.6 

224 

(36) 

9.8 

185 

(33) 

10.9 

■     Federated  Dept. 

138 

(29) 

15.8 

183 

(33) 

13.7 

79 

(14) 

15.2 

208 

(34) 

10.2 

297 

(46) 

6.7 

Sears,  Roebuck 

147 

(30) 

15.3 

193 

(36) 

13.5 

118 

(22) 

13.2 

268 

(41) 

8.5 

263 

(42) 

8.2 

A— In   FORBES   500     B— In  Distribution 

Industry. 

'Includes 

latest 

12-month 

increase  vs.   1962-63-64  average. 
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^^OmR/BUT/ON:   YARDSTICKS  OF  MANAGEMENT  PERFORMANCE  jk 

i                                                                  1 

5- year 

Latest  12-month 

S-ywr 

5-year* 

S-yaar 

average  return  on 

return  on 

combined  return  on 

annual  Increase 

annual  Increase  in 

itockholden' 

equity 

stockholders' 

equity 

debt  and  equity 

in  sales 

per-share  earnings 

Rank 

ft                      D 

Per- 
cent 

Rank 

Per- 
cent 

Rank 

m                    n 

Per- 
cent 

Rank 

Per- 
cent 

Rank 

Per- 
cent 

Company 

A 

D 

A 

D 

A 

D 

A 

D 

A 

o 

Safeway  Stores 

150 

(31) 

15.2 

166 

(28) 

13.9 

115 

(20) 

13.3 

376 

(56) 

6.1 

353 

(54) 

4.8 

Campbell  Taggart 

163 

(32) 

14.6 

178 

(32) 

13.7 

108 

(19) 

13.5 

428 

(63) 

4.6 

291 

(45) 

7.1 

Walgreen  Co. 

174 

(33) 

14.4 

169 

(29) 

13.9 

151 

(27) 

12.0 

191 

(32) 

10.9 

168 

(29) 

11.4 

Giant  Food 

184 

(34) 

14.0 

130 

(26) 

15.1 

261 

(43) 

9.5 

155 

(27) 

12.4 

68 

(15) 

18.9 

Assoc.  Dry  Goods 

190 

(35) 

13.8 

199 

(38) 

13.3 

201 

(32) 

10.8 

185 

(31) 

11.2 

123 

(21) 

14.4 

Jewel  Companies 

196 

(36) 

13.8 

193 

(36) 

13.5 

256 

(40) 

9.6 

167 

(28) 

12.0 

281 

(44) 

7.6 

C.I.T.  Financial 

206 

(37) 

13.5 

191 

(35) 

13.6 

440 

(67) 

5.6 

267 

(40) 

8.5 

377 

(60) 

4.0 

Spartans  Industries 

208 

(38) 

13.4 

235 

(46) 

12.5 

229 

(36) 

10.1 

64 

(11) 

18.6 

451 

(66) 

-2.7 

Genesco,  Inc. 

212 

(39) 

13.3 

113 

(21) 

15.8 

212 

(33) 

10.4 

95 

(17) 

16.5 

89 

(17) 

17.3 

Mercantile  Stores 

214 

(40) 

13.2 

203 

(39) 

13.2 

194 

(30) 

10.9 

326 

(50) 

7.2 

142 

(25) 

13.0 

Colonial  Stores 

216 

(41) 

13.2 

218 

(42) 

13.0 

242 

(37) 

9.9 

456 

(67) 

3.4 

243 

(41) 

8.9 

Kroger  Co 

222 

(42) 

13.1 

258 

(49) 

11.9 

257 

(41) 

9.6 

312 

(48) 

7.6 

299 

(47) 

6.7 

Gimt>el  Brothers 

232 

(43) 

12.8 

244 

(47) 

12.1 

249 

(39) 

9.8 

400 

(58) 

5.4 

150 

(28) 

12.4 

Univ.  Leaf  Tobacco 

236 

(44) 

12.8 

254 

(48) 

12.0 

144 

(26) 

12.3 

244 

(38) 

9.2 

325 

(52) 

5.7 

Stop  and  Shop 

241 

(45) 

12.7 

216 

(41) 

13.0 

348 

(55) 

7.7 

,     216 

(35) 

10.1 

322 

(51) 

6.0 

Macy,  R.H. 

253 

(46) 

12.4 

218 

(42) 

13.0 

350 

(56) 

7.6 

314 

(49) 

7.5 

102 

(18) 

16.4 

Broadway-Hale 

255 

(47) 

12.4 

289 

(51) 

11.3 

197 

(31) 

10.8 

72 

(13) 

17.9 

201 

(35) 

10.1 

Canteen  Corp. 

262 

(48) 

12.3 

229 

(45) 

12.7 

276 

(46) 

9.1 

420 

(61) 

4.8 

44 

(10) 

24.2 

Marshall  Field 

270 

(49) 

12.1 

277 

(50) 

11.5 

220 

(34) 

10.3 

363 

(52) 

6.3 

235 

(39) 

9.2 

1      Kresge,  S.S. 

273 

(50) 

12.1 

125 

(25) 

15.4 

228 

(35) 

10.2 

38 

(7) 

23.6 

32 

(6) 

27.1 

May  Dept.  Stores 

286 

(51) 

11.7 

361 

(58) 

9.5 

291 

(48) 

8.9 

334 

(51) 

7.0 

421 

(63) 

1.0 

Grand  Union 

287 

(52) 

11.6 

298 

(52) 

11.0 

245 

(38) 

9.8 

302 

(46) 

7.8 

181 

(31) 

11.0 

Central  Soya 

296 

(53) 

11.5 

419 

(64) 

7.5 

271 

(45) 

9.4 

303 

(47) 

7.8 

431 

(64) 

0.2 

Thrittimart,  Inc. 

316 

(54) 

11.1 

344 

(55) 

9.8 

331 

(53) 

7.9 

430 

(64) 

4.5 

383 

(61) 

3.8 

Interco,  Inc. 

327 

(55) 

10.9 

173 

(31) 

13.8 

289 

(47) 

8.9 

118 

(23) 

14.8 

51 

(11) 

22.4 

Allied  Supermarkets 

339 

(56) 

10.6 

462 

(70) 

6.0 

297 

(49) 

8.7 

132 

(26) 

14.0 

479 

(72) 

-9.9 

Woolworth,  F.  W. 

348 

(57) 

10.5 

370 

(60) 

9.2 

304 

(51) 

8.6 

283 

(42) 

8.2 

369 

(58) 

4.2 

United  Merchants 

360 

(58) 

10.3 

333 

(54) 

10.1 

320 

(52) 

8.1 

406 

(60) 

5.2 

149 

(27) 

12.5 

Allied  Stores 

378 

(59) 

9.8 

348 

(56) 

9.7 

404 

(64) 

6.4 

364 

(53) 

6.3 

184 

(32) 

11.0 

Food  Fair  Stores 

380 

(60) 

9.8 

359 

(57) 

9.6 

386 

(61) 

6.8 

405 

(59) 

5.3 

373 

(59) 

4.2 

Super  Food  Service 

395 

(61) 

9.2 

402 

(62) 

8.1 

432 

(65) 

5.8 

378 

(57) 

6.1 

•• 

Great  A&P 

406 

(62) 

8.8 

416 

(63) 

7.7 

300 

(50) 

8.7 

483 

(73) 

0.8 

452 

(67) 

-2.7 

Murphy,  G.C. 

413 

(63) 

8.6 

401 

(61) 

8.2 

332 

(54) 

7.9 

421 

(62) 

4.7 

357 

(56) 

4.6 

National  Tea 

416 

(64) 

8.4 

435 

(66) 

6.9 

380 

(60) 

6.9 

460 

(68) 

2.9 

443 

(65) 

-1.5 

Gamble-Skogmo 

417 

(65) 

8.4 

420 

•(65) 

7.4 

367 

(57) 

7.2 

41 

(8) 

23.2 

240 

(40) 

9.1 

Arden-Maylair 

426 

(66) 

8.0 

469 

(73) 

5.3 

455 

(70) 

5.2 

375 

(55) 

6.1 

476 

(71) 

-6.8 

DiGiorgio  Corp. 

430 

(67) 

8.0 

367 

(59) 

9.4 

396 

(63) 

6.5 

35 

(5) 

24.3 

228 

(38) 

9.4 

Inter'l  Milling 

443 

(68) 

7.1 

468 

(72) 

5.3 

454 

(69) 

5.3 

463 

(70) 

2.8 

470 

(69) 

-5.9 

City  Stores 

452 

(69) 

6.6 

452 

(69) 

6.3 

451 

(68) 

5.4 

445 

(66) 

3.7 

«« 

Acme  Markets 

455 

(70) 

6.4 

463 

(71) 

5.8 

435 

(66) 

5.7 

438 

(65) 

4.1 

472 

(70) 

-6.1 

Newberry,  J  J. 

466 

(71) 

5.6 

438 

(67) 

6.9 

466 

(71) 

4.5 

462 

(69) 

2.9 

2 

(1) 

114.8 

Anderson,  Clayton 

473 

(72) 

5.0 

471 

(74) 

5.2 

473 

(72) 

4.2 

480 

(72) 

1.4 

350 

(53) 

4.9 

Marcor,  Inc. 

483 

(73) 

3.7 

441 

(68) 

6.8 

483 

(74) 

3.1 

239 

(37) 

9.2 

203 

(36) 

10.0 

Archer-Daniels-Mid. 

484 

(74) 

3.7 

485 

(75) 

3.1 

481 

(73) 

3.2 

484 

(74) 

0.8 

457 

(68) 

-3.6 

First  Nat'l  Stores 

490 

(75) 

1.6 

497 

(76) 

Def. 

489 

(75) 

1.6 

492 

(76) 

-2.0 

491 

(73) 

t 

Great  Western  United 
Industry  Medi 

tt 

171 

(30) 

13.9 
13.3 

tt 

485 

(75) 

0.3 
9.0 

tt 

an 

13.4 

9.8 

9.4 

A— In    FORBES    500. 

3 — In    Distribution 

industry. 

'includes   latest 

12-montli 

increase 

vs.    1962-63-64 

average. 

tProfit   to 

a   deficit 

••Deficit  to  a 

profit; 

not  ranked.     ttNot  available;    not  ranked 

.     Def.— 

Deficit. 

variety  of  fashion  merchandise,  includ- 
ing much  personal  service.  M&H  and 
Super  Valu  are  representative  of  the 
fast-growing  voluntary  food  chains 
where,  as  wholesalers,  they  supply 
groups  of  independently  owned  super- 
markets with  private-label  goods   as 


well  as  operational  and  merchandising 
services.  They  avoid  the  expenses  of 
actually  managing  the  stores  and  show 
the  kind  of  turnover  that  can  convert 
a  very  low  operating  margin  into  a 
very  good  return  on  invested  capital 
— around    13%    for    both    companies. 


But  one  of  the  risks  of  operating  on 
a  narrow  margin  is  that  the  margin 
can  suddenly  shrink  disastrously  in  a 
period  of  rising  costs.  Perhaps  that 
explains  why  nearly  three-fourths  of 
the  companies  in  Forbes'  Distribution 
group    showed    a    lower    retmn    on 
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Stuck.  The  Nehru  jacket  il- 
lustrates a  prime  rule  of  dis- 
tribution: A  product  isr)'t 
worth  what  the  rryerchant 
pays  for  it,  but  what  the 
public  will  pay  for  it.  The 
public  doesn't  care  for  Nehru 
jackets  any  longer.  Conse- 
quently, merchants  are  sell- 
ing them  at  a  loss,  not  a  profit. 


equity  in  the  last  12  months  than  for 
the  average  of  the  last  five  years. 
FurtheiTnore,  the  existence  of  ample 
competition  at  all  times  is  practically 
guaranteed.  "It  takes  time  and  money 
to  get  into  the  steel  industry,"  says 
Dr.  David  Rachman,  assistant  mar- 
keting professor  at  Manhattan's  Ber- 
nard M.  Baruch  College,  "but  any- 
body can  go  into  retailing  overnight." 

While  outsiders  are  not  exactly 
breaking  down  the  door  to  get  into 
distribution,  the  leading  companies 
already  in  it  have  been  riding  off  in 
various  directions.  Penney,  resembling 
Sears  more  and  more  since  it  added 
major  hard  goods  and  catalog  opera- 
tions, has  gone  Scars  one  better  by 
picking  up  a  small  drugstore  chain, 
and  it  is  expanding  its  Treasure  Island 
discount  stores,  which  have  food  de- 
partments. Says  Penney  President  Ce- 
cil L.  Wright,  "There's  no  reason  why 
we  can't  expand  our  food  business 
into  our  other  stores."  But  Federated's 
top-notch  management  was  a  step 
ahead  early  in  1968  when  it  went 
directly  into  the  food  business  by  ac- 
quiring the  Ralphs  supermarket  chain. 

Basically,  no  one  is  challenging 
Sears'  and  Penney's  joint  dominance 
in  the  chain  retailing  of  general  mass 
merchandise.   A  challenge  might  de- 


velop a  few  years  hence  from  S.S. 
Kresge,  already  at  $1.4  billion  in  sales 
and  consistently  racking  up  much  bet- 
ter percentage  increases  in  sales,  earn- 
ings per  share  and  return  on  equity 
than  either  Sears  or  Penney.  But 
there  seems  little  reason  to  suppose 
that  Montgomery  Wai-d,  now  joined 
with  Container  Corp.  in  Marcor,  Inc., 
will  climb  above  its  also-ran  position. 

Discounters'  Slide 

Federated,  by  contrast,  while  show- 
ing no  signs  of  relinquishing  its  lead, 
has  a  number  of  potential  challengers. 
None,  interestingly,  is  a  discounter. 
Zayre,  Arlans  and  X'ornado,  the  three 
discounters  near  the  top  of  the  Dis- 
tribution group,  all  suffered  declines 
of  more  than  one-third  in  return  on 
equity  in  the  latest  12  months  vs. 
their  five-year  averages — a  trend  that 
would,  if  continued,  soon  put  them 
back  in  the  ruck  with  Spartans  In- 
dustries, which  has  yet  to  prove  that 
it  can  operate  successfully  the  45- 
store  Korvette  chain  that  it  acquired 
by  merger  in  1966.  The  suggestion 
is  that  while  discounters  often  gener- 
ate fancy  figures  during  their  phase 
of  rapid  growth,  operating  profitably 
day-to-day  is  something  else. 

The  challenge  to  Federated,  if  it 
comes,  is  more  hkely  to  come  from 
department-store  chains  Uke  itself: 
Associated  Dry  Goods,  whose  upper- 
middle-class  spot  on  the  retailing 
scale  is  perfect  to  bring  in  a  popula- 
tion whose  tastes  and  desires  are 
being  upgraded;  Gimbel  Bros.,  which 
has  shown  good  earnings  growth  with 
the  aid  of  its  Saks  Fifth  Avenue  spe- 
cialty chain;  Broadway-Hale,  planning 
to  merge  soon  with  famed  Dallas  spe- 
cialty emporium  Nieman-Marcus;  or 
R.H.  Macy,  though  Chainnan  Ernest 
L.  Molloy  insists  he  has  no  desire  to 
broaden  his  stores'  appeal  ("We 
don't  want  to  be  all  things  to  all  peo- 
ple."). The  challenge  to  Federated 
could  even  come  from  May  Depart- 
ment Stores — despite  the  current  sta- 
tistical gap  between  them  on  the  Yard- 
sticks— if  May  can  reshape  its  man- 
agement to  match  its  splendid  ac- 
quisitions of  recent  \ears. 

Comparison   DifTicult 

The  specialists  in  the  Distribution 
group  have  continued  to  do  well, 
though  just  how  well  is  sometimes 
hard  to  say  for  lack  of  direct  competi- 
tion. Thus  profitable  Sperry  &  Hutch- 
inson, the  Green  Stamp  people,  can  no 
longer  be  compared  with  even  more 
profitable  E.F.  MacDonald  since  the 
latter  bought  a  California  supermarket 
chain  that  now  provides  almost  half 
of  sales.  High-ranking  Melville  Shoe, 
the  biggest  integrated  U.S.  shoe  man- 
ufacturer-retailer, is  not  directly  com- 


parable with  rapidly  improving  Genes- 
co — with  more  sales  now  from  ap- 
parel— or  with  rapidly  improving  In- 
terco,  which  is  going  more  deeply  in- 
to nonshoe  retailing.  And  no  one  is 
comparable  to  Wickes,  the  profitable 
retailer  of  building  materials. 

Another  special  type  of  distribution 
is  the  small  supermarket  chain  on  the 
make,  such  as  MacDonald,  Lucky 
Stores,  Supermarkets  General  and 
Cook  Coffee.  Like  the  burgeoning  dis- 
counter, they  have  a  demonstrated 
ability  to  generate  fancy  profit  figures 
during  their  expansix  e  phase — but  can 
they  keep  it  up?  The  experience  of 
Borman  Foods,  whose  return  on 
equity  dropped  by  more  than  a  third 
in  the  last  12  months,  suggests  that 
the  answer  could  often  be  no. 

The  test  of  a  food  chain  is  its  ability 
to  make  a  decent  profit  after  it  has 
reached  maturity;  but  how  many  are 
meeting  that  test?  Certainly  old 
money-tree  Winn  Dixie  is,  and  Safe- 
way and,  perhaps.  Jewel.  But  in  the 
lowest  fifth  in  return  on  equity  are 
five  supermarket  chains — First  Na- 
tional, Acme,  Arden-Mayfair,  Na- 
tional Tea  and  the  biggest  of  all, 
$5.5-billion-sales  A&P.  One  of  the  few 
things  that  seemed  to  be  working  last 
year  for  Chairman  Melvin  W.  All- 
dredge  was  that  A&P's  fortunes  were 
at  such  a  low  ebb  when  he  took  over 
as  chief  executive  in  June.  While  he 
has  been  tiying  to  restructure  A&P's 
top  management,  A&P  has  been  get- 
ting tender-offer  looks  from  Data 
Processing  Financial  &  General  Corp. 

Three  of  the  companies  on  this 
years  Distribution  list — Beneficial  Fi- 
nance, Household  Finance  and  C.I.T. 
Financial — are  wholesalers  and/or  re- 
tailers of  another  kind  of  commodity, 
name!) ,  money.  Indeed,  all  three  see 
enough  similarity  between  their  mon- 
ey business  and  ordinary  retailing  to 
have  moved  into  retailing  in  recent 
>'ears — which  ma>  ha\'e  helped  txvo 
in  their  Profitabilitx  rankings,  but 
probably  caused  Beneficial's  dip  in  re- 
turn on  equity  for  the  last  12  months. 

Thus,  getting  closer  to  the  consumer 
is  no  panacea.  Anderson,  Clayton 
branched  out  into  food  distribution 
and  brand-name  marketing  without 
earning  an  appreciably  higher  rank. 

Anderson,  Clayton's  experience  sug- 
gests the  outlines  of  the  problem  that 
all  distribution  companies  face.  With 
rare  exceptions,  they  must  operate  on 
margins  that  are  very  slender,  some- 
times incredibly  so.  That  does  not 
mean  that  they  must  also  settle  for 
low  profitability.  But  it  does  mean  that 
achieving  high  profitability  requires  a 
tight  control  of  costs  and  a  firm  hand 
on  the  reins  at  all  times — in  short, 
superior  management.  ■ 
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LOEB,  RHOADES  &  CO. 

42  \VALL  STREET    ■    NEVi    YORK,  N.  Y.  10005 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,   AMERICAN  STOCK  EXCHANGE 
AND  PRINCIPAL  COMMODITY  EXCHANGES 


Underwriters    and    Distributors    of   Corporate    and    Municipal    Securities 

LONDON  ■  BRUSSELS 

375  PARK  AVENUE,  NEW  YORK  CITY 

Auburn  •  Buffalo  •  Elmira  •  Geneva  •  Hornell  •  Ithaca  •  Kingston  •  Middletown  •  Monticello 

Newburgh  •  Oneonta  •  Port  Jervis  •  Syracuse  •  Utica,  New  York  •  Scranton 

Stroudsburg,  Pennsylvania  •  Detroit,  Michigan  •  Dallas,  Texas 


CORRESPONDENTS 


ANDERSON  &  STRUDWICK 
BENJ.  D.  BARTLETT  &  CO. 
BETTS.  BORLAND  &  CO. 
BOETTCHER  &  COMPANY 

CHAPLIN,  McGUINESS  &  CO. 
COOLEY  <St  COMPANY 
DITTMAR  &  COMPANY,  INC. 
A.  G.  EDWARDS  &  SONS,  INC. 


FOSTER  &  MARSHALL,  INC. 


HILL  &  CO. 

HOWE.  BARNES  & 
JOHNSON,  INC. 

JANNEY,  BATILES  & 
E.  W.  CLARK,  INC. 

JOHNSON,  LANE.  SPACE. 
SMITH  &  CO.,  INC. 

JOHNSTON,  LEMON  &  CO. 

LOEWI  &  CO. 
INCORPORATED 


PRESCOTT,  MERRILL, 
TURBEN  &  CO. 

SUTRO  &  CO. 

THE  PIERCE,  WULBERN, 
MURPHEY  CORPORATION 

VERCOE  &  CO. 


Richmond,  Charlottesville,  Fredericksburg,  Virginia  Beach,  Virginia 

Cincinnati,  Ohio 

Chicago,  Illinois 

Denver,  Boulder,  Colorado  Springs,  Fort  Collins,  Grand  Junction, 
Greeley,  Pueblo,  Colorado;  Chicago,  Illinois 

Pittsburgh,  Pennsylvania 

Hartford,  Connecticut 

San  Antonio,  Dallas,  Houston,  Brownsville,  Cuero,  Lubbock,  Kerrville,  Texas 

St.  Louis,  Clayton,  St.  Ann,  Sunset  Hills,  Mo.;  Tuscaloosa,  Ala.;  El  Dorado,  Fayetteville, 
Jonesboro,  Ark.;  Eau  Gallic,  Eustis,  Ft.  Myers,  Ft.  Walton  Beach,  Lakeland,  Naples, 
Orlando,  Palm  Beach,  Panama  City,  Pensacola,  St.  Petersburg,  Sarasota,  Tallahassee, 
Venice,  Winterhaven,  Fla.;  Columbus,  Ga.;  Belleville,  Chicago,  East  St.  Louis,  Jackson- 
ville, Springfield,  III.;  Salina,  Topeka,  Wichita,  Kans.;  Lake  Charles,  Shreveport,  La.; 
Laurel,  Miss.;  Lawton,  Oklahoma  City,  Tulsa,  Okla.;  Memphis,  Tenn.;  Amarillo, 
Bryaji,  Dallas,  Denton,  El  Paso,  Exchange  Park,  Ft.  Worth,  Houston,  Lubbock,  Sher- 
man, Wichita  Falls,  Texas 

Seattle,   Aberdeen,    Bellevue,    Bellingham,    Everett,    Olympia,    Spokane, 
Tacoma,  Wenatchee,  Yakima,  Wash.;  Anchorage,  Alaska 

Cincinnati,  Ohio 

Chicago,  Illinois 

Philadelphia,   Germantown,   Altoona,    Bethlehem,    Hazleton,    Lancaster, 
Norristown,  Sunbury,  York,  Pa.;  Camden,  Woodbury,  N.  J.;  Dover,  Del. 

Savannah,  Atlanta,  Augusta,  Albany,  Columbus,  Georgia;  Charleston,  S.  C. 

Washington,  D.  C;  Alexandria,  Virginia 

Milwaukee,  Appleton,  Beaver  Dam,  Chippewa  Falls,  Green  Bay,  Janesville,  Kenosha, 
LaCrosse,  Madison,  Mayfair,  Monroe,  New  London,  Oconomowoc,  Racine,  Waukesha, 
Wausau,  Wisconsin  Rapids,  Wisconsin;  Chicago,  Rockford,  Sterling,  III.;  Dubuque, 
Waterloo,  Iowa;  Minneapolis,  Minn. 

Cleveland,  Shaker  Square,  Severance  Center,  Ashland,  Canton,  Cincinnati, 
Columbus,  Dayton,  Mansfield,  Sandusky,  Toledo,  Youngstown,  Ohio 

San  Francisco,  Los  Angeles,  Berkeley,  Beverly  Hills,  Fresno,  Hayward,  San  Jose,  Calif. 

Jacksonville,  Orlando,  Tampa,  Florida 

Columbus,  Mansfield,  Newark,  Portsmouth,  Athens,  Chillicothe,  Hills- 
boro,  Marion,  Mt.  Vernon,  Washington  Courthouse,  Ohio 
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Forest  Products 


Old  companies  are  looking  for  something  new.  But  "standardization  of 
specialties"  might  create  anew  some  of  the  old  commodity  problems. 


"Ik  surveying  our  land,  which  amounts 
to  1,650,000  acres,  there  is  quite  a 
bit  of  it  either  near  cities  or  with 
mineral  deposits — much  too  valuable 
to  grow  trees  on,"  says  President  Alex- 
ander Calder  Jr.  of  Union  Camp,  ex- 
plaining his  company's  diversification 
into  land  development  projects.  "The 
use  of  land  for  other  things  than 
growing  trees  is  on  the  rise  and  is  an 
important  future  project,"  echoes 
President  George  H.  Weyerhaeuser  of 
Weyerhaeuser  Co.  And  other  voices 
among  the  diverse  forest  products 
and  packaging  companies  confirm  that 
this  industry  is  looking  for  some- 
thing new  to  make  it  less  subject  to 
its  historical  cycles  of  overcapacity 
and  falling  prices. 

Not  that  the  companies  in  the  in- 
dustry were  missing  any  bets  close  to 
home.  Lumber  and  plywood  compa- 
nies moved  into  paper  and  packaging, 
paper  companies  into  lumber  and  ply- 


wood. To  minimize  the  impact  of 
newer  materials  on  their  market  posi- 
tions, glass-  and  metal-container  mak- 
ers ventured  into  paper  and  plastics. 
Owens-Illinois,  for  instance,  picked  up 
Lih'-Tulip  Cup,  Boise  Cascade  went 
after  Union  Lumber,  Potlatch  Forests 
after  Swanee  Paper,  and  Kimberly- 
Clark  (though  unsuccessfully)  after 
American  Forest  Products. 

The  reason  was  that  despite  quite 
a  turnaround  in  1968  after  gloomy 
1967,  this  industry  still  ranks  low  in 
its  five-year  return  on  equity  and  on 
invested  capital.  Small  wonder,  then, 
that  companies  in  the  industry  were 
concentrating  on  acquisitions  outside 
of  forest  products  and  packaging. 

For  example.  International  Paper 
moved  into  the  medical  supply  busi- 
ness (Davol),  Bemis  into  lithographic 
supplies  (Western  Litho  Plate  &  Sup- 
ply), American  Can  into  sewing  pat- 
terns  (Butterick)   and  contract  print- 


ing (Printing  Corp.  of  America),  U.S. 
Plywood-Champion  Papers  into  furni- 
tuie  (Drexel),  and  Mead  Corp.  into 
cast  iron  pipe  (Woodward  Corp.)  and 
information  technology  (Data  Corp.). 
Continental  Can  bid  for  Miehle-Goss- 
Dexter  (printing  equipment).  And 
\\'hile  Georgia-Pacific  failed  in  its  bid 
for  Detroit  Steel,  Container  Corp.  of 
America,  in  the  oddest  combination 
of  all,  disappeared  into  Montgomery 
Ward   (now  Marcor). 

But  however  attractive,  these  new 
ventures  still  represent  a  small  per- 
centage of  total  sales.  Therefore  de- 
mand for  building  materials  and  pa- 
per remained  a  crucial  factor  to  tlie  in- 
dustry. A  moderate  gain  in  hous- 
ing starts  favored  companies  with  a 
large  building-materials  component. 
This  enabled  companies  Hke  Weyer- 
haeuser, U.S.  Plywood-Champion  Pa- 
pers and  Georgia-Pacific  to  report 
dramatic    gains    in    earnings    for    the 


FOREST  PRODUCTS: 

YARDSTICKS  OF  MANAGEMENT  PERFORMANCE 

PROFITABILITY:  18th  of  23. 

GROWTH:  nth  of  23. 

RANKING: 

A— RANKING 

IN  FORBES  500     B- 

-RANKING  IN  FOREST  PRODUCTS  INDUSTRY 

5-year 

tiferage  return  on 

stockholders'  equity 

Latest  12-month 

return  on 

stockholders'  equity 

5 -/ear 

combined  return  on 

debt  and  equity 

5-year° 

annual  increase 

in  sales 

5-ye«r* 
annual  increase  in 
per-share  earnings 

Company 

Rank 
A        B 

Per- 
cent 

Rank            Per- 
A         B        cent 

Rank 
A        B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Rank 
A         B 

Per- 
cent 

Crown  Cork  &  Seal 

117 

(1) 

16.8 

109       (2)       16.1 

190       (3) 

10.9 

232 

(9) 

9.5 

79 

(3) 

18.0 

Diamond  International 

142 

(2) 

15.6 

144       (3)       14.6 

111       (1) 

13.4 

241 

(11) 

9.2 

183 

(10) 

11.0 

Evans  Products 

165 

(3) 

14.6 

355      (13)        9.6 

255       (5) 

9.6 

113 

(5) 

15.1 

176 

(9) 

11.1 

Georgia-Pacific 

193 

(4) 

13.8 

163       (5)       14.0 

312      (10) 

8.4 

63 

(2) 

18.7 

171 

(8) 

11.3 

Owens-Illinois 

232 

(5) 

12.8 

307       (12)       10.9 

360      (18) 

7.4 

261 

(13) 

8.7 

296 

(16) 

6,8 

Continental  Can 

243 

(6) 

12.7 

195       (6)       13.5 

268       (6) 

9.4 

423 

(22) 

4.7 

138 

(6) 

13.3 

Boise  Cascade 

244 

("/) 

12.6 

104        (1)        16.2 

2/4       (7) 

9.2 

20 

(1) 

32.5 

58 

(2) 

20.9 

Weyerhaeuser  Co. 

249 

(8) 

12,5 

150        (4)        14.5 

175       (2) 

11.4 

179 

(6) 

11.4 

124 

(5) 

14.4 

Scott  Paper 

261 

(9) 

12,3 

303       (11)       11.0 

201       (4) 

10.8 

180 

(7) 

11.4 

408 

(21) 

2.2 

Union  Camp 

281 

(10) 

11.8 

286       (9)        11.3 

282       (8) 

9.0 

293 

(14) 

8.0 

274 

(14) 

7.8 

American  Can  Co. 

309 

(11) 

11.2 

255        (7)        12.0 

336      (15) 

7.8 

359 

(16) 

6.4 

211 

(12) 

9.8 

Hammermill  Paper 

31/ 

(12) 

U.O 

383       (18)         8.5 

318      (11) 

8.2 

106 

(3) 

15.7 

269 

(13) 

8.0 

Crown  Zellerbach 

330 

(13) 

10.8 

301       (10)       11.0 

322      (13) 

8.1 

377 

(18) 

6.1 

336 

(18) 

5.4 

U.S.  Plywood-Champ. 

349 

(14) 

10.5 

357      (14)        9.6 

347      (16) 

7.7 

251 

(12) 

9.0 

307 

(17) 

6.5 

Kimberly-Clark 

381 

(15) 

9.7 

379      (16)        8.9 

321       (12) 

8.1 

395 

(19) 

5.6 

387 

(20) 

3.6 

West  Virginia  Pulp 

389 

(16) 

9.5 

380       (17)         8.8 

359      (17) 

7.4 

370 

(17) 

6.2 

139 

(7) 

13.2 

Infl.  Paper 

392 

(17) 

9.3 

378       (15)         8.9 

287       (9) 

8,9 

407 

(20) 

5.2 

342 

(19) 

5.2 

Bemis  Co. 

397 

(18) 

9.2 

272        (8)        11.5 

328      (14) 

7.9 

188 

(8) 

11.1 

101 

(4) 

16.4 

Mead  Corp. 

417 

(19) 

8.4 

439      (21)        6.8 

390      (19) 

6.7 

338 

(15) 

6.9 

417 

(22) 

1.5 

St.  Regis  Paper 

433 

(20) 

7.6 

434       (20)         6.9 

410      (20) 

6.2 

412 

(21) 

5.0 

285 

(15) 

7.4 

Potlatch  Forests 

456 

(21) 

6.3 

399       (19)         8.2 

448      (21) 

5.5 

107 

(4) 

15.6 

50 

(1) 

22.5 

Marcor  Inc.                    483 
Industry  Median 

(22) 

3.7 

441       (22)        6.8 
11.0 

483      (22) 

3.1 

239 

(10) 

9.2 
9.1 

203 

(11) 

10.0 
9.9 

11.1 

8.2 

A— In  FORBES  500.     B- 

-In  Forest  Products  industry 

'includes  latest  12'nionth 

increase  vs.   1962  63-64 

average. 
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first  nine  months  (81?,  36%  and 
24.4?,  respectively).  More  modest  in- 
creases were  the  order  of  the  day 
in  paper  and  packaging-companies 
like  Bemis  (up  18.5?),  Crown 
Zellerbach  (17?)  and  Continental 
Can  (6.8?),  while  West  Virginia, 
Mead  and  Hammermill  Paper  showed 
moderate  declines. 

President  Gene  C.  Brewer  of  U.S. 
PK-wood-Champion  Papers  thinks  the 
housing  component  of  the  business  is 
szoing  to  stay  good.  "The  home-buying 
public  is  accustomed  to  a  higher  in- 
terest rate,  higher  than  we  have  had 
i^or  a  number  of  years,"  he  says. 
There  is  also  a  growing  realization  in 
:he  mind  of  the  consumer  that  infla- 
tion itself  is  going  to  be  more  of  a 
factor  than  the  interest  rate,  because 
it's  been  demonstrated  now  almost 
consistently  through  the  years  that 
putting  off  the  purchase  of  a  capital 
goods  item  has  cost  money." 

As  for  paper,  where  overcapacity 
has  long  depressed  profits.  Brewer 
was  also  hopeful.  "We  expect  the 
supply  and  demand  relationship  to  be 
in  better  balance  ne.xt  year."  George 
Weyerhaeuser  chimes  in:  "In  the 
bulk  paper  lines  we  are  developing  a 
degree  of  maturity  in  the  industry. 
There  are  enough  of  the  main  pro- 
ducers that  are  darned  concerned 
with  return  on  investment.  So  they 
are  going  to  come  into  the  next  peri- 
od [of  overcapacity]  with  substan- 
tially improved  eyesight." 

Front  Runners 

Brave  words?  Perhaps  so.  But 
Georgia-Pacific  and  Boise  Cascade 
have  proved  that  the  industry  offers 
opportunities  for  an  imaginative  and 
aggressive  company.  Both  started  in 
lumber  and  plywood;  expanded  into 
specialty  wood  products,  paper  and 
packaging,  integrating  both  the  wood 
and  paper  segments  of  their  business 
to  realize  the  maximum  potential  of 
their  basic  resource,  the  tree;  and 
then  moved  into  related  areas  like 
gypsum  (Georgia-Pacific  has  become 
the  U.S.'  third-largest  gypsum  pro- 
ducer)  and  mobile  homes. 

"We've  gone  to  market,"  says  Boise 
Cascade  President  Robert  V.  Hans- 
berger.  "We  think  the  thing  to  do  is 
to  go  find  out  what  kinds  of  paper 
products  people  want  or  should  want, 
and  either  develop  that  market  or 
create  it.  And  then  the  demand  is 
puUing  the  products  from  the  paper 
mill,  instead  of  the  mill  pushing  prod- 
ucts at  the  market."  Hansberger  will 
also  take  a  crack  at  related  areas, 
witness  the  company's  venture  into 
luxury  cruises. 

Other  companies  in  the  group  have 
tried  to  follow  this  standout  pair  by 
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turning  into  a  "mixed  integrated  for- 
est products  company,"  as  President 
Brewer  of  U.S.  Plywood  calls  his  con- 
cern. Even  little  Potlatch  Forests, 
which  several  years  ago  seemed 
doomed  as  an  independent,  used  the 
same  recipe  to  achieve  the  best  sales 
and  earnings  gains  in  the  group. 

When  all  the  paper  companies  and 
the  container  makers  seek  to  diversify, 
they  inevitably  raise  a  problem.  Their 
first  move  tends  to  be  into  related 
items  like  folding  boxes  and  corru- 
gated containers  where  competition  is 
fierce  and  margins  low.  Then  they 
concentrate  on  establishing  themselves 
in   higher-margined  specialties. 

But  how  long  can  specialties  re- 
main .specialties?  Chairman  William 
F.  May  of  American  Can,  which  leads 
archrival  Continental  Can  a  bit  in 
sales  but  trails  it  in  Profitability,  is 
alert  to  the  ever-threatening  "stand- 
ardization of  a  specialty."  "If  we  were 
to  develop  a  laminated  container  for 
beverages  and  food  to  replace  the 
steel-  or  in-plate  container,"  he  says, 
"it  would  be  initially  a  specialty  con- 
tainer. But  eventually,  in  order  to  be 
economically  sound  and  competitive, 
it  would  have  the  same  production 
volumes  and  high-speed  manufactur- 
ing characteristics  of  the  steel-and- 
tin-plate  can."  May's  counter-strategy: 
to  develop  a  variety  of  specialties. 

Similar  motives  doubtless  led  Ow- 
ens-Illinois (which  depends  for  al- 
most 50%  of  its  sales  on  glass  con- 
tainers) both  to  build  its  $100-million 
e€Hitainerboard  mill  in  Orange,  Tex. 
and  to  acquire  Lily-Tulip  Cup.  "We 
categorize  ourselves  as  a  materials- 
oriented  market-sensitive  business," 
explain  Chairman  Raymon  H.  Mul- 
ford  and  President  Edwin  D.  Dodd, 
"and  we  think  we  are  unusually  well 


balanced,  which  we  think  is  a  great 
strength."  Undoubtedly,  this  balance 
helped  O-I  overcome  the  effects  of  a 
51-day  strike  that  hit  the  glass  con- 
tainer industry  in  early  1968.  But 
improving  O-I's  profitability,  which 
slipped  in  its  latest  12  months,  prob- 
ably hinges  more  on  concentration  in 
profitable  specialty  markets. 

It  is  certainly  significant  that  the 
two  most  profitable  companies  in  the 
group.  Crown  Cork  &  Seal  and  Dia- 
mond International,  are  the  two  most 
firmly  entrenched  in  their  respective 
specialty  markets — Crown  in  pack- 
aging and  Diamond  in  machinery. 
Once  Diamond  produced  lumber 
and  matches.  Today  it  is  a  diversified 
concern  with  such  sophisticated  prod- 
ucts such  as  an  automatic  egg-cracking 
machine  and  computer  programs  for 
automated  hen  houses.  Chairman  Wil- 
liam H.  Walters  expects  his  big  earn- 
ings plus  in  the  future  from  machin- 
ery, and  predicts  a  total  sales  increase 
from  last  year's  $420  miHion  or  so  to 
$750  million  by  1972. 

Chairman  John  F.  Connelly  of 
Crown  Cork  also  has  plenty  to  crow 
about,  in  that  in  1967  he  predicted 
record  profits  for  every  year  through 
1970,  and  so  far  has  been  right. 

One  secret  of  Crown's  success  is  its 
strong,  international  position  in  the 
closure  field,  especially  from  pioneer 
rights  in  underdeveloped  countries. 
"Basically,  in  most  of  these  countries 
we  haven't  any  competition,"  says 
Connelly,  but  he  adds,  "It's  very  im- 
portant not  to  take  advantage  of  the 
monopoly  and  charge  too  much,  be- 
cause if  you  do,  you're  just  inviting 
competition." 

Question   of   Magnitude 

The  continuing  success  of  compa- 
nies like  Crown,  Boise  or  Diamond 
International  has  not  been  lost  on  the 
rest  of  the  industry.  By  concentrating 
on  higher  profit  specialties,  for  in- 
stance, both  Evans  Products  and 
Bemis  have  made  good  gains. 

But  both  Evans  and  Bemis  are  rela- 
tively small.  Upgrading  earnings  is 
much  harder  for  a  commodity  pro- 
ducer the  size  of  International  Paper, 
or  even  companies  like  Scott  or  Kim- 
berly-Clark, whose  traditional  high 
profitability  and  growth  have  been 
diminished  in  recent  years  by  failure 
to  respond  quickly  enough  to  changed 
conditions. 

Of  course,  it's  one  thing  to  devise 
a  strategy,  another  to  carry  it  out,  as 
will  be  discovered  by  some  of  these 
diversifying  companies.  But  the  pres- 
sure for  profitable  growth  leaves  them 
no  choice,  as  can  be  seen  from  the 
swallowing  up  of  Rayonier,  Brown 
Co.  and  possibly  St.  Regis  Paper.  ■ 
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utilities 


Has  a  regulated  climate  made  them  drowsy  for  an  age  of  inflation? 


One  single  statistic  in  the  industry 
Yardsticks  below,  plus  its  corollaries, 
suggests  the  strengths  and  problems 
of  the  utility  industry  today:  The  in- 
dustry's median  return  on  total  in- 
vested capital  is  a  minuscule  6.1% — 


higher  only  than  that  of  the  seriously 
troubled  railroads.  But  unlike  the  rail- 
roads, the  utility  industry's  markets 
are  not  being  nibbled  away  by  more" 
advantaged  competitors.  Indeed,  the 
demand  is  growing  so  fast  that  the 


utilities  will  have  to  lay  out  $90  bil 
lionfor  plant  by  1975  to  meet  it. 

The  utilities  can  put  up  with  thi 
shrunken  return  on  total  capital  be 
cause  their  median  five-year  retun 
on  equity  was  a  still  low  but  mud 


H^     UTILITIES: 

YARDSTICKS  OF  MANAGEMENT  PERFORMANCE 

n 

PROFITABILITY:  15th  of  23. 

GROWTH:  18th  of  23. 

RANKING: 

ft-RANKING   IN   FORBES  500 

B— 

RANKING   IN 

UTILITIES   INDUSTRY 

5-year 

Latest  12-month 

5-yea 

5-year° 

5-year' 

average  return  on 

return  on 

combined  return  on 

annual  Increase 

annual  increase  in 

stockholders 

equity 

stockholders' 

equity 

debt  and  equity 

in  sales 

P* 

-share  earnings 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Ra 

Ik 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Coastal  States  Gas 

18 

(1) 

28.8 

31 

(1) 

22.7 

241 

(1) 

9.9 

24 

(1) 

28.3 

104 

(1) 

16.3 

Panhandle  East.  Pipe. 

81 

(2) 

19.1 

80 

(3) 

17.5 

352 

(4) 

7.6 

320 

(13) 

7.3 

301 

(15) 

6.7 

Transcont.  Gas 

123 

(3) 

16.4 

79 

(2) 

17.6 

423 

(24) 

5:9 

342 

(21) 

6,8 

136 

(2) 

13.3 

Texas  Utilities 

173 

(4) 

14.4 

172 

(6) 

13.8 

362 

(5) 

7.3 

355 

(25) 

6.5 

331 

(25) 

5.6 

United  Utilities 

181 

(5) 

14.0 

198 

(7) 

13.4 

326 

(2) 

3.0 

29 

(2) 

25.7 

294 

(13) 

6.9 

Texas  Eastern  Tran. 

190 

(6) 

13.8 

99 

(4) 

16.4 

443 

(34) 

5.6 

300 

(12) 

7.9 

204 

(4) 

10.0 

General  Tel.  &  Elec. 

192 

(7) 

13.8 

230 

(12) 

12.6 

368 

(7) 

7.2 

151 

(5) 

12.8 

222 

(5) 

9.6 

No.  Illinois  Gas 

217 

(8) 

13.2 

296 

(22) 

11.2 

340 

(3) 

7.8 

321 

(14) 

7.3 

398 

(37) 

3.2 

No.  States  Power  Co. 

229 

(9) 

12.9 

253 

(19) 

12.0 

427 

(26) 

5.9 

392 

(32) 

5.7 

401 

(38) 

3.0 

Public  Sere.  Elec. 

238 

(10) 

12.7 

214 

(9) 

13.0 

424 

(25) 

5.9 

392 

(32) 

5.7 

314 

(19) 

6.4 

Union  Electric 

239 

(11) 

12.7 

234 

(15) 

12.5 

437 

(30) 

5.7 

349 

(23) 

6.7 

355 

(32) 

4.7 

Amer.  Electric  Power 

244 

(12) 

12.6 

220 

(10) 

12.9 

414 

(20) 

6.1 

336 

(19) 

6.9 

301 

(15) 

6.7 

Long  Island  Lighting 

257 

(13) 

12.3 

231 

(13) 

12.6 

417 

(21) 

6.1 

344 

(22) 

6.8 

309 

(17) 

6.5 

Virginia  Electric 

259 

(14) 

12.3 

245 

(18) 

12.1 

409 

(16) 

6.3 

296 

(11) 

8.0 

314 

(19) 

6.4 

Peoples  Gas  Co. 

260 

(15) 

12.3 

226 

(11) 

12.7 

378 

(9) 

7.0 

362 

(27) 

6.4 

261 

(7) 

8.2 

Baltimore  Gas  &  Elec. 

264 

(16) 

12.2 

240 

(17) 

12.3 

403 

(14) 

6.4 

383 

(30) 

5.9 

295 

(14) 

6.8 

Tenneco  Inc. 

265 

(17) 

12.2 

233 

(14) 

12.5 

428 

(27) 

5.8 

48 

(3) 

21.8 

250 

(6) 

8.7 

Duke  Power  Co. 

268 

(18) 

12.1 

237 

(16) 

12.4 

399 

(13) 

6.5 

2/7 

(10) 

8.3 

273 

(8) 

7.8 

Commonwealth  Edison 

270 

(19) 

12.1 

200 

(8) 

13.3 

385 

(10) 

6.8 

339 

(20) 

6.9 

326 

(23) 

5.7 

Central  &  So.  West 

277 

(20) 

12.0 

297 

(23) 

11.1 

391 

(11) 

6.7 

385 

(31) 

5.9 

345 

(31) 

5.1 

Texas  Gas  Trans. 

278 

(21) 

11.9 

117 

(5) 

15.7 

406 

(15) 

6.3 

87 

(4) 

17.2 

182 

(3) 

11.0 

Florida  Power 

284 

(22) 

11.8 

309 

(25) 

10.8 

373 

(8) 

7.1 

321 

(14) 

7.3 

337 

(28) 

5.4 

Amer.  Natural  Gas 

287 

(23) 

11.6 

323 

(28) 

10.4 

433 

(29) 

5.8 

259 

(8) 

8.7 

312 

(18) 

6.4 

Phila.  Electric 

300 

(24) 

11.5 

322 

(27) 

10.5 

430 

(28) 

5.8 

417 

(37) 

4.9 

397 

(36) 

3.2 

Northeast  Utilities 

303 

(25) 

11.4 

293 

(20) 

11.3 

419 

(23) 

6.1 

373 

(29) 

6.2 

328 

(24) 

5.7 

Gen.  Public  Utilities 

310 

(26) 

11.2 

309 

(25) 

10.8 

458 

(38) 

5.1 

354 

(24) 

6.6 

386 

(34) 

3.7 

Niagara  Mohawk 

314 

(27) 

11.1 

330 

(29) 

10.2 

456 

(36) 

5.1 

447 

(42) 

3.7 

402 

(39) 

2.8 

Pacific  Gas  &  Elec. 

324 

(28) 

10.9 

304 

(24) 

11.0 

441 

(32) 

5.6 

414 

(36) 

4.9 

287 

(12) 

7.3 

Columbia  Gas  System 

331 

(29) 

10.8 

295 

(21) 

11.2 

412 

(18) 

6.2 

439 

(38) 

4.1 

279 

(10) 

7.6 

No.  Natural  Gas 

335 

(30) 

10.7 

346 

(33) 

9.8 

417 

(21) 

6.1 

208 

(6) 

10.2 

331 

(25) 

5.6 

Consumers  Power  Co. 

340 

(31) 

10.6 

353 

(36) 

9.6 

394 

(12) 

6.6 

325 

(17) 

7.2 

333 

(27) 

5.5 

So.  Cal.  Edison 

353 

(32) 

10.4 

337 

(31) 

9.9 

442 

(33) 

5.6 

356 

(26) 

6.5 

338 

(29) 

5.3 

Detroit  Edison 

355 

(33) 

10.4 

334 

(30) 

10.0 

410 

(17) 

6.2 

367 

(28) 

6.2 

339 

(30) 

5.3 

Middle  So.  Utilities 

366 

(34) 

10.1 

349 

(34) 

9.7 

450 

(35) 

5.4 

330 

(18) 

7.0 

282 

(11) 

7.5 

Southern  Co. 

373 

(35) 

10.0 

341 

(32) 

9.9 

457 

(37) 

5.1 

275 

(9) 

8.3 

323 

(21) 

5.8 

American  Tel.  &  Tel. 

382 

(36) 

9.7 

368 

(37) 

9.3 

365 

(6) 

7.2 

324 

(16) 

7.2 

364 

(33) 

4.3 

El  Paso  Natural  Gas 

386 

(37) 

S.6 

415 

(40) 

7.7 

464 

(39) 

4.6 

222 

(7) 

9.8 

434 

(40) 

0.0 

New  England  Electric 

393 

(38) 

9.3 

351 

(35) 

9.7 

469 

(41) 

4.4 

401 

(34) 

5.4 

324 

(22) 

5.8 

Pacific  Lighting 

400 

(39) 

9.1 

421 

(41) 

7.3 

438 

(31) 

5.6 

441 

(40) 

3.9 

435 

(41) 

-0.2 

Consol.  Natural  Gas 

401 

(40) 

9.0 

381 

(38) 

8.6 

413 

(19) 

6.2 

440 

(39) 

4.0 

2/6 

(9) 

7.7 

Con  Edison 

415 

(41) 

8.5 

382 

(39) 

8.6 

466 

(40) 

4.5 

411 

(35) 

5.1 

393 

(35) 

3.3 

Western  Union  Tele. 

470 

(42) 

5.3 

475 

(42) 

4.3 

474 

(42) 

4.1 

442 

(41) 

3.9 

447 

(42) 

-2.2 

Comsatf 

NA 

3.2 

N.A. 

N.A. 

N.A. 

Continental  Telephone 
Industry  Medii 

\ 

20.6 

18.2 
11.2 

8.6 

41.2 
6.8 

18.frj 

an 

11.9 

6.1 

5.8 

A— In  FORBES  500.     B— In  Utilities  industry.     'Includes  latest  12mo 

nth  increase 

vs.   1962-63-64 

average. 

N.A.— Not  available 

>.      tUnran 

led,   not 

in  FORBES  500. 
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more  bearable  11.9%.  They  can 
achieve  this  only  by  extensive  use  of 
leverage  (see  chart,  p.  221)  in  the 
form  of  debt  whose  carrying  cost 
(interest)  is  ta.x -deductible.  And  why 
should  anyone  be  willing  to  lend 
them  this  much  money  with  so  little 
equity  cushion?  Because  the  indus- 
try' is  made  up  of  a  series  of  small, 
mainly  regional,  monopolies.  But  the 
price  of  this  preferred  position  is 
per\asive  regulation  by  state  and/or 
federal  regulatory-  bodies  that  set  the 
prices  the  utilities  may  charge  and 
watch  over  every  facet  of  operation. 

The  regulators  have  in  all  too  many 
cases  not  sought  to  encourage  superior 
performance  by  allowing  a  superior 
rate  of  return,  either  on  equity  or  on 
total  invested  capital,  to  those  utility 
companies  that  displa>ed  extra  dili- 
gence or  initiative.  Rather,  the  regula- 
tors have  generally  sought  to  keep 
the  returns  at  the  lowest  bearable 
level,  on  the  dubious  assumption  that 
this  would  yield  the  best  break  for 
the  ultimate  consumer. 

In  this  setting  it  takes  a  truly  dedi- 
cated management  to  work  for  and 
achieve  results  above  the  industry's 
rather  poor  average.  One  such  man- 
ager is  American  Electric  Power 
President  Donald  C.  Cook,  who  says: 
'The  right  to  provide  essential  serv- 
ices gives  utilities  such  great  internal 
strength  that  a  company  with  bad 
management  can  still  come  up  with 
what  looks  like  a  good  performance." 

Microclimate 

The  upper  half  of  the  industry 
Yardsticks  contains  a  disproportionate 
number  of  gas  companies,  mainly  gas 
pipeliners,  who  are  there  usually  for 
a  combination  of  historical  reasons. 
Whereas  the  major  regulation  of  the 
electric  power  industry  is  by  the 
states,  the  pipeliners  are  regulated  al- 
most wholly  by  the  Federal  Power 
Commission.  Early  in  the  develop- 
ment of  the  natural  gas  industry — 
which  dates  only  from  the  end  of 
World  War  II— the  FPC  began  to 
allow  the  pipeliners  to  look  for  and 
acquire  their  own   gas  reserves. 

This  led  the  pipeliners  into  a 
diversification  that  soon  broadened. 
Thus  Tenneco  now  gets  well  over 
half  of  revenues  from  nongas  activi- 
ties (including  oil,  packaging,  chem- 
icals, machinery  and  shipbuilding). 
So  does  sharply  improving  Texas  Gas 
Transmission  since  its  acquisition 
earlier  this  year  of  American  Com- 
mercial Lines,  the  largest  U.S.  barge 
line.  The  reason  for  Panhandle  East- 
em  Pipe  Line's  high  return  on  equity, 
says  President  W.  King  Sanders,  is 
"our  nonregulated  investments.  We 
own    1.5   million    shares   of   National 


New  thought  for 


Fostoria,  Ohio.  And  for  a  good  reason.  Economy.  That's  the  story  since 
C&O/B&O  made  Fostoria  a  new  crossroads  for  distribution.  Frankly, 
Fostoria  is  a  natural.  Four  railroads.  No  congestion.  Within  200  miles  of 
ten  major  cities.  Fostoria  means,  for  instance,  that  food  from  the  West  can 
come  here,  be  stored,  then  go  direct  to  markets  throughout  the  Midwest. 
All  at  low  through  rates. 

Food  for  thought?  You  bet.  And  there  are  lots  more  fresh,  new  distribu- 
tion ideas  where  this  one  came  from.  Find  out  what  we've  got  cooking 
for  you.  Call  our  local  salesman  or  write:  Vice  President,  Merchandise 
Freight  Croup,  One  Charles  Center,  Baltimore,  Maryland  21201, 

THE  C&O/B&O  RAILROADS    Cleveland  44101    •    Baltimore  21201 


Varo:  Part  of  the  defense  picture. 


The  war  in  Vietnam  has 
been  a  new  kind  of  war  for 
American  fighting  men. 

They  have  had  to  learn  how  to 
survive  in  one  of  the  most  rugged, 
primitive  spots  on  the  globe,  fighting  an  ene- 
my hard  enough  to  spot  during  daylight,  and 
invisible  at  night. 

What  a  tremendous  advantage  the  ability 
to  see  in  the  dark  would  be. 

That  advantage  became  a  reality  for  Amer- 
icans in  Vietnam,  thanks  to  the  heretofore 
secret  Starlight  Scope. 

The  Starlight  Scope,  a  passive  night  vision 
device  which  requires  no  external  infrared 
light  source,  functions  by  intensifying  what- 


"^  ever  light  is  available.  And 
it  even  works  on  moonless, 
starless  nights. 
As  a  rifle  scope,  it  has  enabled 
the  modern  infantryman  to  fire  with 
deadly  accuracy  from  the  safety  of  darkness. 
This  is  only  one  of  many  significant  military 
programs  to  which  Varo  contributes  a  growing 
leadership  in  design  and  manufacturing  capa- 
bilities. This  kind  of  leadership  is  reflected  in 
all  of  the  product  lines  throughout  Varo. 

For  a  detailed  picture  of  where  the  company 
has  gone  and  what  it  has  done  since  its  incep- 
tion in  1946,  write  for  our  annual  report.  Ad- 
dress your  request  to  Public  Relations,  De- 
partment F-2. 


® 


VARO 


Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  BIdg.,  P.O.Box  411,  Garland,  Texas  75040 
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. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

1.  Open  a  Maxi-Matic  passbook  savings  account  at 
Coast!  Compounded  daily,  your  savings  earn  5.13% 
if  held  one  year  at  current  annual  rate  of  5%. 

2.  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximum-earning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25% 
bonus,  resulting  in  earnings  of  5.38%  per  year. 
When  you  withdraw  your  money  — in  $1000  multiples 
—  you  receive  all  regular  interest  due,  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 

•  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

•  All  funds  received  by  the  10th  earn  from  the^lst, 
thereafter  from  date  of  receipt. 

•  Earnings  paid  to  date  of  withdrawal, 
with  NO  MINIMUM  QUALIFYING  PERIOD  |-  iMaipFr)  ' 
NECESSARY!  '' 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


To:    George    Ross  8-194A.2 

Coast    Federal    Savings    and    Loan    Association, 
9th  &  Hill,  Los  Angeles,   California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $ . 

□  Individual  Account  Q   Joint  Account 
D   Here   is   my   passbook.   Please  transfer  my 

account. 
D  Please  send  full  information  on  Maxi-Matic. 

Name($) 

Address . — . 

Zip — 


FB 


YOUR  POSTMASTER 

RECOMMENDS  THE  USE  OF 

ZIP  CODE  NUMBERS 

IN  ALL  ADDRESSES- 

THEY  WILL  PERMIT  LARGE 

MAILERS  SUCH  AS 

BANKS,  INSURANCE  COMPANIES 

AND  MAGAZINE  PUBLISHERS 

TO  UTILIZE  THE  ZIP  CODE 

MORE  EFFECTIVELY 

WITH  A  RESULTANT 

FASTER  SERVICE  FOR  ALL 


Distillers,  for  example,  that  accounts 
for  $2.7  million  of  earnings."  But  Pan- 
handle's ability  to  diversify  stemmed 
from  its  enormous  gas  reserves  of 
over  14  trillion  cubic  feet. 

The  high-ranking  pipehners  on  the 
Yardsticks  also  benefited  from  their 
unusual  amount  of  debt  leverage,  up 
as  high  as  66%,  resulting  in  part 
from  the  fact  that  pipeline  debt  is 
almost  always  self-liquidating  within 
20  years.  Transcontinental  Gas  Pipe 
Line,  for  example,  avoids  all  diversi- 
fication as  a  matter  of  principle;  but 
its  enormous  leverage  enabled  it  to 
turn  a  5.9%  average  return  on  total 
capital  into  a  16.4%  return  on  equity 
(17.6%  for  latest  12  months). 

The  big  electric  power  companies 
in  general  make  less  effective  use  of 
leverage,  in  part  because  some 
states,  like  Massachusetts,  put  a  limit 
(usually  50%)  on  the  amount  of  debt 
in  a  utility's  capital  structure,  but 
mainly  because  tradition  and  the  ex- 
pectations of  state  regulatory  bodies 
have  always  decreed  it  so.  In  this 
environment  it  takes  a  really  vigorous 
company  like  American  Electric 
Power  to  break  out  of  the  pack — 
though  a  company  like  Texas  Utili- 
ties   is    able   to    make    a    very    good 


showing  aided  by  low  fuel  costs 
and   a   favorable   regulatory   climate. 

Tradition,  plus  the  alarm  with 
which  any  such  move  would  sure- 
ly be  viewed  by  state  public  utility 
commissions,  have  also  kept  the  elec- 
tric power  companies  from  diversify- 
ing— but  not  the  communications 
companies.  They  much  more  resem- 
ble the  pipeliners  in  their  diversifica- 
tion, which  usually  began  with  the 
.manufacture  of  their  own  telephone 
equipment,  and  in  their  aggressive 
use  of  debt  leverage.  Thus  General 
Telephone  &  Electronics,  for  example, 
now  gets  55%-60%  of  revenues  ( though 
only  about  40%  of  earnings)  from  its 
manufacturing  operations,  and  sports 
a  60%  debt  ratio.  As  a  result  GT&E 
ranks,  as  does  United  Utilities,  high 
on  the  Profitability  Yardstick. 

No  such  ranking  for  big  American 
Telephone  &  Telegraph,  which  in  al- 
most every  other  respect  is  the  very 
model  of  a  modern  industrial  com- 
pany. AT&T  is  the  biggest  U.S.  com- 
pany of  any  kind.  It  is  probably  the 
best-managed  U.S.  public  utihty  from 
an  operations  point  of  view,  and  the 
most  responsive  to  popular  need.  It  is 
the  most  research-creative  industrial 
(Continued  on  p.  236) 


"Energy  is  fransporfed  cheaper  by  pipeline  fhan  by  wire,"  says  Trans- 
continenfal  Gas  Pipe  Line's  President  James  6.  Henderson,  whose  high- 
ranking  company  brings  natural  gas  fo  the  fast-growing  metropolitan 
markets  of  New  York  City,  New  Jersey  and  Philadelphia.  Henderson  says 
that  Transcontinental's  success  stems  basically  from  one  factor:  "Large  pipe." 
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THE  LONG  LEVER 
OF  DEBT 


In  utilities,  where  returns  are  limited  by  law,  leverage  is  what  usually 
makes  the  difference.  For  example,  AT&T  and  GT&E  earn  about  the  same 
return  on  their  invested  capital.  But  GT&E,  with  its  higher  proportion  of 
debt,  ends  up  with  a  better  return  on  stockholder's  equity.  A  major  reason 
IS  the  tax  structure,  which  has  the  effect  of  subsidizing  debt  because  in- 
terest is  deductible. 


RETURN 

ON 
CAPITAL 


DEBT  AS 

PERCENT  OF 

TOTAL 

CAPITAL 


COASTAL  STATES 

66.0% 


CONTINENTAL  TELEPHONE 

80.0% 


PANHANDLE   EASTERN 
64  0% 


GENERAL  TELEPHONE 
60.0% 


AT&T 
33.0% 


CONSOLIDATED  NAT.  GAS  t     90% 
43.0%  * 


AM.  ELECTRIC  POWER 
58.5% 


RETURN 
ON 

EQUITY 


28.8% 


9,7%1 


TEXAS  EASTERN  TRAh+S. 
63.3% 


.8% 


This  announcement  is  neither  an  offer  to  sell 

nor  a  solicitation  of  an  offer  to  buy  any  of 

these  shares.  The  offer  is  made  only  by  the 

Prospectus. 

NEW  ISSUE 
$9,000,000 

APACHE 

OIL  &  GAS 

PROGRAM 

1969 

(Apache's  22nd  consecutive 
offering) 

Offered  where  state  laws  permit 

at  $15,000  per  unit,  or  in  any 

multiple  of  $5,000. 

TO  INVESTORS 
SEEKING   TAX   SHELTER: 

By  the  purchase  of  a  unit  of  in- 
vestment in  Apache  Oil  &  Gas 
Program  1969  you  will: 

■  Be  accorded  the  tax  bene- 
fits of  oil  and  gas  explora- 
tion investments. 

■  Have  Apache's  full  techni- 
cal staff  available  to  man- 
age your  funds. 

■  Test  20-40  oil  and  gas  pros- 
pects with  varying  degrees 
of  risk,  thereby  spreading 
and  diversifying  your  risk. 

Apache  Oil  &  Gas  Program 
1969,  a  limited  partnership,  is 
specifically  designed  for  those 
whose  income  tax  bracket  is  in 
excess  of  50%, 

APACHE 
OIL  PROGRAMS,  INC. 

A  Subsidiary  of  Apache  Corporation 


BOSTON  •  CHICAGO  •  DETROIT 

MINNEAPOLIS  •  NEW  YORK 

ST.  LOUIS  •  WASHINGTON,  D.C. 

LOS  ANGELES 


See  your  broker  or  send  the  coupon  to: 

Apache  Oil  Programs,  Inc. 

1900  Foshay  Tower 
Minneapolis,  Minn.  55402 

Send  me  the  current  prospectus  on 
APACHE  OIL  AND  GAS  PROGRAM  1969 


Name_ 


Address_ 
City 


State_ 
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Exactly  what  can  Hornblower  do 
for  a  sales  vice  president  making  $37,500'? 


With  that  salary,  chances  are  he  has 
or  is  now  considering  investments. 
Either  way  Hornblower  would: 

IHelp  him  define  objectives.  A  pri- 
■  mary  goal  might  be  a  program 
that  works  toward  a  high  rate  of  capital 
growth.  This  may  involve  greater-than- 
average  risk  but  every  Hornblower 
representative  has  the  skill  and  expe- 
rience to  weigh  risk  against  his  clients' 
personal  circumstances.  He  then  for- 
mulates a  course  of  action. 

2  Get  this  personal  plan  moving. 
■  Presuming  a  goal  of  above-aver- 
age portfolio  growth,  the  Hornblower 
registered  representative  would  call 
upon  Hornblower's  definitive  research 
to  select  securities  considered  to  have 
high  performance  potential. 


3  Check  performance.  We  believe 
■  that  helping  to  keep  you  on  target 
is  just  as  important  as  lining  up  your 
original  goals.  Which  is  why  your 
Hornblower  representative  is  available 
to  review  his  clients'  portfolios  at 
regular  intervals. 

4  Pay  careful  attention  to  details. 
■  Hornblower  backs  up  its  repre- 
sentatives with  one  of  the  most  exten- 
sive and  advanced  computer  systems  on 
Wall  Street.  Automated  clerical  pro- 
cedures result  in  highly  accurate  ac- 
count handling. 

5  Offer  a  complete  range  of  invest- 
■  ment  services ;  a  strong  network 
of  63  ofl!ices  linked  by  one  of  the  fastest 
and  largest  private  wire  systems  in  the 
nation;  a  steady  flow  of  new  and  sec- 
ondary issues  from  our  underwriting 
department. 


That's  what  Hornblower  can  do  for 
sales  vice  president  who  wants  to 
vest.  Now,  exactly  what  can  Ho: 
blower  do  for  you?  Glad  you  ask 
We'd  be  happy  to  talk  over  your  o9 
personal  situation.   Call  or  visit  (i 
office  soon. 

Hornblower 

&  Weeks 

Hemphill 

Noyes 

Members  New  York  Stock  Exchange 
Offices  Coast  to  Coast 
8  Hanover  Street,  New  York,  N.  Y.  1000 


The  FORBES  Index 


140 
135 
130 
125 
120 
115 


70 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Feder- 
al Reserve  Board  Index  of  Industrial 
Production) 

•  What  volume  of  hard  goods  are  we 
ordering?  (Dept.  of  Commerce  latest 
three  months  new  orders  of  durable 
goods  related  to  inventories) 

Prayer  for  Austerity 

Without  so  m'tch  as  a  downward 
squiggle,  the  Fobbes  Index  (above) 
Climbed  steadily  throughout  the 
year  as  the  economy  continued 
to  confound  the  bears  and  make 
the  chronic  optimists  look  like 
geniuses.  Ordinarily,  a  year  as  pros- 


Economic  Recession  as  defined 
Bureau  of  Economic  Research 


•  How  intensively  are  we  building? 
(Dept.  of  Commerce  private  nonfarm 
housing  starts) 

Consumption 

•  How  much  are  people  spending? 
(Dept.  of  Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  go- 
ing into  debt?  (Federal  Reserve  net 
change  in  consumer  installment  debt) 


perous  as  1968  is  a  cause  tor  re- 
joicing. But  1968  was  supposed  to 
be  the  year  the  economy  and  the 
inflation  that  has  plagued  it  for  the 
past  few  years  were  supposed  to 
cool  down.  A  tax  surcharge  was 
finally  passed,  but  the  cooling 
never  came.  In  this  atmosphere, 
the  biggest  rewards  were  going  to 


•  How  costly  are  services?  (Dept.  of 
Commerce  service  price  index  related 
to  the  consumer  price  index) 

Income 

•  How  much  are  workers  earning? 
(Dept.  of  Commerce  personal  income, 
wage  and  salary  disbursements) 

•  How  many  people  have  been  laid  off? 
(U.S.  Dept.  of  Labor  initial  unemploy- 
n-,ent  claims) 

the  managements  that  took  the 
greatest  risks.  Not  surprisingly, 
therefore,  the  year  ended  with 
sober-minded  businessmen  hoping, 
almost  praying,  for  a  slowdown  of 
the  sort  that  would  bring  to  an 
end  some  of  the  unhealthy  finan- 
cial and  business  practices  that 
were    beginning    to   spread.  ■ 
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Can  you  invest 

^1-A-DAY* 


■  ■  ■ 


for  an  advanced  computer- 
based  service,  unavailable 
elsewhere  .  .  .  at  any  price? 

COM-STAT  (COMputer  Stock  Timing 
and  Analysis  Technique)  was  de- 
signed to  help  you  solve  the  crucial 
questions: 

"WHAT  TO  BUY?" 
"WHEN  TO  BUY?" 
"WHEN  TO  SELL?" 

A  unique  combination  of  advanced 

computer  technology  backed  by  over 

four  decades  of  investment  service 

is   constantly  at  work  for  you   with 

COM-STAT. 

Each  week  you  get: 

•  The  latest  computer  ratings  on  450 
carefully  selected  stocks 

•  How  these  ratings  compare  BOTH 
the  fundamental  and  technical  fac- 
tors of  each  of  these  stocks  in  the 
current  market 

•  Full  details  on  test  results  made  by 
applying  COM-STAT  Stock  Ratings 
to  an  Automatic  Buy-Sell  Plan 

•  COM-STAT's  measurement  of  to- 
day's stock  market  with  specific 
advice  for  the  period  ahead  —  in- 
cluding its  Forecasting  Lines  over 
the  past  seven  years 

•  The  latest  COM-STAT  Stock  Com- 
ments with  growth  channel  studies 
on  top-rated  issues 

•  Specific  instruction  on  applying 
COM-STAT  to  growth,  income  or 
speculative  portfolios 

Discover  for  yourself  why  serious  in- 
vestors pay  as  much  as  $500-A-YEAR 
for  this  remarkably  effective  service. 
SEND  NOW  FOR  COM-STAT'S  $10 
INTRODUCTORY  TRIAL  PACKAGE , . . 
containing  the  latest  advice  on  stocks 
in  the  current  market.  We  will  return 
your  payment  immediately,  no  ques- 
tions asked,  if  you  tell  us  you  honestly 
believe  you  can  do  better  on  your  own. 
Fair  enough?  Your  package  is  waiting 
. . .  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail  .  .  . 


COM-STAT 


A  division  of 

Spear  &  Staff,  Inc. 

Dept.  CF101 

Babson  Park,  Mass.  02157 

Yes,  here  is  my  $10  (refunded  in  full  if  I  am  not 
completely  satisfied,  and  fully  credited  if  I  de- 
cide to  become  a  member).  Send  me  your  60- 
page  Introductory  Trial  Package  containing  COM- 
STAT's  latest  findings  and  advices  on  stocks  in 
the  current  market. 

a  Check  here  to  receive  ALL  of  the  above  as  a 
BONUS  with  a  90  day  Guest  Membership  ($90  if 
payment  is  enclosed) 

D  Check  here  for  a  1-year  subscription  to  COM- 
STAT  at  a  special  introductory  rate  of  $385 
(regularly  $500)  '($365  if  payment  is  enclosed). 


NAME. 


ADDRESS. 
CITY 


-STATE. 


-ZIP. 


(for  new  readers  only  —  not  assignable 
without  your  consent) 
n  Check  here  if  you  are  an  investor  with  more 
than  $15,000  in  the  market  and  would  like  to  be 
informed  about  Spear  &  Staff's  investment  Man- 
agement Program.  No  obligation. 


MARKET  COMMENT 

By  L.  0.  Hooper 


An  Important  Month 


Historically,  the  action  of  the  Dow- 
Jones  industrials  during  January  has 
often  been  prophetic.  During  the  past 
30  years,  out  of  19  years  showing  a 
January  rise,  17  ended  with  a  net 
advance  for  the  year.  By  the  same 
token,  a  January  dechne  has  been 
foUowed  by  a  lower  market  in  eight 
of  the  11  years  in  which  declines 
occurred.  If  the  market  loses  mo- 
mentum in  the  first  month  of  1969 
and  actually  closes  lower  at  the  end 
of  the  month  than  at  the  beginning, 
historically  the  burden  of  proof  for 
the  next  few  months  will  be  on  the 
bulls.  On  the  other  hand,  if  the  mar- 
ket is  bullish  all  this  month  (and  does 
not  lose  momentum  toward  the  close) 
the  burden  of  proof,  historically,  will 
be  on  the  bears. 

In  this  generalization  (which,  of 
course,  is  not  infallible),  I'm  thinking 
not  so  much  about  what  will  happen 
over  the  next  11  months  as  about 
what  wiU  happen  over  the  next  two, 
three  or  four  months.  I'm  thinking 
that  the  market  this  month  may  tell 
us  what  to  expect  immediately  ahead 
without  telling  us  what  to  expect 
over  the  year  as  a  whole. 

Lower  Prices 

I  will  be  brave,  and  risk  being 
wrong.  I  think  the  January  market 
will  start  out  strong  and  end  soft.  I 
think  it  will  provide  a  signal  for 
moderately  (but  not  dangerously) 
lower  prices  in  the  intermediate  pe- 
riod beginning  in  late  January  or 
early  February  and  perhaps  lasting 
into  April,  May  or  June. 

Just  why  am  I  thinking  that  way? 
It  is  not  just  because  of  the  historic 
pattern,  interesting  as  that  is.  As  I 
see  it,  the  rush  of  institutional  money 
into  the  market,  which  has  been  go- 
ing on  for  years  but  which  has  been 
especially  violent  since  August,  will 
slow  down;  there  will  be  less  inhibi- 
tion about  taking  some  profits  (now 
that  profits  no  longer  go  into  the 
1968  income  tax  statement);  and 
there  will  be  some  statistical,  political 
and  business  evidence  that  inflation  is 
to  proceed  at  a  less  rapid  rate.  The 
new  Administration,  while  by  no 
means  as  conservative  as  some  of  the 
people   who  voted  for   it   think,   will 


Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.   E.   Hutton   &  Co. 


feel  impelled  to  take  some  anti-in- 
flationary steps.  Pubhc  sentiment  de- 
mands such  a  course.  I  would  like 
to  remind  readers,  too,  that  stocks 
have  had  quite  a  rise  since  the  August 
lows,  and  that  the  list  is  always  in 
need  of  "consolidation"  after  any  ad- 
vance of  100  points  or  more  in  the 
DJI.  Somehow  or  other,  I  have  no- 
ticed in  the  past,  the  "news"  and 
enviionment  usually  are  forthcoming 
to  provide  the  necessary  excuses. 

I  hasten  to  add  that  this  does  not 
change  my  long-term  buDish  pattern; 
and  that  I  doubt  if  the  correction  will 
be  wide  enough  (it  may  be  10%  to  12% 
from  the  highs)  to  justify  real  in- 
vestors making  any  attempt  to  sell 
theii-  good  stocks  now  and  buy  them 
back  later.  I've  never  been  able  suc- 
cessfully to  implement  such  tactics 
in  my  own  affairs  even  when  there 
has  been  a  20%  drop  in  the  DJI.  In 
practice,  you  don't  get  the  highs  when 
you  sell  or  buy  back  at  the  lows — 
and  you  pay  unnecessary  capital 
gains  taxes  and  commissions,  often 
losing  a  good  investment  position 
without  benefitting  yourself  at  all. 

The  longer-teiTTi  fundamentals  are 
not  changing.  The  institutions  are  still 
buying  stocks  on  balance  from  the  so- 
called  public  and  new  equities  are  not 
being  created  fast  enough  to  meet  the 
demand. 

This  is  essentially  an  exceedingly 
strong  demand-supply  situation  in  a 
free  market.  Higher  interest  rates  are 
not  attracting  these  institutions  to  buy 
a  larger  percentage  of  bonds,  because 
it  is  now  realized  that  high  interest 
rates  are,  and  ought  to  be,  an  es- 
sential part  of  the  phenomena  of  in- 
flation. All  the  higher  interest  rates 
do  is  to  provide  an  inadequate  com- 
pensation to  the  lender  for  permitting 
the  buying  power  of  his  principal  to 
depreciate. 

Lately  there  has  been  a  real  rush 
to  buy  equities,  partly  because  of  the 
unusually  big  purchases  of  those  pub- 
lic funds  (like  teachers  funds  and 
police  retirement  funds  in  some 
states)  that,  because  of  legal  limita- 
tions, have  previously  been  able  to 
own  little  but  bonds  and  mortgages; 
partly  because  of  the  big  seasonal 
inflow  of  money  to  some  funds  (also 
unwilling  to  buy  bonds);  partly  be- 
cause   the    mutuals    have    been    ex- 
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periencing  good  sales  and  have  been 
cutting  down  cash  balances,  and 
partly  because  beneficiaries  of  bank 
trusts  have  been  insisting  on  more 
stocks  and  fewer  bonds.  This  demand- 
supply  factor,  and  not  the  news  en- 
vironment, accounts  for  what's  been 
going  on  in  a  market  in  which  more 
than  50^  of  the  trading  is  by  institu- 
tions rather  than  by  individuals. 

The  managers  of  institutional  money 
have  been  acting  in  such  a  way  as 
to  create  a  great  wave  of  buying. 
That's  why  the  DJI  has  been  going 
up.  I  think  this  wave  of  buying  will 
have  a  lower  crest  after  mid-January, 
and  that  the  demand-supply  equa- 
tion, for  a  time,  will  not  be  as  favor- 
able to  higher  prices  as  it  has  been. 
But  don't  ignore  that  institutional  ac- 
cumulation of  equities;  they  are  sure 
to   be   back   with    accumulated    cash. 

Possible  Buys 

There  are  always  things  that  you 
can  buy,  even  when  the  market  as 
a  whole  does  not  look  too  exciting. 
In  the  blue-chip  area,  I  think  Stand- 
ard Oil  of  y>'ew  Jeraey  (8-3)  is  just 
plain  cheap  as  a  value,  that  Interna- 
tional Sickel  (37)  is  an  interesting 
high  technology  stock  because  of  the 
promised  increase  in  tlie  demand  for 
nickel  in  steel  making  and  in  ocean- 
ography, that  Chrysler  (60)  at  about 
10  times  last  year's  earnings  is  under- 
valued even  if  profits  don't  increase 
so  rapidly  in  1969,  that  Penn  Central 
(65)  is  a  good  stock  to  own  not  only 
because  ot  the  real  estate  but  the 
prospect  for  better  rail  earnings. 

As  a  speculative  stock  of  perhaps 
unusual  appeal,  I  have  been  buying 
some  McCulloch  Oil  (40)  for  my  own 
account.  This  is  essentially  a  land- 
development  company  transforming 
with  water  a  27-s(iuare-niiie  tract  of 
desert  at  Lake  Havasu  in  Arizona 
into  homesites.  The  company's  con- 
cept is  somewhat  like  that  ot  General 
Development  in  Florida.  .  .  .  Perhaps 
less  speculative  but  interesting  is 
Consolidated  Electronic  Industries 
(47)  which  shortly  will  be  absorbing 
the  North  American  Philips  Trust  and 
changing  its  name  to  North  American 
Philips  Inc.  I  think  this  stock,  with 
Philips  Lamp  of  Holland  the  largest 
holder  after  the  merger,  deserves  to 
sell  at  a  high  price/earnings  ratio.  .  .  . 
I  still  like  the  airlines,  especially  the 
big  trunk  lines,  and  would  continue 
to  accumulate  them  "as  a  speculation 
in  inevitability."  The  lower  they  go, 
the  better  buys  they  will  be.  .  .  . 
Through  a  typographical  error,  a  re- 
cent column  overestimated  the  earn- 
ings of  Zayre.  For  the  year  ending 
this  month,  $3.25  to  $3.30  a  share 
looks  about  right.  ■ 


Complete  Wue  Line 

Coverage  for 
Professionals,  Traders 
&  Investors 

Providing  continuing  follow-up  research,  ratings,  and  recommendations  on : 


1400  Common  Stocks  in 

THE  VALUE  LINE  INVESTMENT  SURVEY 


Individual 
Costs 


$167 

90  Special  Situations  in 

THE  VALUE  LINE  OTC  SPECIAL  SITUATIONS  SERVICE      $125 

40  Warrants  in 

THE  VALUE  LINE  WARRANT  SERVICE  $  48 

80  Merger  Situations  in 

THE  VALUE  LINE  MERGER  EVALUATION  SERVICE  $  48 

240  Convertible  Bonds  in 

THE  VALUE  LINE  CONVERTIBLE  BOND  SERVICE  $  48 

270  Convertible  Preferred  Stocks  in 

THE  VALUE  LINE  CONVERTIBLE  PREFERRED 

STOCK  SERVICE  $  48 

TOTAL  COST  IF  PURCHASED  INDIVIDUALLY  $484 

UNDER  THIS  PACKAGE  OFFER. 

ALL  6  SERVICES  FOR  THE  NEXT  52  WEEKS  COMES  TO    $352 

YOU  SAVE      $132 

MONEY-BACK  GUARANTEE  PLUS  A  $132  SAVINGS  TO  YOU 

Value  Line  invites  you  to  examine  these  advisory  services  without  risk:  If,  within 
30  days,  you  are  dissatisfied  for  any  reason,  you  may  return  the  material  you  have 
received  for  a  full  and  prompt  refund  of  your  fee. 


ARNOLD  BERNHARD  &  CO.,  INC.,  PUBLISHERS 
5  East  44th  Street,  New  York,  N.  Y.  10017  U.S.A. 

I  I  Enter  my  subscription  for  one  year  to  all  Value  Line  advisory  services  for  the 
combination  fee  of  $352,  under  your  30-day  money-back  guarantee.  (Include 
reference  bonus  books.) 

.  This  offer  extended  to  FORBES  readers  until  Jan.  31,  1969  after  which  date  the  OTC  special 
Situations  Service  will  increase  in  price  to  $190  annually,  the  Convertible  Securities  Services 
special  charter  discount  will  expire  and  the  combination  rate  for  all  Value  Line  services 
will  be  $425  annually. 

Enter  my  subscription  to  the  Service (s)  checked  here,  under  your 
30-day  money- back  guarantee.  (Include  reference  bonus  books.) 

n  THE  VALUE  LINE  INVESTMENT  SURVEY-One  Year  (52  issues) -$167 
(includes  2-voIume,  1800  page  Investors  Reference  Library) 

n  THE  VALUE  LINE  OTC  SPECIAL  SITUATIONS  SERVICE-One  Year 
(24  issues)  $125  (includes  OTC  Special  Situations  Service  Reference  Volume) 

□  THE  VALUE  LINE  CONVERTIBLE  SECURITIES  SERVICES-One  Year 
(48  issues)— $120  (Includes  100-page  "Guide  to  Convertible  Securities") 

//  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material  for  a  full  refund  under 
your  money-back  guarantee. 

I  I  I  am  presently  a  subscriber  and  wish  to  gain  the  advantage  of  this  special 
combination  rate  through  a  common  expiration  date. 

□    Payment  Enclosed         Q    Bill  Me 

(Subscription  fees  are  deductible  for  income  tax  purposes.  1\.Y.C.  residents, 
please  add  5%  sales  tax;  other  /V.y.  State  residents,  add  applicable  sales  tax.) 


Name. 


Address. 


16-C2 


City_ 


.State. 


Zip 


(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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Investments  Geared  to  America's  Future 


JOHIVSTOIV 

MUTUAL  FU\D 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  CInarge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave,  NYC.  10017    Dept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS. 


BUY  THESE 
LOW  PRICED  STOCKS? 

Wilshire  Oil  of  Texas 
Seaboard  Allied  Milling 
American  Business  Systems 
Canadian  Export  &  Oil 
Electric  &  Musical  Inds. 

Now  see  what  one  of  the  leading 
technical  analysts  says  about  buying 
or  selling  short  the  most  active  and 
best  situated  low  priced  stocks.  You 
get  a  point  and  figure  chart  of  each 
stock  as  well  as  necessary  funda- 
mental information.  Be  sure  to  check 
your  holdings  with  the  technicians  in 
each  issue  of  .  .  . 

•      INVESTORS  INTELLIGENCE      • 


...  a  comprehensive  and  authorita- 
tive summary  of  the  leading  invest- 
ment services,  plus  condensations  of 
the  private  newsletters  and  the  finan- 
cial press.  Also  included  are  concise 
and  pointed  comments  on  business, 
government,  and  market  thinking 
about  the  future  of  investment  values. 

TWO    MONTH   TRIAL — $5.00 

For  your  two  month  trial  subscrip- 
tion (4  complete  reports)  which  will 
help  you  in  your  investment  decisions 
in  this  selective  market,  send  only 
$5.00  to  Dept.  F-49,  INVESTORS 
INTELLIGENCE,  2  East  Ave.,  Larch- 
mont.   New   York   10538. 

N.Y.  City  add  5%  tax,  N.  Y.  State  2% 


For  Top  Quality 

GLASS  BEADS 

of  any  type 

WB  KNOW  OF  ONLY 
ONE  PLACE  TO  GO... 

MICROBEADS  DIVISION 

CATAPHOTE  CORP.  -^ 

Post  Office  Box  2369 
Jackson,  H/Uss.  39205-U.S.A. 


STOCK  ANALYSIS 

By  Heinz  H.Biel 


A  Rougher  Year  Ahead 


Nineteen  sixty-eight  was  an  extraor- 
dinary year,  sort  of  an  all's-well- 
that-ends-well  year.  For  the  vast 
majority  of  people  it  was  fabulously 
good,  and  for  the  country  as  a  whole 
it  was  a  lucky  one. 

Some  readers  may  disagree.  They 
will  think  of  the  assassinations  of 
Martin  Luther  King  and  Robert  Ken- 
nedy; of  the  agony  of  Vietnam;  of 
the  ughness  of  the  political  conven- 
tions; of  the  unrest  at  schools  and 
universities;  the  racial  tensions  every- 
where. Yet  none  of  the  problems 
really  came  to  a  head.  We  smoothed 
them  over  and  postponed  their 
solutions.  How  much  longer  can 
we  postpone?  That  is  why  the  "Happy 
New  Year"  seems  to  sound  a  bit  hol- 
low and  why  I  am  becoming  increas- 
ingly apprehensive.  The  problems 
won't  go  away,  and  their  solution  will 
not  be  easy.  And  no  one  seems  to 
have  a  workable  solution. 

The  Ailing  Dollar 

On  New  Year's  Day  a  year 
ago  President  Johnson  proposed  to 
strengthen  the  dollar  by  restricting  its 
use  and  making  it  a  second-class  cur- 
rency. Fortunately,  the  absurdity  of 
his  proposals  was  so  glaring  that  Con- 
gress refused  to  take  them  seriously. 
We  continued  to  lose  an  awful  lot 
of  gold,  largely  because  we  acted  like 
weaklings  instead  of  displaying 
strength  and  confidence,  and  even- 
tually the  U.S.  was  forced  to  go  off 
the  gold  standard.  We  and  our  co- 
operating friends  in  Western  Europe, 
excluding  France,  set  up  a  dual-price 
system  for  gold,  which,  at  least  so 
far,  averted  monetary  chaos.  Then, 
like  a  deus  ex  niachina,  appeared 
Danny  the  Red  (Daniel  Cohn-Bendit) 
who  effectively  eliminated  France  as 
an  international  monetary  trouble- 
maker. Now,  I  ask  you,  how  lucky 
can  you  get? 

Today  it  is  the  French  franc  and, 
as  usual,  the  British  pound  that  are 
in  trouble,  while  the  Gernian  mark 
is,  or  seems,  stronger  than — I  almost 
said  the  Rock  of  Gibraltar — gold.  If 
we  remove  the  band  aids  that  have 
been  used  to  patch  up  the  monetary 
wounds,  we  find  ugly  and  dangerous 
sores.  They  are  bound  to  break  open 


Mr.   Biel   is  a  partner   in  tlia  New  York  Stock  Ex- 
change firm  of  Emanuel,  Deetjen  &  Co. 


before  long.  I  do  not  know  why  peo- 
ple think  of  Gennany  as  a  secure 
haven.  Besides  the  Dannys  and 
Duschkes,  tension  may  arise  in  Berlin 
or  along  West  Germany's  eastern 
border,  which  can  happen  almost  any 
time.  Any  disturbing  development 
will  make  the  mark,  for  a  few  per- 
centage points  of  profit  in  case  of  a 
revaluation,   run   like   hell. 

This  year  is  likely  to  be  a  year  of 
great  monetary  unrest  and,  I  hope, 
eventual  settlement.  I  visualize  a  re- 
alignment of  currency  relationship — 
up  and  down  vis-a-vis  the  dollar, 
which  will  remain,  monetarily  speak- 
ing, the  center  of  the  universe.  To 
make  any  adjustments  more  palatable 
for  all  concerned,  such  settlement  may 
also  provide  for  an  increase  in  the 
official  U.S.  price  for  gold.  This  is 
the  first  time  ever  that  I  concede 
this  possibility. 

But  before  you  rush  to  buy  gold 
stocks  in  anticipation  of  such  a  de- 
velopment, I  should  like  to  temper 
any  undue  speculative  enthusiasm. 
Although  I  can't  read  the  minds  of 
the  Nixon  Administration,  I  find  it 
diflBcult  to  imagine  a  gold  price  in- 
crease beyond  $50  an  ounce,  from 
$35  at  present.  This  would  be  well 
below  the  hopes  and  expectations  of 
the  world  gold  lobby.  While  gold 
stocks  may  get  a  brief  fillip,  much 
higher  prices  for  them  could  not  be 
supported  by  realistic  earnings  pros- 
pects, particularly  if  it  is  assumed,  as 
it  should  be,  that  any  change  in  the 
U.S.  price  of  gold  has  an  element  of 
finahty.  The  last  change  has  already 
lasted  more  than  35  years. 

By  committing  himself  voluntarily 
to  the  lame-duck  status  as  early  as 
Mar.  31  of  last  year,  President  John- 
son more  or  less  abdicated  and  re- 
lieved himself  of  any  responsibility 
for  whatever  happened  during  the  re- 
mainder of  his  regime.  This  apres- 
moi-le-deluge  atmosphere  has  been 
with  us  all  year. 

It  is  not  surprising,  therefore,  that 
inflation  took  a  big  leap  forward  this 
past  year.  I'd  be  the  first  to  advocate 
a  little  bit  of  inflation  as  being  more 
desirable — especially  for  socio-politi- 
cal reasons — than  a  little  bit  of  de- 
flation, but  the  current  pace  of  4.5% 
a  year  is  too  much.  Yet,  it  did  give 
everyone   a   good   dose   of   euphoria. 
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The  new  team  that  will  take  over  the 
reins  later  this  month  can  and  must 
act  forcefullv'  to  slow  down  this  race. 
The  best  time  to  do  things  that  are 
necessary'  but  unpleasant  is  during  the 
first  year  of  the  Presidential  term, 
while  the  next  popularity'  contest  is 
still  a  long  time  away. 

Nineteen  sixty-eight  was  a  comfort- 
able year  for  the  investor.  The  max- 
imum decline  in  Standard  &  Poor's 
industrial  stock  index  was  8.7^  in  the 
first  quarter,  certainly  not  enough  to 
upset  anyone's  confidence.  The  net 
year-to-year  gain  of  a  little  over  10? 
was  of  the  right  magnitude  to  re- 
assure investors  that  stocks  are  better 
than  bonds  despite  the  fact  that  triple 
A  bonds  now  pay  7S  while  the  average 
industrial  stock  returns  barely  3?. 

A  Trader's  Year? 

So  far  so  good,  but  this  isn't  the 
full  story.  The  15?  increase  in  trading 
volume  on  the  New  York  Stock  Ex- 
change alone  would  not  have  caused 
the  backoffice  turmoil  among  the 
brokers  and  the  less  publicized  de- 
terioration of  service  by  the  banks. 
After  operating  on  a  four-day  week, 
the  NYSE,  beginning  this  month,  is 
trying  to  compress  a  day's  trading 
into  four  hours  on  a  five-day-a-week 
basis.  Some  40-odd  brokerage  firms 
are  already  under  restrictions  because 
of  their  inability  to  process  the  rising 
volume  of  business.  1  have  nightmares 
trying  to  imagine  what  might  happen 
if  a  constricted  market  should  be 
subjected  to  selling  waves  a  la  1962. 

I  am  not  bearish.  The  business  out- 
look, and  the  outlook  for  next  year's 
profits,  is  better  than  anyone  had 
dared  to  predict  just  a  few  months 
ago — and  better,  I  hate  to  say,  than 
it  should  be  for  our  own  long-range 
good.  But  I  expect  a  rougher  road 
ahead  than  we  have  traveled  this  past 
year.  The  swings,  in  either  direction, 
are  likely  to  be  wider,  less  mod- 
ulated. Speculation  has  already  reach- 
ed rather  dangerous  proportions  in 
certain  segments  of  the  market,  and 
I  am  fearful  of  sharp  sell-offs,  which 
invariably  have  an  adverse  effect  on 
investors'  confidence.  Unless  your 
nerves,  and  your  stocks,  are  solid, 
1969  may  be  a  better  year  for  the 
trader  than  for  the  investor. 

It  is  an  illusion  to  look  for  security 
when  it  comes  to  investing.  Con- 
sei"vatism,  i.e.,  the  avoidance  of  risks, 
has  resulted  in  nothing  but  losses. 
You  have  to  graduate  your  risks, 
weigh  the  pros  and  cons,  stocks  vs. 
cash  opportunity  vs.  loss.  It  all  comes 
down  to  that  simple  question  that  an 
old  German  banker  asked  his  clients 
before  offering  his  investment  advice: 
Do  you  want  to  eat  well  or  sleep 
well?  Simple,  isn't  it?.« 


TelegroTvtli" 


BABSON'S  NEW  TELEGRAPHIC 
AGGRESSIVE   GROWTH  PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER    MODEL    TELEGROWTH    PORT- 


FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 
3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Babson's  Reports  Inc.,  Wellesley  Hills,  Mass.  02181,  Dept.   F-270 

Please  send  me  complete  details  on  TELEGROWTH, 
Babson's  new  Telegraphic  Growth  Portfolio  Service. 


Name 


Street  &  No. 


City 


State 


Zip 


BABSON'S  REPORTS 

IIVCORPOR  AT E  D 

WELLESLEY  HILLS,  MASS.  02181 


mm 


FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100  fo  of  your  money  is 
invested  for  you  in  tiie 
broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 

To  buy   10  shares  or  more 
call  collect  (212)  344-2410 

RALPH  E.  SAMUEL  &  CO..  Distributor 

Members  N.Y.  Stocl(  Exchange 

55  Broad  St.,  Dept.  F 

New  York  10004 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 


_ZIP_ 
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CONVERTIBLES 

577  convertible  bonds  and  | 

327  convertible  preferred  stocks  | 

now  currently  trading  can  be  ignored  by  an  inves-  | 

tor  only  to  his  own  detriment.   In  many  cases  an  | 

intelligently  selected  Convertible  can  sharply  limit  | 

risk    on    the    downside,    while    providing    just    as  | 

much  appreciation  as  the  common  on  the  upside,  | 

as  well   as  providing  a  much  higher  return  than  | 

the  common  stock,  and  costing  far  less  in  broker-  | 

age  commission  to  buy.  | 

Read:    "Investing    &    Speculating    with  I 

CONVERTIBLES"  by  a  remarkably  well-  | 

qualified  author,  Sidney  Fried,  to  get  the  = 

whole  story  of  the  Convertible,  and  out-  | 

line   a   method  by   which  you   can   profit  | 

from  the  904  Convertibles  currently  trad-  | 

ing.  Costing  only  $3,  the  book  is  accom-  | 

panied  by  a  thorough  statistical  description  | 

of  the  904  Convertibles,  plus  a  breakdown  | 

of  the  Convertibles  by  Industry  Group.  | 

If  you  do  not  agree  with  us,  after  read-  | 

ing  the  book,  that  it  has  opened  a  whole  | 

new  world  of  opportunity  for  you  in  to-  | 

day's  stock  market,  we  will  immediately  | 

return  your  $3,  upon  your  instructions  to  | 

do   so.  I 

To    receive    "Investing    &    Speculating  I 

with  CONVERTIBLES"  by  Sidney  Fried,  \ 

send  $3  today  with  your  name  and  address,  | 

and  this  advertisement,  to  "Convertibles",  = 

Dept.  FC-36,  R.H.M.  Associates,  220  Fifth  I 

Avenue,  New  York,  New  York  10001.  i 

'llllllilll liiiiiiiiiiililiillliiiiliiiiiiiiiiiiiiiiiii iiiiiiiii iiiiiiii iiiiiiiiliiiiiiiiiiiiiiiiiiiiiiiiiii^ 


INVEST  $10 

for  one  year  of  OVER-THE-COUNTER  SE- 
CURITIES REVIEW,  only  montfily  magazine 
on  OTC  stocks.  Special  features  and  depart- 
ments, current  data  on  hundreds  of  com- 
panies. Also  highlights  new  issues  and  com- 
panies with  growth  potential.  Many  other 
sections  of  top  interest  to  investors,  includ- 
ing broker  report  service.  For  half-year  sub- 
scription (6  issues)  send  only  $6.00.  Send 
your  check  to: 

OVER-THE-COUNTER 
SECURITIES  REVIEW 

Oept.   L  Jenkintown,    Pa.    19046 

P.S.  Please  send  $10  additional  for  your  "fresh 
off  the  press  postpaid  copy  of  the  1968  Edition 
of  OVERTHE  :OUNTER  SECURITIES  HANDBOOK 
covering  more  than  1,700  OTC  companies  in  depth. 
More  than   170  pages,  SV?"  by  U". 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Money  Matters 


For  the  past  30  years  economic 
thinking  in  America  has  been  dom- 
inated by  the  theories  of  John  May- 
nard  Keynes.  In  its  modern  appHca- 
tion,  the  estabhshed  Keynesian  view 
is  that  government  fiscal  policy, 
through  changes  in  spending  and  tax- 
ation, functions  as  the  flywheel  in  our 
"managed"  economy.  This  concept 
has  come  under  increasing  challenge 
from  the  so-called  monetarist  school 
of  economic  theory,  whose  best-known 
protagonist  is  Professor  Milton  Fried- 
man of  the  University  of  Chicago. 

The  monetarists  take  the  position 
that  changes  in  the  money  stock  are 
far  more  effective  than  fiscal  policy 
changes  in  shaping  the  over-all  course 
of  the  economy.  The  Chicago  school 
also  holds  that  excessive  growth  in 
the  money  supply  leads  to  higher 
rather  than  lower  interest  rates,  be- 
cause it  stimulates  expansionary  pres- 
sures which  increase  both  the  demand 
for  credit  and  the  desire  to  hold 
larger  amounts  of  ready  money. 

A  Shift  in  Dogma? 

The  Chicagoans  can  now  claim  that 
their  theories  have  been  thoroughly 
vindicated  by  the  economy's  refusal, 
so  far,  to  slow  down  significantly  in 
response  to  the  fiscal  restraints  im- 
posed earlier  this  year  and  by  the 
sharp  rise  of  interest  rates  in  the 
wake  of  last  spring's  exceptionally 
high  rate  of  money  growth.  With 
Keynesian  concepts  thus  on  the  de- 
fensive, investors  and  businessmen 
might  do  well  to  prepare  themselves 
for  the  possibility  of  a  shift  in  ac- 
cepted economic  dogma  toward  pri- 
mary emphasis  on  monetary  theory. 
This  contingency  has  been  a  matter 
of  lively  speculation  in  recent  months 
because  Professor  Friedman  was  one 
of  Mr.  Nixon's  economic  advisers  dur- 
ing the  election  campaign  and  so  his 
views  may  carry  substantial  weight 
in  the  policy-making  of  the  new  Ad- 
ministration. 

Against  this  background  it  seems 
all  the  more  significant  that  the  mone- 
tarists have  now  produced,  for  the 
first  time  in  popularly  digestible 
foiTii,  empirical  support  for  their 
theory  that  "money  matters,"  and 
matters  far  more  than  fiscal  policy. 
In  the  November  issue  of  its  monthly 

Mr.  Schuiz  Is  a  partner  in  ttie  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 


Review,  the  Federal  Reserve  Bank  of 
St.  Louis,  long  a  monetarist  strong- 
hold, presents  an  article  by  econo- 
mists Leonall  C.  Andersen  and  Jerry 
L.  Jordan  that  may  well  become  re- 
quired reading  for  anyone  who  wants 
to  assess  business  prospects.  Their 
analysis  demonstrates  a  close,  posi- 
tive, and  statistically  significant  cor- 
relation between  changes  in  the 
money  stock  and  changes  in  the  gross 
national  product,  but  no  such  correla- 
tion between  changes  in  federal  ex- 
penditures and  taxation  and  changes 
in  the  GNP.  They  say,  in  effect,  that 
they  can  find  no  statistical  proof  that 
Keynesian  techniques  can  success- 
fully manage  the  economy;  instead, 
they  show  that  the  GNP  responds 
more  strongly,  more  rapidly,  and 
more  predictably  to  changes  in  the 
money  supply  than  to  changes  in 
federal  fiscal  actions.  Their  paper 
might  well  serve  as  a  scientific  justi- 
fication for  President  Nixon  to  lean 
heavily  on  manipulation  of  the  money 
supply  in  guiding  the  economy. 

In  what  looks  like  an  obvious  ef- 
fort to  calm  fears  that  the  use  of  the 
Chicago  method  to  cool  off  infla- 
tionary pressures  might  plunge  the 
economy  into  recession,  Messrs.  An- 
dersen and  Jordan  go  on  to  show 
that  if  the  recent,  decelerated  growth 
rate  of  the  money  stocks  were  to  con- 
tinue at  under  4%  a  year  through 
1969  there  would  be  no  quarter-to- 
quarter  drop  in  GNP  at  any  time 
next  year.  (The  accepted  definition 
of  recession  is  a  GNP  decline  in  two 
successive  quarters.)  Given  a  likely 
5%  growth  in  1969  federal  spending, 
"the  economy  would  probably  reach 
a  noninflationary  growth  rate  of  the 
GNP  in  about  the  third  quarter  of 
1969  and  would  then  accelerate 
slightly."  These  findings  seem  to  im- 
ply endorsement  by  the  monetarists  of 
recent  Federal  Reserve  policy  as  suf- 
ficient to  subdue  the  inflationary 
trend  without  additional  measures  of 
restraint. 

For  the  investor,  I  think  the  im- 
plications are  encouraging  in  the 
sense  that  they  should  undercut 
fundamental  bear-market  fears.  Mean- 
while, as  I  write  this,  there  still  seem 
to  be  no  technical  indications  of  an 
impending  intermediate-trend  reac- 
tion from  levels  below  Dow  1000.  ■ 
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Send  the  Airmail  Card  today  for  United's 

PLANNING  KIT  '69 

5  Special  Reports 


%J  5  Stocks  at  "Markdown "  Prices 

Bargain-hunting  gives  a  securities  analyst  about  the  same 
pleasure  as  a  housewife  at  a  rummage  sale.  But  bonafide 
bargains  are  no  easy  thing  to  find  in  today's  stock  market. 
These  5  issues  represent  the  pick  of  many  "markdown"  stocks 
analyzed  by  United's  staff,  and  we  believe  they  represent  good 
buys  with  relatively  reasonable  risk. 

Q  Stock  Warrants  for  the  Speculator 

Can  you  believe  those  stories  about  sensational  profits  from 
common  stock  warrants?  Well,  sometimes.  But,  as  this  United 
Report  says,  warrants  are  not  always  an  easy  road  to  riches, 
and  they  do  involve  high  risk.  United  points  out  how  warrants 
do  have  a  sound  investment  purpose,  though,  and  can  offer 
potential  for  substantial  gam  with  only  a  small  capital  outlay. 


@  9  Income  Stocks  for  Retirement  Now 

If  you're  thinking  about  easing  off,  or  you've  already  started 
to,  you  might  be  partic^jlarly  interested  in  this  Report.  United 
has  picked  a  9-stock  portfolio  designed  to  yield  a  $300  per 
month  income  from  what  we  know  about  them  now.  We  think 
these  issues  give  relative  safety,  but  they  also  give  you  an 
opportunity  for  higher  income  and  capital  gain.  too. 

Q  7  Growth  Stocks  for  Retirement  Later 

The  prudent  young  men  and  women  of  today  don't  wait  until 
they're  middle-aged  to  plan  for  retirement.  This  Report  should 
especially  interest  those  people  starting  to  plan  now  for  the 
future.  United  recommends  7  stocks  that  we  rate  favorably  for 
long-term  capital  growth,  which  we  have  picked  especially  for 
a  retirement  plan. 


PLUS   UNITED'S  COMPLETE 


'69  ANNUAL  FORECAST 

for  Stocks,  Bonds  and  Business 

The  well-known  yearly  projection  m  clear,  unhedged  language  of  what  United  predicts  for  the  year  ahead. 

You  get  the  results  of  United's  experience  in  a  concise  and  penetrating  analysis  of  these  16  vital  subjects: 
Stocks  Money  Rates  Autos  Dividends 

Business  Volume  Earnings  Inflation  Steel 

Bond  Prices  Building  Foreign  Trade  Consumer  Spending 

Commodities  Retail  Sales  Labor  Farm  Income 

PLUS  THE  RISK  AND  PROFIT  POTENTIAL  IN 

•  15  STOCKS  UNITED  SPECIALLY  FAVORS  FOR  PROFIT 

•  5  FAST-GROWTH  STOCKS  FOR  THE  SPECULATOR 

•  5  CONVERTIBLE  BONDS  FOR  GROWTH  AND  INCOME 


PLUS  A  FULL  4  WEEK  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 


•  Stock  Market  Analysis  and 
Specific  Recommendations 

•  General  Business  Forecast 


•  United's  Supervised  List 

•  Buying  Advices  of  Other  Services 

•  Bonds  and  Preferred  Stocks 

.  .  .  and  much  more 


•  Stocks  to  Sell  or  Avoid 

•  New  Product  Studies 

•  Views  of  Leading  Authorities 


4-week  subscription  to  United  Reports  alone  is  $6.  This  entire  package  only  &^ 

If  the  card  has  already  been   removed,   simply  drop   us   a  postcard  at  Dept.    FM6 
MAIL  POSTPAID  AIRMAIL  CARD-  TODAY!  SEND  NO  MONEY  .  .  .   WE  WILL  BILL  YOU 
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ASSETS  OVER   $410  MILLION 


GIVE  YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation, 

A  One  of  the  highest  reserve 
ratios  In  the  nation. 

Plus  highest  dividends  com- 
pounded dally  from  date  In 
—  to  date  out. 


per  annum 
current  rate 


s> 


Equal  to  5.13%  per 

annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added  /^  /q 
per  year  when  held  36  months 

One  of  America'!  Largest     ^^^^ 
. , .  and  Strengett  '  "^"  ' 
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Box  1631-22  •  Glendale,  Calif.  91209 


V 


^f.oi.  ttnd 
dtiaili  on: 


n  Savings  Accountf 
D  Ch.ck-O-Monlh  Plod 


INAME. 


.ADDRESS. 


ICITY- 


STATE- 
PLEASE   PRINT 


-ZIP- 


22. 


ANNOUNCING 

Instruction  Series  on 

ADVANCED 

Point  &  Figure  Technique 

Chart  Analysis   •   Problems 

Practical  Applications 

A  clear,  easy-to-understand  series  which  explains 
with  illustrations,  Price-Action  which  repeats 
and  repeats  in  stoclc  after  stoclc. 

1.  How  to  find  the  change  in  the  Major  Trend. 

2.  Identify  the  Five  Phases  of  Movement  a  stock 
passes  through  during  the  mark-up. 

3.  The  type  of  Trading  Range  which  requires  a 
drop  in  price  in  order  to  do  more  trading  at 
the  bottom. 

4.  Recognize  Trading  at  the  Top.  Contrast  this 
with  an  easy-to-recognlze  reaccumulation  pat- 
tern. 

5.  The  Bull  Trap.  The  most  treacherous  position  a 
long-side  investor  can  find  himself  in. 

6.  Analysis  of  price-movement  characteristics  and 
patterns  of  R.H.  Macy  over  the  past  50  years. 

7.  After  a  seU-off.  learn  to  recognize  the  most 
bullish  price-action  a  stock  can  give. 

8.  Count  practice  and  principles — determine  how 
far  a  price-movement  may  carry. 

For  one  of  the  above  topics  each  week,  send  )8 
lor  an  8-week  trial  subscription. 

ANDREWS  TECHNICAL  STUDIES 
64  Fulton  St.,  Naw  York,  N.Y.  10038 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  State  of  Money 


If  one  HAS  to  look  for  a  single  con- 
cept to  characterize  the  various 
phenomena  in  all  phases  of  financial 
actiNity  in  the  last  12  months,  per- 
haps the  best  descriptive  phrase 
would  be  a  flight  from  money. 
Economic  theory  invariably  empha- 
sizes that  one  of  the  essential  func- 
tions of  money  is  to  act  as  a  storage 
of  value.  In  other  words,  people  can 
expect  that  money  will  not  lose  its 
exchange  value  or  purchasing  power. 

It  is  questionable  to  what  extent 
money  ever  satisfactorily  performed 
its  function  in  this  respect  over  the 
long  term  in  as  much  as  a  long-term 
gradual  inflation  has  been  the  norm. 

However,  over  short  periods  of 
time,  money  has  been  an  acceptable 
means  of  saving  except  when  there 
has  been  a  more  than  small  and  grad- 
ual increase  in  prices.  Inflationary 
pressures  have  been  more  than  grad- 
ual in  these  last  months  and  con- 
sequently there  has  been  a  tendency 
for  people  to  find  a  haven  for  their 
savings  in  things  othe."  than  money, 
mostly  in  securities. 

Internationally,  the  same  phe- 
nomena have  been  seen  by  the  sup- 
port of  the  currency  least  affected  by 
inflation,  the  German  mark,  and  by 
pressure  against  the  currencies  most 
exposed  to  inflation,  the  French  franc 
and  the  pound  sterhng. 

To  some  extent,  this  is  also  the  rea- 
son for  the  speculation  in  gold.  U.S. 
citizens  cannot  buy  gold,  so  specula- 
tion has  taken  place  in  gold  shares. 
The  year  past  saw  its  quota  of  finan- 
cial crises.  One  of  these  was  respon- 
sible for  the  introduction  of  the 
two-tier  price  system  for  gold.  This 
has  worked  fairly  satisfactorily  and  in 
the  latter  part  of  the  year  the  finan- 
cial crisis  was  marked  less  by  any 
major  movement  of  gold  than  by  runs 
on  individual  currencies.  It  is  inter- 
esting to  note  that  while  speculation 
in  gold  shares  is  very  much  with  us, 
it  increased  in  intensity  the  second 
half  of  last  year.  Apparently  this  was 
a  sign  that  fewer  people  believed  in 
the  likelihood  of  an  increase  in  the 
price  of  gold. 

In  the  coming  months  it  is  to  be 
hoped  that  the  special  drawing  rights 
arrangements  of  the  International 
Monetary  Fund  will  be  implemented. 
There    is    also    increasing    discussion 
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about  allowing  floating  exchange 
rates.  This  would  undoubtedly  serve  ! 
a  useful  puipose,  especially  in  getting 
through  shorter  periods  of  instability. 
But  it  may  well  have  as  much  to  be 
said  against  it  since  it  may  hinder 
planning  in  long-term  international 
commercial  activity.  This  is  exactly 
what  the  Bretton  Woods  agreement 
tried  to  prevent. 

It  is  difficult  to  foresee  what  the 
coming  year  wfll  bring.  Though  no 
change  has  taken  place  in  the  funda- 
mental position  of  the  U.S.,  the  dollar 
seems  to  be  out  of  the  woods  for  the 
time  being.  This  is  primarily  due  to 
the  worldwide  demand  for  U.S. 
securities  as  an  investment  media.  It 
is  in  fact  a  belated  recognition  that 
the  U.S.,  as  the  wealthiest  nation,  is 
the  one  most  suitable  for  lending 
money  and  is  the  most  creditworthy 
as  well. 

No  Rise  for  Gold? 

The  German  mark  is  certainly 
undervalued  as  is  admitted  by  the 
special  measures  Gennany  is  taking 
to  encourage  imports  and  to  dis- 
courage exports.  Just  as,  obviously, 
the  French  franc  is  ovei^valued  and  it 
is  difficult  to  see  how  even  General 
de  Gaulle  can  imagine  that  a  major 
bout  of  deflation  would  have  less 
unsavory  effects  on  the  internal  health 
of  France  than  the  devaluation  would 
on  its  external  image.  The  major 
quandary  remains  sterUng.  While  it  has 
become  obvious  that  the  magic  of 
devaluation  has  turned  out  to  be 
much  less  magical  than  Mr.  Wilson 
hoped  in  November  of  1967,  it  also 
seems  certain  that  improvements  in 
Britain's  trade  performance  have  been 
greater  than  the  performance  of  ster- 
hng on  world  markets  would  seem  to 
suggest.  Great  Britain  needs  a  certain 
degree  of  deflation,  but  it  is  hoped 
that  no  deflationary  race  will  develop 
between  Great  Britain  and  France. 

I  believe  that  no  change  will  take 
place  in  the  price  of  gold  in  the  fore- 
seeable future  in  spite  of  speculation 
arising  from  the  recent  remarks  of 
David  Kennedy,  Secretary  of  Treas- 
ury-elect. However,  international 
financial  crises  will  still  come  and  go 
and  speculation  in  gold  shares  is  like- 
ly to  continue  for  some  rime.  ■ 
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Open  letter  to  Mr.H:  "Investor" 

(BACKGROUND)  Recently  we  received  a  letter  from  a  Mr.  H  m 
Miami.  Florida.  Busirxessmim  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H.  we  think  his  reaction  to  our 
service  deserves  another  response  from  us —but  this  time  ...in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


"N 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  1400  common 
stocks  weekly.  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  12  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 

makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  about  100  stocks  or  more  in  several 
industries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And— to  help  those  who  want  specific  guidance 
—this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it .  .  .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

BONUS 'With  the  annual  or 
3-month  trial  subscription.  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  trial  for  four 
weeks  of  service  available  to  those  who  have  already  had  such  a 
trial  within  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-t  44 
(13 


13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
•  as  a  bonus-the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
O  Payment  enclosed  O  Bill  me 


□  FOUR-WEEK  TRIAL-(S 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  moriay-back  guarantee. 


Name  (please  print) . 


.AA-1625 


City. 


.State. 


,  Zip  . 


(Subscription  fees  are  deductible  for  income  ttx  purposes.  N.y.C.  residents, 
please  add  5%  sales  tax;  other  N.V.  State  residents,  add  tpplictbl*  sales  ta«.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  tuignmcM  of  Ihis  ij/ocmcni  will  be  made  wiihoul  iubtcribti's  conitni.) 
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Growth 
industry  ^i^. 
Shares, 
inc. 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


GrowthlndustryShares,lnc.,Rooml018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


Dividend. 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  Decem- 
ber 5,  1968,  declared  a 
dividend  of  forty-two 
cents  (420)  per  share 
on  the  outstanding 
Common  Shares  of  the 
Corporation,  payable 
on  January  10,  1969  to 
shareholders  of  record 
at  the  close  of  business 
on  December  24,  1968. 
G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  January  31,1 969  to 
holders  of  record  at  the  close  of 
business  on  January  10,  1969. 

Floyd  A.  Deming 
Dec.  12,  1968  Secretary 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Looking  Ahead 


Unlike  the  situation  at  past  year- 
ends — when  the  outlook  for  the  com- 
ing second  half  usually  was  considered' . 
doubtful — "the  standard  forecast"  to- 
day promises  a  slower  rate  of  eco- 
nomic growth  in  the  first  six  months, 
but  then  a  sharp  upturn  in  the  second 
half.  To  me,  the  unanimity  of  this 
opinion  in  itself  is  suspicious. 

It's  not  that  I  take  particular  issue 
with  the  popular  arguments  in  support 
of  the  view  that  our  unprecedented 
prosperity  will  pause  for  refreshment 
in  coming  months.  For  example,  no 
one  can  deny  the  fact  that  with  Social 
Security  taxes  rising  at  a  $2-billion 
aimual  rate  in  January,  a  new  test 
of  consumer  buying  attitudes  is  ahead. 
Second,  the  stimulating  impact  of  a 
change  in  our  rate  of  savings  may 
have  aheady  been  witnessed,  and  it's 
questionable  whether  consumers  will 
continue  to  borrow  as  though  money 
were  going  out  of  style.  Third,  past 
credit  restraints  could  have  their  tra- 
ditional delayed  impact  early  in  1969. 
Yet  I've  begun  to  wonder  if  the  re- 
adjustment has  been  so  widely  antici- 
pated that  it  will  be  postponed  until 
late  in  1969,  with  a  cyclical  peak 
in  the  first  quarter  or  first  half. 

In  my  opinion,  the  case  for  this 
minority  view  is  as  persuasive  as  the 
negatives  to  which  so  much  attention 
has  been  given.  Illustrative  of  the 
point,  I  believe  that  total  federal  gov- 
ernment expenditures  will  increase  in 
1969  even  if  the  war  in  Vietnam  ends 
shortly.  And  state  and  local  govern- 
ment outlays  will  continue  their  sharp 
year-to-year  gain.  In  addition,  con- 
sumer buying  is  continuing  at  an  all- 
time  record  pace  despite  the  theoreti- 
cal restraints.  Moreover,  irrespective 
of  the  reasons,  the  early  warning  sig- 
nals point  to  a  new  record  level  of 
plant  and  equipment  spending  in 
1969.  Residential  building  activity 
should  be  perhaps  the  second  highest 
on  record.  Lastly,  the  barometric  lead 
indicators  of  aggregate  business  activ- 
ity point  to  continued  forward  mo- 
mentum. 

Bearing  in  mind  that  as  yet  there 
is  no  change  in  the  overall  environ- 
ment, any  time  can  be  a  good  time 
to  buy  a  good  stock.  Such  as  the  two 
mentioned  below. 

Mr.  Luri*  it  a  partner  In  the  Ntw  York  Stock 
Eichangt  firm  of  Josaphthai  A  Co. 


The  facts  that  increased  disposable 
income  is  always  reflected  in  higher  re- 
tail sales  and  that  personal  consump- 
tion expenditures  are  likely  to  increase 
next  year  point  up  the  bright  outlook 
for  W.  T.  Grant.  A  major  change  has 
taken  place  in  the  location  of  the 
company's  stores  in  the  past  decade,! 
and  about  80%  of  the  Grant  outlets 
today  are  located  in  newer  shopping 
centers.  A  decade  ago,  the  majority  of 
the  company's  stores  were  in  down- 
town locations  rather  than  in  the 
suburban  market.  After  lagging  in 
recent  years,  the  company's  store  ex- 
pansion program  is  now  accelerating. 
With  the  retailing  environment  gen- 
erally favorable  and  the  profitability 
of  older  stores  increasing,  I  believe 
W.T.  Grant  is  emerging  from  itsi 
1965-67   earnings  plateau.   Profits  inj 

1968  should  be  more  than  10%  to 
about  $2.85  per  share,  and  similar 
gains  can  be  visualized  in  1969. 

New  Profit  Highs 

To  my  way  of  thinking,  RCA  pos- 
sesses a  number  of  beneath-the-sur- 
face  strengths.  One  is  the  fact  that 
its  broadcasting  subsidiary  (NBC)  is 
enjoying  record  all-time  high  profits  i 
and  has  become  the  nation's  No.  1 
network  in  TV  time  sales.  Another  is 
the  company's  continuing  leadership 
in  the  home  entertainment  market, 
where  profits  should  reach  a  new  all- 
time  high  in  1969  despite  cuts  in 
T\'-tube  prices.  Although  low-margin 
defense  business  will  probably  decline 
slightly  in  1969,  this  large  dollar  vol- 
ume operation  would  probably  be ' 
helped  by  peace  in  \'ietnam.  I  believe  ■ 

1969  is  likely  to  better  1968's  esH- 
mated  $2.40-per-share  profit. 

As  for  the  over-all  environment,  I 
would  like  to  make  one  point  clear: 
While  I  continue  to  believe  that  the 
time  for  a  major  policy  decision  is  not 
yet  at  hand,  its  unrealistic  to  be 
blindly  optimistic.  This  year  is  open- 
ing with  some  major  tests  that  will 
have  to  be  met,  not  just  of  consumer 
buying  policies  but  of  industry's  abil- 
ity to  absorb  and  offset  the  higher 
effective  tax  rates  that  will  prevail 
this  year.  While  the  market's  internal 
health  is  good,  and  a  new  supply/ 
demand  equation  prevails,  the  fact 
remains  that  speculative  excesses  must 
be  corrected.  ■ 
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How  to  put  your 

finger  on  the 

psycho-fundamental 

and  technical  values 

of  over  1,000  stocks 


T!i  rough  the  imaginative  integration  of  all 
three  factors  motivating  stock  price  move- 
ments (fundamenta/,  psycho/og/ca/  and  (ech- 
nical)  we  feel  we  can  offer  you,  as  an  aggres- 
sive investor,  an  extraordinarily  practical 
approach  to  the  problems  of  stock  selection 
and  timing.  Creative  research  and  unique 
methods  have  made  us  one  of  the  invest- 
ment world's  leading  advisory  services. 

In  addition  to  our  well  known  work  in 
computerized  tape  reading,  we  "track" 
quarterly  earning  reports  for  more  than  1,000 
listed  stocks  —  to  let  you  know  what  stocks 
are  living  up  to  common  Wall  Street  fore- 
casts, and  which  ones  are  falling  behind 
expectations  (which  can  be  devastating). 
Even  the  best  earnings  report  can  mislead 
the  investor  who  over-anticipates,  or  who 
lacks  the  means  to  interpret,  its  effect  on 
the  market. 

We  show  our  psycho-fundamental  find- 
ings in  easy  to  understand  indexes  titled 
EARNING  POWER.  They  sum  up  for  you, 
in  alphabetical  ratings,  the  real  and  likely 
psychological  effects  of  unfolding  quarterly 
earnings  statements. 

We  also  have  computers  "tracking"  every 
single  transaction  that  takes  place  on  the 
New  York  and  American  Stock  Exchanges. 
As  many  as  50,  60  and  70  thousand  trades 
daily  are  reduced  to  simple  indexes  that  tell 


which  stocks  "big  money"  is  buying  into  (or 
selling  out  of).  We  call  these  indexes 
TICKER  POWER. 

And  we  give  advice.  For  example,  each 
week,  in  a  special  8-page  section,  we  com- 
ment specifically  on  every  stock  averaging 
at  least  B-f  (very  good)  in  both  EARN- 
ING POWER  and  TICKER  POWER  — 
letting  ypu  know  clearly  which  stocks  we 
regard  as  "buys,"  "holds"  or  "sells,"  and 
why.  Our  widely  respected  commentaries 
are  rich  in  zesty  wisdom,  long  on  practical 
know-how. 


Worden's 


Want  to  know  more  about  what  our 
uniquely  advanced  methods  of  comparative 
stock  analysis  can  do  for  you?  Here's  our 
offer:  Each  week  for  5  weeks,  you  will  re- 
ceive an  information  packed  32-page  report. 
You  will  also  receive  3  issues  of  our  twice- 
monthly  Chart  Folio  (over  600  charts  per 
issue).  Also  included  are  seven  "pro- 
grammed instruction  manuals."  The  cost 
for  the  entire  trial  package  (a  $30.00  value) 
is  only  $15.00 — fully  refundable  upon  return 
of  the  materials  we  send  you,  within  two 
weeks  or  so. 


WEEKLY  REPORTS 


WORDEN  BUILDING,  1915  FLORANAOA  ROAD,  FORT  LAUDERDALE,  FLORIDA  33308 

''NO  RISK"  TRIAL  OFFER 

I — I  For  the  enclosed  $15.00,  please  send  a  5-week  trial  subscription  to  "WORDEN'S  WEEKLY 
'— '  REPORTS."  I  understand  that  EARNING  POWER  ratings  and  daily  TICK  VOLUME  readings 

for  over  1,000  listed  stocks  are  included  with  every  Report. 

(All  materials  may  be  returned  within  approximately  two  weeks  for  a  lull  refund.) 


NAME 


ADDRESS 
CITY 


STATE  . 


.ZIP. 


Fl 


THIS  SUBSCRIPTION  MAY  NOT  BE  ASSIGNED  WITHOUT  CONSENT  OF  THE  SUBSCRIBER. 
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OBJECTIVE 

possible  growth  for 
your  investment. 


^J^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION,  PLEASE  SEND  FREE 

PROSPECTUS/LITERATURE  TO: 

NAME 


ADDRESS. 


F-l 


THE 


METHOD  IS  NOW  ON 
ELECTRONIC  COMPUTER 


COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
you;  Full  Name  of  Stock  •  Reference  Point  (Last 
Entry  On  Chart)  •  Recordable  Pri:e  Changes 
(Dally  Price  Changes)  •  Buy  or  Sell  Signols 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength   Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal 
point  and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs,  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points— buy  and  sell  signals.  See  what  the 
P&F  charts  say   about  your  stocks. 

Chartcraft  is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
maiket  information  for  over  21  years. 

4    WEEK   TRIAL    AND    CHARTCRAFT 
METHOD       BOOK      ONLY       $12.50 

When  you  take  a  4-week  $12.50  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  a.s  a  bonus  by  First  Class  Mail,  the  128- 
page  best  selling  Chartcraft  Method  book. 
This  book  regularly  sells  for  $3.95.  Just  send 
your  check  today— $12.50  for  a  4-week  Trial— 
to  CHARTCRAFT.  INC,  Dept.  F-167,  1  West 
Ave..  Larchrnont,   N.Y.   10538. 

N.Y.   City  add  5%  Tax,   N.Y.   State  2%. 


...  a  high/y 
persona/  thing 

Because  intelligent  long-term  investing  is  a 
highly  personal  thing,  you  are  cordially  in- 
vited to  participate  in  a  new  dimension  in 
planned  investment  management.  The  skilled 
security  analysts  of  Forbes  Investors  Advisory 
Institute  are  proud  to  announce  "FORBES 
PERSONAL  PORTFOLIO  MANAGEMENT  PRO- 
GRAM." It  gives  you  four  carefully  tailored 
portfolios;  1)  Stocks  For  Long-Term  Capital 
Appreciation;  2)  Stocks  For  Intelligent  Specu- 
lation; 3)  Stocks  For  A  Second  Income  and 
4)  Stocks  For  Capital  Gain  And  Income. 
FPPMP  is  available  now  as  either  a  Manual 
listing  the  stocks  and  facts  and  figures  about 
each  of  them,  or  as  a  complete,  carefully 
supervised  Program  with  continuous  profes- 
sional guidance  on  the  four  Portfolios. 

FREE  EXAMINATION 

The  Manual  itselt  is  available  in  a  handsome  loose- 
leaf  binder  containing  facts  and  figures  on  all 
stocks  in  the  four  portfolios  at  $15.  For  the 
complete  Program  wtiich  runs  for  one  full  year  and 
includes  periodic  reports  on  all  stocks  in  each 
portlolio:  immediate  "Sell"  advice:  reinvestment 
advice  when  our  Investment  Committee  believes  a 
change  should  be  made  and  consultationbymail 
privileges  on  all  Portfolio  Stocks,  add  $1^5.  For 
your  free  examination  copy  of  "FORBES  PERSONAL 
PORTFOLIO  MANAGEIl/IEr^T  PROGRAM"  write,  Forbes 
Investors  Advisory  Institute  Inc.,  Box  P-2121. 
60   5th   Ave.,    New   York,    N.Y.    10011. 


{Continued  jioni  page  220) 
company  in  the  world:    as  only  one 
example,  its  discovery  of  the  transis- 
tor set  off  the  electronics  revolution. 
But  fiscally  it  is  old-fashioned. 

By  long-enshrined  tradition  AT&T 
has  kept  its  debt  ratio  very  low,  about 
35%  at  last  year's  end.  This  it  justifies 
on  the  questionable  theory  that  the 
need  for  its  communications  service 
is  inherently  less  certain  than  the  need 
for,  say,  electricity.  The  practical 
result  is  that,  while  AT&T's  7.2% 
return  on  total  capital  was  the  sixth 
highest  in  the  utility  group  and  prac- 
tically the  same  as  that  of  General 
Telephone,  its  return  on  equity  was 
nearly  a  third  below  GT&E's.  But 
that  situation  does  show  signs  of 
changing.  Partly  under  pressure  of 
some  unfavorable  regulatory  decisions, 
AT&T  Chaimian  Haakon  I.  Romnes 
is  now  gradually  raising  Ma  Bell's 
debt  ratio  up  to  the  low  40%  range. 

The   Electric  Merry-Go-Round 

However,  the  correction  of  AT&T's 
problem  is  at  least  within  its  own 
power,  and  at  least  part  of  the  natural 
gas  industry  seems  to  have  found  the 
means,  through  leverage  or  diversifi- 
cation, to  make  a  respectable  earn- 
ings showing.  But  the  problems  of  the 
electric  companies  seem  less  respon- 
sive to  the  available  therapies  at  hand. 

For  example,  there  will  be  ever 
greater  need  in  the  future  to  combine 
many  of  the  U.S.  electric  power  com- 
panies into  perhaps  as  few  as  a  dozen 
vast  systems.  The  economies  of  scale 
provide  the  pressure.  When  the  Fed- 
eral Public  Utility  Act  was  passed 
back  in  1935,  a  150,000-kiIowatt  gen- 
erator and  a  138,000-volt  transmission 
line  were  the  giants  of  theii-  kind.  Now 
the  big  ones  are  over  1-million  kw 
and  765,000  volts. 

Small  companies  siinply  cannot 
reap  these  economies  of  scale.  Yet 
despite  recent  or  anticipated  consoli- 
dations in  New  England  (Northeast 
Utilities),  Ohio  and  elsewhere,  the 
resistances  are  also  great.  Utility  ex- 
ecutives, charges  one  cynical  ob- 
server, "are  worried  about  how 
executive  positions  will  be  redistrib- 
uted after  the  consolidations.  They're 
worried  about  what's  going  to  happen 
to  the  Cadillac  and  the  chauffeur." 

Even  were  this  not  true,  the  state- 
by-state  pattern  of  regulation  breeds 
an  attitude  of  conservatism,  both 
among  the  regulators  and  those  being 
regulated,  that  hardly  welcomes  the 
creation  of  vast  new  electric  power 
systems  anymore  than  it  encourages 
experimental  diversification  or  higher 
debt  ratios.  Yet  most  of  these  must 
surely  come.  The  electric  power  in- 
dustry's near-term  future  depends  on 
how  gracefully  it  accepts  that  fact.  ■ 
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THE  FUNDS 


"Don't  Call  It  a  Fund!" 

Banks  will  take  your  savings,  but 
they  won't  manage  your  investment 
portfolio  unless  \ou  have  a  few  hun- 
dred thousand  dollars.  The  reason  is 
that  they  charge  only  a  fraction  of 
a  percent  of  your  assets  as  a  man 
agement  fee,  and  it  just  wouldn't  pay 
to  assign  a  man  to  run  an  investment 
trust  of  a  few  thousand  dollars. 

That's  changing,  however.  Banks 
still  can't  make  money  from  managing 
small  portfolios.  But  they  foresee  the 
day  when  computers  will  allow  them 
to  do  for  the  masses  what  is  now 
done  just  for  the  rich;  that  is,  the 
banks  could  run  a  person's  entire 
financial  life,  investing  his  money, 
paying  his  bills,  making  out  his  in- 
come tax,  and  so  on. 

In  this  era  of  inflation,  ecjuity  in- 
vestments are  a  must,  and  the  diver- 
sity of  a  mutual  fund  is  a  natural 
for  the  small  investor.  However,  the 
courts  have  decided  so  far  that  banks 
cannot  operate  mutual  funds.  The 
First  National  City  Bank  has  been 
fighting  for  two  years  to  operate  a 
"commingled "  fund  for  its  clients.  The 
differences  between  such  a  com- 
mingled fund  and  a  mutual  luiid  are 
only  technical.  But  even  though  the 
fund  has  been  approved  by  the  Se- 
curities &  Exchange  Commission  and 
the  Federal  Reserve  Board,  it  has 
been  challenged  in  court  by  the  Na- 
tional Association  of  Securities  Deal- 
ers and  the  Investment  Company  In- 
stitute, both  of  which  favor  inde- 
pendent mutual  funds.  Final  argu- 
ments were  heard  in  the  U.S.  Court 
of  Appeals  last  month,  and  a  decision 
is  expected  soon.  It  the  decision  is 
favorable  to  the  bank,  many  other 
banks,  including  the  giant  Ikuik  oi 
America,  plan  to  bring  out   luiids. 

Meanwhile,  one  bank  avoided  this 
legal  problem  by  taking  an  entirely 
diHerent  approach.  Marine  Midland, 
a  New  York  bank  of  just  under  $2 
billion  assets,  began  a  new  service  in 
1963  called  "equity  management  ac- 
counts." "But  don't  call  it  a  fund!" 
sa>s  Eugene  C:hrisler,  a  \ice  president 
in  Marine  Midland's  trust  department. 
"It's  not  a  fund."  The  reason  is  that 
the  securities  are  not  commingled — 
put  in  the  same  pot — but  are  instead 
handled  individually  in  individual  ac- 
counts. Whereas  a  mutual  fund  inves- 
tor owns  shares  of  the  fund  itself,  a 
Marine  Midland  customer  owns  just 
his  own  securities. 

At  the  same  time,  the  Marine  Mid- 
land customer  gets  professional  man- 
agement at  a  very  low  cost.  This  is 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  D 


No  □ 


By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  D 


No  D 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
.than  you  are,  "going  it  alone." 


Yes  D 


No  D 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  D 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  D 


No  D 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  D 


No  D 


As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  D 


No  D 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  D 


No  D 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  Dept.  mmoi 

Investment  Management  Div. 
Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name __^_^ 


(please  print) 


Address- 


City- 


-State- 


.Zip- 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUMD,m. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund, 

One  Charles  Center,  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 0-year  "performance  record,"and  how 
it  may  help  you  now,  simply  write  Dept.o-si. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management   •    Incorporated  1936 


because  Chrisler,  when  he  buys  a 
stock,  buys  it  for  everyone's  account. 
The  securities  are  kept  in  the  name  of 
the  bank's  broker,  but  the  transactions 
are  recorded  for  each  individual  ac-. 
count.  This  keeps  the  securities  from 
being  commingled  and  also  presents 
a  possible  tax  advantage.  "When  a 
person  buys  a  mutual  fund,"  says 
Chrisler,  "he  is  buying  into  built-in 
capital  gains.  That  is,  the  fund  has 
unrealized  capital  gains  in  its  port- 
folio. If  the  fund  sells  any  of  those 
stocks  and  makes  a  capital-gains  dis- 
tribution, the  new  investor  is  taxed 
just  as  if  he  owned  those  shares  from 
the  day  the  fund  bought  them.  But 
in  our  equity  management  accounts, 
the  tax  basis  is  established  each  time 
a  customer  purchases  a  security." 

When  Marine  Midland  says  it  is 
catering  to  the  small  investor,  it  really 
means  small.  The  minimum  initial 
investment  is  just  $7,200,  and  further 
amounts  can  be  in  multiples  of  only 
$2,400.  Marine  Midland's  move 
was  followed  in  1965  by  First  Na- 
tional City,  which  set  up  a  "special 
investment  advisory  service"  with  an 
investment  minimum  of  $25,000  and 
a  choice  of  growth-  or  income-oriented 
management. 

Like  most  bank  money  managers, 
neither  Chrisler  nor  Charles  Good- 
fellow,  vice  president  in  charge  of 
the  Citibank  service,  will  reveal  mar- 
ket performance.  But  both  insist  that 
their  funds  have  substantially  out- 
performed the  Dow-Jones  industrial 
average.  Ordinarily  that  wouldn't  be 
too  impressive,  but  last  year  many  of 
the  performance  funds  for  the  first 
time  performed  worse  than  the  DJI. 

Even  so,  the  good  performance  has 
brought  no  rush  of  investors.  Marine 
Midland  so  far  has  only  about  550 
equity  management  accounts,  and 
they  total  only  about  $7.5  million  in 
market  value.  That  means  that  at  the 
0.5%  management  fee  ($80  mini- 
mum) the  bank  is  collecting  only 
about  $50,000 — by  mutual  fund 
standards  hardly  enough  to  pay  for 
stamps.  Citibank  has  about  600  spe- 
cial investment  accounts,  about  $18 
million  in  market  value. 

Nevertheless  both  banks  have  de- 
cided that  the  business  is  worth  going 
after  in  an  aggressive  way.  Citibank 
began  a  major  advertising  program 
in  national  magazines  last  spring,  and 
Marine  Midland  started  a  more  mod- 
est campaign  in  the  fall.  Already  one 
other  major  bank,  Continental  Illinois 
of  Chicago,  has  set  up  a  similar  pro- 
gram. It's  a  good  bet  that  before 
1969  is  out,  other  big  banks  will  fol- 
low. No  matter  how  small  the  profits 
may  be  today,  the  fund  concept  is 
one  that  the  banks  feel  certain  will  be 
part  of  their  future.  ■ 
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CONSOLIDATED 

NATURAL  GAS 

COMPANY 

'  30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 

Notice  of 
Increased  Dividend 

The  board  of  directors  has 
this  day  declared  Dividend  No. 
84,  a  regular  quarterly  dividend 
of  Forty-Four  Cents  (44(')  per 
share  on  the  capital  stock  of  the 
Company,  payable  February  15, 
1969,  to  stockholders  of  record 
at  the  close  of  business  January 
IS,  1969. 

This  quarterly  dividend  rep- 
resents an  increase  of  1V2<^  per 
share  over  the  previ6us  rate  of 

42y2(f. 

John  Davidson,  Secretary 

December  11,  1968 


siinniiiiMmiiiiiiiiinpimiiiuiiiiniiiDiiiiMDiiniiniiiion 

CANADIAN  PACIFIC 
RAILWAY  COMPANY 

DIVIDEND  NOTICE 

At  a  meeting  of  the  Board  of  Directors 
held  today,  a  final  dividend  of  One 
Dollar  and  Fifty  Cents  per  share  on  the 
Ordinary  Capital  Stock  was  declared 
in  respect  of  the  year  1968,  of  which 
Seventy-Five  Cents  per  share  is  the 
proceeds  of  a  dividend  from  Canadian 
Pacific  Investments  Limited,  payable 
in  Canadian  funds  on  February  1,  1969, 
to  Shareholders  of  record  as  at  the 
close  of  business  on  December  23, 1968. 

By  order  of  the  Board. 

T.  F.TURNER, 
Secretary. 

Montreal,  December  9th,   1968. 


PACESETTERS 

Adults  employed  as  Profess- 
ional or  Managerial 


Forbes 

Fortune 
Business  Week 


55.8% 

47.6% 
40.4% 


Forbes  has  the  highest  con- 
centration of  Professional  or 
Managerials  found  in  the 
1968  Simmons  study  of  the 
audiences  of  57  publications. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


LVALUE 
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READERS  SAY 


I  Coiitiniicd  from  page  22) 

Pardon    Our   "Probably" 

Sm:  [You  state  in  your  article  on 
Nabisco  (Forbes,  Nov.  15,  1968)  that] 
Nabisco  "enjoys  a  return  on  equity  of 
nearly  20Z,  probably  higher  than  that 
of  its  cookie  competitors."  Now  I  ask 
you,  is  "probably"  demonstrating  pro- 
fessional research? 

— El'cene  \V.  Davis 
Dallas,  Texas 

The  statement  is  true.  We  should  have 
said  "definitely,"   not  "prohahly" — En 

Thank  You 

Sib:  I  was  most  pleased  to  receive  the 
Nov.  15  issue  of  Fobbes  in  which  ap- 
peared the  article  "Saludo  Mexico"  (Fact 
<L-  Comment,  ;».  26).  that  you  wrote  on 
the  occasion  of  the  19th  Olympic  Games. 
I  am  highly  appreciative  of  the  gracious 
thoughts  you  expressed  towards  the  peo- 
ple of  my  country,  to  whom  basically, 
the  succ"ess  of  this  event  is  owed. 

— Gustavo  Diaz  Okdaz 
President  of  Mexico 
Mexico  Gity,  Mexico 

SiK:   We  thank  you  for  your  kind  re- 
marks.  .    .   .   We    Mexicans   feel   satisfied 
that    everything    was    done    to    oder    tlie 
athletes  of  the  other  participant  countries 
of  the  world  our  traditional  hospitalit) . 
— Hugo  B.  Mahgain 
Ambassador, 
Embassy  of  Mexico 
Washington,  D.C. 

Credit  Where  It  Is  Due 

Sir:  Although  almost  everybody  would 
conclude  that  any  company  without  an 
R&D  staff  would  be  out  of  business  in 
50  years,  nobody  wants  to  give  R&D  the 
hard  cash  credits  for  keeping  the  com- 
pany in  business  (  Fohbes,  Nov.  15, 
I96H).  Ghicf  executives,  R&D  heads  and 
certainly  market  analysts  are  unanimous 
in  preferring  R&D  "spectaculars"  even  if 
the  great  majority  of  them  ultimately  fail. 
— Seymour  C.  Schuman 
Princeton,  N.J. 

Who    Was  First? 

Sir:  I  thoroughly  enjoyed  your  article 
on  Philip  A.  Fisher  (Forbes,  Nov.  15, 
1968,  p.  106).  However,  he  did  not 
invent  the  new  profession  of  investment 
counseling  in  1930.  There  were  many 
pure  investment-counseling  firms  formed 
in  the  1920s,  that  still  exist  today. 
— James  R.  Nelsen 
Milwaukee,  Wis. 

Forbes'  wording  teas  imprecise.  Mr. 
Fisher  made  no  such  claim,  only  saying 
that  he  had  thought  up  the  business  on 
his  own  without  reference  to  what  others 
were  doing — Ed. 


Should  you  move  from  stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 


(no  broker  fee) 


are  moving 

far 

in 

front  of  all  other 

mutual  funds? 

-AMERICAN  INVESTORS 

-JOHNSTON  FUND 

-NEW  HORIZONS 

-OREXEL  EQUITY 

-LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

-ENERGY  FUND 

-MATES  FUND 

-PENNSYLVANIA 

-GIBRALTAR  FUND 

-MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

-NEUWIRTH  FUND 

-STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


Reg.  $11.  -SPECIAL  5-PART  OFFER 

30  HI-PERFORMANCE  FUNDS 
including  12  NO-LOADS  -  yours  just  ^ 


® 


SI'KCI  \l,  A(;m  l'>6«)  WMAF,  HKI'OK  I 

Our  heavily  expanded  1969  annual  report  lists  30  Aggressive  Growth  Funds  that 
are  strongly  out-performing  the  market,  ranks  them  concisely  for  your  selection. 
An  invaluable  guide  to  profit-minded  mutual  fund  investment  for  the  year  ahead. 

Reg.  price  $4. 
(;rii)K  TO  a(;f  invk.stix; 

This  10  page  booklet  describes  aggressive  growth  funds  and  shoves  how  AGFR  pro- 
vides comprehensive  coverage  of  all  important  facts  you  need  Reg.  price  $1. 

{.  msiC  KKFKHKNCF.  DATA 

Complete  information  on  all  AGFR  FUNDS  including  addresses,  funds  starting  date, 
load  (or  sales  charges)  or  no-load  (no-sales-charge)  funds.  Reg.  price  $1. 

i.  SI'KCIAI,  KKPOKT  ()\  NO-I.OAD  FlIINUS 

These  NO-LOAD  FUNDS  charge  you  no  commission  on  your  purchase  or  sales.  AGFR's 
Special  Survey  covers  12  NO-LOAD  FUNDS  of  which  three  are  far  outpacing  the 
market.  Reg.  price  $2. 

r>.  NEXT  MONTH'.S  AGFK  KEPOKT 

30  high-performance  LOAD  and  NO-LOAD  funds  are  continuously  rated  .  You  receive 
concise,  unbiased  information  on  important  actions  within  these  dynamic 
new-breed  mutual  funds.  Reg.  price  $3 


2. 


Regularly  $11.  This  5-part  survey 
yours  for  a  limited  time — just  $5. 


AGFR  REPORT  IS  A  COMPLETELY 
UNBIASED  MONTHLY  NEWS- 
LETTER keeping  you  obreast  of 
important  changes  in  up  to  30 
fast  growing  funds.  It's  your  to- 
gether with  all  other  reports  de- 
scribed obove —  a  regular  $11. 
value  for  just  $5. 

Send  $5  today  for 

all  5  AGFR  items. 


Chos.  H.  Thomas  Co.,  Depl.  F-1-9 
P.O.  Box  667,  Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $5.  for  all  five  items  listed  above. 

Name 


Address, 

City 

State 


.Zip_ 
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Yours  For  The  Asking 

ADDITIONAL  INFORMATION 
FROM  FORBES  ADVERTISERS 


A  number  of  the  companies  whose  advertise- 
ments appear  in  this  21st  Annual  Report  on 
American  Industry  have  expressed  their  willing- 
ness to  make  additional  information  available 
to  FORBES  readers  wishing  it.  In  this  advertis- 
er index  we  have  designated  with  a  square  D 
those  companies  offering  this  extra  service 
to  you. 

In  order  to  facilitate  your  sending  for  the  infor- 
mation offered,  and  as  a  service  to  our  adver- 
tisers, FORBES  has  included  a  mailing  coupon 
below.  Simply  check  D  those  companies  from 
whom  you  wish  to  receive  the  information  offer- 
ed, and  mail  the  advertiser  index  along  with 
the  coupon  to  FORBES.  We,  in  turn,  will  for- 
ward your  request  to  our  advertiser.  Please 
allow  a  reasonable  period  of  time  for  the  honor- 
ing of  your  request. 


Richard  M.  King 
Director  of  Advertising 


r" 


Mr.  Richard  M.  King,  Director  of  Advertising 
FORBES,  60  Fifth  Avenue,  New  York,  N.  Y.  10011 

Dear  Sir: 

Please  request  each  company  whose  name  I  have  checked  on  the 
enclosed  list  to  send  me  the  material  offered  in  their  FORBES 
advertisement. 


NAME. 
TITLE. 


COMPANY. 
ADDRESS- 
CITY 


.STATE. 


.ZIP. 
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THOUGHTS . 


ON  THE 
BUSINESS  OF  LIFE 


Only  what  we  have  wrought  into 
our  character  during  hfe  can  we  take 
way  with  us. 

— Alexander  Hx^iboldt. 


Life  is  a  little  like  disease,  with  its 
crises  and  periods  of  quiescence,  its 
daily  improvements  and  setbacks.  But 
unlike  other  diseases  life  is  always 
mortal.  — Italo  Svevo. 


Tlje  most  we  can  get  out  of  life  is 
its  discipline  for  ourselves,  and  its 
usefulness  for  others. 

— Tbyon  Edwards. 


The  individual  who  knows  the  score 
about  life  sees  difficulties  as  opportuni- 
ties.        — Norman  Vincent  Peale. 


All  grand  thoughts  come  from  the 
heart.  — Luc  de  Vauvenargues. 


Industry,  economy,  honesty  and 
kindness  form  a  quartet  of  virtue  that 
will  never  be  improved  upon. 

— James  Oliver. 


Life  is  the  faculty  of  spontaneous 
activity,  the  awareness  that  we  have 
powers.  — Immanxjel  Kant. 


The  character  we  exhibit  in  the 
latter  half  of  our  life  need  not  neces- 
sarily be,  though  it  often  is,  our 
original  character,  developed  further, 
dried  up,  exaggerated,  or  diminished. 
It  can  be  its  exact  opposite,  like  a 
suit  worn  inside  out. 

— Marcel  Proust. 


I  know  not  whether  increasing 
years  do  not  cause  us  to  esteem  fewer 
people  and  to  bear  with  more. 

— William  Shenstone. 


There  is  a  certain  majesty  in  sim- 
plicity which  is  far  above  all  the 
quaintness  of  wit. — Alexander  Pope. 


Humility  is  often  only  a  feigned 
submission,  of  which  we  make  use 
to  render  others  submissive.  It  is  an 
artifice  of  pride  which  abases  in  order 
to  exalt  itself. — La  Rochefoucauld. 


The  highest  of  characters  is  his  who 
is  as  ready  to  pardon  the  moral  errors 
of  mankind  as  if  he  were  every  day 
guilty  of  them  himself;  and  as  cautious 
of  committing  a  fault  as  if  he  never 
forgave  one.    — Pliny  the  Younger. 


The  great  business  of  life  is  to  be, 
to  do,  and  to  do  without,  and  to  de- 
part. — John  Morley. 


B.  C.  FORBES 
I  RESOLVE 

To  strive  to  contribute  some- 
thing to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
worthy  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  view- 
points other  than  my  own. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  my- 
self that  I  shall  become  as  a 
child,  as  one  of  those  of  whom 
the  Master  declared:  "For  of 
such  is  the  kingdom  of  heaven." 


We  have  committed  the  Golden 
Rule  to  memory.  Let  us  now  commit 
it  to  life.  — Edwtn  Markham. 


It  is  a  funny  thing  about  life;  if 
you  refuse  to  accept  anything  but 
the  best  you  very  often  get  it. 

— Somerset  Maugham. 


Who  does  the  best  his  circumstance 
allows,  does  well,  acts  nobly;  angels 
could  do  no  more. — Edward  Young. 


A  good  intention  clothes  itself  with 
power.      — Ralph  Waldo  Emerson. 


Why  should  we  live  with  such 
hurry  and  waste  of  life?  We  are  de- 
termined to  be  starved  before  we  are 
hungry.  Men  say  that  a  stitch  in  time 
saves  nine,  and  so  they  take  a  thou- 
sand stitches  today  to  save  nine  to- 
morrow.    — Henry  Da\td  Thoreau. 


To  a  longer  and  worse  life,  a 
shorter  and  better  is  by  all  means  to 
be  preferred.  — Epictetus. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  Mrs.  Bernard  Rob- 
inson, Buckfield,  Me.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Let  us  search  and  try  our  ways,  and 
turn  again  to  the  Lord. 

— Lamentations  3:40 
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Alcoa  Seaprobe 
plans  to  light  up 
a  dark  world. 

Yours. 


Most  of  your  world  is  unknown 
ocean  bottom.  But  in  1970  the 
all-aluminum  ALCOA  SEAPROBE 
—world's  largest  and  most 
advanced  deep-ocean  search  and 
recovery  vessel— will  be  exploring 
the  secrets  of  Earth's  last  frontier. 
To  uncover  the  riches  hidden  miles 
beneath  dark  seas,  her  equipment 
will  search,  core,  drill,  sample 
and  recover  200-ton  loads. 
Alcoa  has  joined  forces  with  Ocean 
Science  and  Engineering,  Inc. 


to  build  this  244-ft  oceanographic 
exploration  vessel.  The  entire 
hull  and  superstructure  will  be 
made  of  Alcoa-developed 
marine  aluminum  alloys. 
Fifty-two  thousand  Alcoans  on  sevei 
continents  like  to  do  the  unlikely. 
In  oceanography.  Packaging. 
Transportation.  Aerospace. 
And  a  dozen  other  fields.  Try  us. 
Chances  are  we'll  comeback 
with  a  new  approach;     f^ 
a  change  for  the  better.  1^=^. 


Change  for  the  better  with 
Alcoa"  Aluminum 


ring  in  the  new 

Start  off  the  new  year  right. 
By  Long  Distance. 

Give  your  customers  a  ring, 
and  thank  them  for 
last  year's  business. 


/mNrWHERE  ANyBhING 

1  ^L  anyBime    ^B^ 


NETWORK^,,^ 


Ask  the 

heads  of  500,000 

businesses 

about  y^tna. 


They  make  the  decisions. 

And  the  heads  of  half  a  milUon  businesses  have  decided 
on  ^tna  for  their  Hfe,  casualty,  property  or  group 
insurance. 

For  example,  more  businesses  are  group  insured  with 
./Etna  than  with  any  other  company.  And  1  out  of  every 
6  workers. 

You  might  say,  a  businesslike  approach  has  made  us  one 
of  the  largest  insurance  companies  in  the  world.  And  this 
kind  of  thinking  by  our  agents  and  brokers  can  work  best 
for  all  your  insurance— business  and  personal. 


LI  FE&  CASUALTY 


OUR  CONCERN  IS  PEOPLE 
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Rapid-American 

The  company  and  the  concept 
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The  shopper's  apprentice 


A  sales-building  display 


A  VARIETY  STORE  IN  ACTION 
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Sugar  and  spice 


This  is  IMcCRORY  McLELLAN-GREEN 


MMG . . .  one  of  America's  largest 
variety  store  chains,  one  of  the 
oldest  in  time  of  operation  and 
one  of  the  youngest  in  method  of 
operation. 

McCrory-McLellan-Green  is  in 
the  vanguard  in  applying  scien- 


tific management  concepts  to 
retailing  and  in  developing  mer- 
chandising control  to  the  highest 
degree  of  efficiency.  The  result  is 
a  chain  of  580  stores  (with  more 
on  the  way)  operating  under  a 
strong,   flexible   management 


striving  to  meet  the  individual 
requirements  of  every  one  of  its 
customers.  McCrory-McLellan- 
Green  executive  offices:  York, 
Pennsylvania  11740. 

Rapid- American  Executive  offices : 
711  Fifth  Ave.,  New  York  10022. 
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Side  Lines 


Stevenson 


"It's  a  Job  That  Needs  Doing" 

Down  in  Colombia  and  Peru,  there  are  now  about  30  Americans  with 
graduate  degrees  of  Master  of  Business  Administration  working  in 
the  Peace  Corps,  teaching  modern  business  methods  to  small  business- 
men. One  of  our  writers,  Tom  Stevenson,  visited  them  recently.  He 
reports  that  the  MBAs  are  getting  a  great  lesson  in  humihty.  They 
have  discovered  that  what  may  work  in  the  U.S.  doesn't  necessarily 
work  in  the  Andes  and  that  in  Latin  America,  it's  sometimes  best  to 
forget  what  your  professors  told  you  at  Harvard  or  Northwestern. 

Among  other  things,  you  might  as  well  forget 
that  you  have  an  MBA.  In  the  U.S.  it's  a  passport 
to  a  job  paying  $12,000  or  more,  a  year.  In  Co- 
lombia and  Peru,  few  have  heard  of  the  degree; 
many  businessmen  won't  have  an  MBA  around 
even  though  Uncle  Sam  is  paying  his  salary. 

Forget  what  you  learned  about  finance:  There's 
abnost  no  way  to  raise  money  publicly  in  Colom- 
bia and  Peru. 

Forget  what  you  learned  about  systems  anal- 
ysis: There  are  virtually  no  computers  in  Colom- 
bia and  Peru. 

Forget  about  "the  decision  tree":  Latins  won't 
know  what  you're  talking  about.  You'll  do  much 
better  relying  on  persuasion. 

In  addition  to  humility,  the  business-school  graduates  are  also  learn- 
ing patience.  Says  one:  "In  the  U.S.  we  complain  about  the  rat  race. 
Here  it's  a  turtle  race. " 

The  MBAs  are  pretty  bright,  so  some  are  managing  to  overcome 
these  problems.  And,  while  they've  had  failures,  they've  had  successes, 
too.  In  one  village,  Louis  Skriba,  with  a  masters  from  North westem, 
found  the  natives  packing  Brazil  nuts  in  paper  bags  and  shipping 
them  by  truck  to  a  town  on  the  Pacific  coast,  where  they  would  be  re- 
packaged for  shipment  to  the  U.S.  About  18%  of  the  nuts  arrived 
on  the  coast  damaged,  because  people  would  hitch  rides  on  the 
trucks  and  stand  on  the  bags.  Skriba,  who  also  holds  an  engineering 
degree  from  Notre  Dame,  developed  a  prototype  machine  with 
his  own  and  Peace  Corps  money  to  package  the  nuts  in  plastic 
bags  that  would  protect  them  and  make  repackaging  unnecessary. 

Variable  Cosfs? 

In  another  village,  Fred  Poses,  who  has  a  masters  from  New  York 
University,  found  a  milk  cooperative  that  was  producing  more 
milk  than  it  could  sell  in  its  own  village.  Fortunately,  it  was  able  to 
sell  the  balance  in  a  neighboring  village.  Yet  the  cooperative  was  los- 
ing money.  Poses  looked  at  the  situation.  The  surplus  milk  was  bring- 
ing a  higher  price  than  the  locally  distributed  milk.  Why,  asked 
Poses,  hadn't  the  cooperative  tried  selling  more  of  its  milk  at  the 
higher  price  in  the  neighboring  village?  Because  it  had  to  be  trucked 
and  that  cost  more  money,  came  the  reply.  "They  had  no  idea  at  all  of 
fixed  t;s.  variable  costs,"  says  Poses,  who  calculated  that  the  increased 
price  more  than  compensated  for  trucking  costs.  But  to  prove  his 
point  he  nearly  had  to  truck  the  milk  himself. 

This,  of  course,  wasn't  exactly  the  way  the  MBAs  were  trained 
to  get  things  done.  Forbes'  Tom  Stevenson,  who  has  a  masters  degree 
in  economics,  several  years*  experience  in  business  and  two  years 
at  Forbes  under  his  belt,  thinks  this  is  precisely  what  makes  all 
the  efforts  worthwhile.  "They  weren't  sent  there,"  he  says,  "to 
get  on-the-job  training  to  help  them  in  their  careers.  Their  goal  is  to 
help  get  an  entrepreneurial  class  established."  He  salutes  the  some- 
times frustrating  work  of  these  young  people:  "It  takes  a  good  man 
to  put  up  with  this  kind  of  thing,  but  it's  a  job  that  needs  doing."  ■ 


The  Hatteras-41  Twin  Cabin  has 
more  usable  space  than  popular 
45  foot  wood  boats.  Write  for 
the  name  of  nearest  dealer.  For 
portfoUo  of  color  literature,  en- 
close SI. 00.  Send  to  2361  Kivett 
Drive,  High  Point,  N.  C.  27261 
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RUN  or 
JOG! 


Run  for 
your  life  I 

IT'S  EASY  ON  A 

HEALTH  WALKER® 

Here's  a  better 
"slant"  on  exercise: 
the  Incline  in  the 
Health  Walker 
multiplies  your 
effort  four  times! 
You  compress  an 
hour's  exercise  into 
15  minutes! 

If  you  value  your  heart  and  health  . .  . 

if  you  want  to  look  better,  feel  better 

and  sleep  better ...  try  a  Health  Walker. 

Write  for  full  details,  including  10-day 

free  trial  and  monthly  payment  plan. 

BATTLE  CREEK 

EQUIPMENT  COMPANY 
BATTLE  CREEK,  MICHIGAN 


BATTLE  CREEK  Equipment  Coinpanv 

Dept.    138    307  West  Jackson 
Battle  Creek.  Mich.  49016 

Please  rush  information  on  HEALTH  WALKER. 
Name— 


Address, 
city 


-State- 


-Zip. 
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&  Tangents 


BUSINESS 


One  down,  Four  to  Go 

The  long-heralded  four-day  work 
week  is  at  last  beginning  to  show 
up  in  real  life.  Beginning  this  year, 
the  Reader's  Digest  is  giving  most 
of  its  employees  Friday  o£F  every 
week  in  May.  And  at  the  Bank  of 
New  York  some  clerical  employees 
are  working  35  hours  in  four  days 
rather  than  five.  The  reaction  has 
been  "very  enthusiastic,"  says  one 
bank  official. 

The  Magic  Number 

For  makers  of  residential  build- 
ing products,  business  is  usually 
either  very  good  or  very  bad,  de- 
pending on  the  number  of  housing 
starts.  When  housing  starts  are 
down,  there  is  sharp  price-cutting. 
When  housing  starts  are  up,  prices 
are  firm.  What's  the  dividing  line? 
According  to  Johns-Manville,  at 
present  industry  capacity  levels  the 
magic  number  seems  to  be  1.5-mil- 
lion  housing  starts  a  year.  A  small 
difference  either  way  makes  a  big 
difl^erence  in  profits. 

Wholesale  Hazards 

Most  banks  have  long  ago 
plunged  into  retail  banking — that 
is,  banking  for  the  millions.  But 
one  prominent  holdout  has  been 
New  York's  Morgan  Guaranty  Trust 
Co.,  which  has  stuck  primarily  to 
"wholesale"  banking — lending  to 
big  companies.  Morgan's  fourth- 
quarter  earnings  show  that  this  can 
be  costly.  While  most  banks  were 
reporting  earnings  advances  of  5% 
to  10%,  Morgan's  fourth-quarter 
earnings  were  up  a  skimpy  2.5%. 
The  reason:  Morgan,  like  most 
banks,  lowered  its  prime  lending 
rate  to  big  corporations  last  fall. 
But  interest  costs  shot  up.  Banks 
with  retail  operations  simply  in- 
creased their  lending  rates  to  in- 
dividuals, cushioning  the  pressure 
on  their  wholesale  margins.  But 
lacking  retail  business,  Morgan's  in- 
terest costs  jumped  over  50%  from 
$33  million  to  $52  million,  while 
interest  income  rose  only  25%.  In 
addition,  Morgan's  huge  bond  trad- 
ing operations  suffered  fourth-quar- 
ter losses. 

Homebodies 

E\  eryone  expected  some  attrition 
when    the    Pennsvlvania    Railroad 


and  the  New  York  Central  merged. 
But  no  one  anticipated  that  3,300 
employees  would  quit.  The  raft  of 
departures  boosted  Penn  Central's 
1968  severance  expenses  from  a 
budgeted  $2  million  to  over  $29 
milhon,  cutting  earnings  per  share 
by.  about  75  cents.  "Some  people 
just  don't  want  to  relocate,"  ex- 
plains Chairman  Stuart  Saunders. 

Spend  or  Be  Grounded 

The  nation's  airlines  aren't 
spending  billions  of  dollars  on 
jumbo  jets  just  to  keep  up  with 
the  Joneses.  It's  a  matter  of  nec- 
essity: The  gains  in  operating  ef- 
ficiency of  today's  jets  have,  pre- 
dictably, about  reached  their  limit. 
"When  we  hit  the  seventh  or  eighth 
year  of  use,  the  economies  of  any 
plane  start  to  be  offset  by  infla- 
tion," says  Donald  J.  Lloyd-Jones, 
American  Airlines'  vice  president 
for  coiporate  planning.  "It's  true  of 
any  high-growth  industry  where 
you  ha\'e  rapidly  rising  wages." 

lazybones 

Time  was  when  Southerners 
were  willing  to  catch  their  own 
catfish.  But  now  they  are  willing 
to  pay  for  the  convenience  of 
someone  else  catching  and  clean- 
ing them,  as  food  processors  Bor- 
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CHANGE  OF  ADDRESS 

if  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 
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den  and  Ralston  Purina  are  learn- 
ing. But  a  company  official  adds. 
Catfish  has  a  regional  appeal.  I 
don't  think  we  have  any  plans  for 
national  distribution." 

Four-Ring  Circus 

Ringhng  Bros,  and  Barnum  & 
Bailey  circus  is  planning  to  add  a 
new  ring  to  its  revenues  and  earn- 
ings. This  year  the  98-\ear-old 
"Greatest  Show  on  Earth"  will 
begin  licensing  its  name  to  product 
promotion  in  the  food,  toy,  game 
and  housewares  markets.  Schnur- 
Appel,  the  design  and  merchandis- 
ing company  handhng  the  Ucensing 
predicts  licensees  will  garner  SI 
billion  in  sales  by  1971.  If  owners 
Irsin  and  Israel  Feld  of  Washing- 
ton, D.C.  and  Roy  M.  Hofheinz 
of  Houston  get  just  half  the  55? 
commission  on  sales,  they  will  earn 
S25  million  in  the  next  two  \ears. 
That's  a  nice  profit  on  the  $10  mil- 
lion they  paid  the  Ringling  family 
for  the  circus  in  1968. 

Whrte  House  Wine 

The  promotion-minded  Califor- 
nia wine  industry  (  Forbes,  Dec. 
1,  1968}  has  just  scored  a  coup 
in  the  backyard  of  the  New  York 
state  wine  industrv'.  With  the  OK 
of  President-elect  Nixon,  the  Cali- 
fornia vinters  plan  to  build  and 
stock  the  first  official  wine  cellar 
in  the  White  House.  Since  the  gift 
is  to  the  White  House,  not  Nixon, 
it  could  yield  benefits  for  years  to 
come.  For  one  thing,  wine  mer- 
chants can  tell  a  customer:  "If  it's 
good  enough  for  the  White  House 
.  .  .  . '  For  another,  dining  foreign 
dignitaries  who  like  the  White 
House  wine  might  just  order  a 
case  or  two  to  serve  back  home. 


OVERSEAS 


Room  for  Bofh 

•  While  synthetic  rubber  has 
grown  until  it  comprises  nearly 
60^  of  the  free  world's  supply,  na- 
tural rubber  is  anything  but  a  drag 
on  the  market.  This  year  again  the 
demand  for  natural  will  exceed  the 
available  supply  of  slightly  less 
than  2.7  million  tons.  The  result  is 
a  continuing  of  the  gradual  deple- 
tion of  natural-rubber  inventories. 
The  U.S.  Government  stockpile, 
for  example,  has  declined  from  a 
peak  of  1.2  million  tons  in  1954  to 
257,814  tons  at  last  yearend. 

Oefi  AHemand 

Germany's  refusal  to  revalue  its 
currency  by  lifting  the  price  of  the 
{Continued  on  page  68) 
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IT  STACKS  UP 

Leaseway  Transportation  Corp.'s  stack  of  chips 

has  been  adding  up  with  impressive  consistency. 

And  90%  of  that  stack  comes  from  blue  chip  corporations. 

With  backing  like  that, 

the  Cleveland-based  international  lessor  of 

motor  vehicles  and  other  equipment 

believes  "leasing"  is  the  name  of  the  game. 


JEjOLAJEJUfrXUJ  TRANSPORTATION  CORP. 

)^      /      21 1  1 1  Chagrin  Boulevard.  Cleveland.  Ohio  44122 
Phone  216-991-8800  _ - 


Solving  many  of  our  customers'  problems 
with  Chevrolet  cars  and  trucks. 


WE  HELP  DIFFERENT  KINDS  OF  COMPANIES  GROW  TOGETHER. 


TESSEL,  PATURICK  &  OSTRAU.  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y. 
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DETROIT   EDISON    REPORTS 

New  Electric  Energy 
for  Michigan  Growth 

A  $2  billion  construction  program  will  almost  double  Detroit 
Edison's  generating  capability  by  1975.  New  power  plants, 
new  generating  units  in  existing  plants  and  improvements 
in  transmission  and  distribution  will  supply  the  increasing 
amounts  of  electric  energy  required  by  Southeastern  Michi- 
gan's growing  population  and  industry.  Three  800,000-kilowatt 
units  will  go  into  service  in  1970,  1971  and  1972  at  a  new 
power  plant  near  Monroe.  1973  will  see  initial  operation  of 
the  Ludington  Pumped  Storage  Power  Plant,  to  be  owned 
and  built  jointly  with  Consumers  Power  Company.  Edison's 
share  of  the  initial  output  will  be  612,000  kilowatts.  As  South- 
eastern Michigan  grows,  so  does  Detroit  Edison. 

*   "   ■      239th  Consecutive  Quarterly  Dividend 

Common  Stock  — 35f^  per  share  payable  January  15,  1969,  to 
stockholders  of  record  December  20,  1968. 

The  fifth  quarterly  dividend  of  $1.37V2  per  share  upon  the 
preferred  stock  is  payable  January  15,  1969,  to  holders  of 
record  on  December  20,  1968. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 
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WE  PRESENT  OUR 
FAVORED  14  FOR  '69 


Our  Research  Department  has  sin- 
gled out  14  stocks  which  we  feel 
will  be  among  the  best  market  per- 
formers next  year.  They  represent 
a  cross-section  of  American  indus- 
try. Some  of  the  companies  are 
well-known,  diversified  giants,  ac- 
tive in  several  fields.  Others  are 
smaller  companies,  highly  suc- 
cessful in  their  own  areas.  All,  in 
our  opinion,  combine  sound  cur- 
rent value  with  good  appreciation 
potential.  We  believe  the  coming 


year  will  be  a  reasonably  good  one 
for  general  business  and  investors. 
The  reasons  for  our  optimism,  to- 
gether with  descriptions  of  the  14 
stocks  we  favor  for  current  invest- 
ment, are  all  presented  in  our 
January  Monthly  Letter.  It  is  a 
Letter  to  be  read  and  saved,  and 
we  suggest  you  lose  no  time  re- 
questing one.  For  your  copy  of  our 
Monthly  Letter,  call  or  write  the 
Goodbody  office  nearest  you. 


Successful  investors  know  Goodbody 


@ 


GOODBODY&CO. 


EST.  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Stock  and  Commodity  Exchanges 


100  OKices  Throughout  the  Nation 


READERS  SAY 


Mr.  Chapin  Replies 

Sm:  The  article  about  American  Mo- 
tors which  appeared  in  your  Dec.  15 
issue  seems  to  assume  that  the  auto- 
mobile market  in  1959  was  the  same 
as  it  is  today.  This,  of  course,  is  not  so. 
The  writer  also  apparently  assumed  that 
our  marketing  plans  have  not  changed 
very  much  from  1959  ;.nd  are  based  on 
the  pattern  of  our  past  successes.  I  as- 
sure you  that  tliis  is  not  so  either.  Ameri- 
can Motors  is,  today,  a  completely 
different  company — especially  in  its  mar- 
keting approach  and  product  planning. 

Small  cars,  if  we  take  this  to  mean 
compacts  and  below,  are  not  our  "bread 
and  butter."  [Our]  models  are  spread 
across  a  wide  segment  of  the  market, 
from  compacts  to  standard-sized  cars. 
We  are  interested,  among  other  things, 
in  the  market  area  now  dominated  by 
imports,  and  we  have  publicly  stated  on 
several  occasions  that  we  do  not  intend 
to  lag  behind  in  developing  new  models 
to  serve  this  area. 

The  writer's  conclusion  that  American 
Motors  fell  apart  in  1959,  when  the  other 
U.S.  auto  companies  followed  us  into  the 
compact  market,  is  not  supported  by  the 
facts.  We  did  not  "fall  apart"  at  that 
time,  as  sales  and  profit  figures  for  the 
years  1959  through  1964  indicate.  Un- 
fortunately, recent  problems  partly  ob- 
scured the  solid  accomplishments  of 
American  Motors  in  the  1959-1964 
period.  Our  peak  sales  year  occurred  in 
1963,  four  years  after  the  other  com- 
panies came  in  with  their  compacts. 

The  market  segment  below  the  stan- 
dard-sized cars — that  in  which  we  have 
chosen  to  excel — ^has  in  the  last  five 
years  accounted  for  all  of  the  tremendous 
growth  in  the  over-all  auto  market,  rising 
from  40%  of  the  total  in  1963  to  over 
50%  in  1968. 

The  lower  end  of  the  market  will  con- 
tinue to  grow  at  a  strong  rate,  I'm  con- 
fident, because  of  the  compelling  forces 
that  fa\or  trimness  o\'er  bigness. 

— Roy  D.  Ch.\pin  Jb. 

Chairman, 

American  Motors  Corp. 

Detroit,  Mich. 

Why  Apologize? 

Sir:  It  was  no  great  surprise  to  me  to 
learn  in  "Side  Lines"  of  your  Dec.  1  is- 
sue of  your  public-spirited  employees 
and  their  well-deserved  awards  and  ac- 
colades. However,  I  was  unprepared  for 
the  disclaimer  in  the  last  paragraph  that 
you  are  "not  a  bunch  of  dogooders."  Can 
it  truly  be  necessary  to  apologize  for  an 
act  of  public  service?  I  hope  not,  and  I 
sincerely  believe  that  the  days  are  over 
when  to  do  the  right  thing  or  to  perform 
a  good  act  requires  a  man  to  defend 
himself  against  the  accusation  of  being 
a  "dogooder."  Please  credit  your  public 
with  that  much  good  sense! 

— Manfred  Luttinger 
Columbus,  Ohio 
(Continued  on  page  70) 
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It's  the  symbol  for  the  world's 
fastest-growing  oil  company! 


In  the  past  four  years,  Oxy  sales  have  soared 

from  1964's  $45  million  to  a  projected  $1.7  billion  for 

1968.  And  here's  what  happened  in  the  first 

nine  months  of  1968,  versus  the  same  period  of 

the  prior  year.  Sales  —  up  46%  to  $1 ,292,379,000. 

Net  income  —  up  nearly  100%  to  $88,885,000. 

Earnings  per  Share  —  up  117%  to  $1.50. 


That's  why  Oxy  is  the  symbol  for  the  world's  fastest- 
growing  oil  company. 

^^     OCCIDENTAL 
(S©:^^   PETROLEUM 

CORPORATION 


Executive  Offices:  10889  Wilshire  Boulevard 
Los  Angeles,  California  90024 


LISTED  ON  THE  NEW  YORK,  PACIFIC  COAST  AND  TORONTO  STOCK  EXCHANGES 
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Inventing 

the  flat  tire 

wasn't 

easy. 


Our  new  spare  isn't  flat  by  accident. 
It's  flat  by  design  to  save  room 
in  your  trunk. 

Uninflated,  it  takes  less  than  half  the 
space  of  an  ordinary  tire.  Gives  you 
more  room  for  luggage  and  stuff. 

When  you  need  it,  it  inflates  to  a 
full-size  tire  for  the  road. 

The  idea  for  the  B.F.Goodrich  Space 
Saver  Spare  grew  out  of  a  foldable 
airplane  tire  we  designed  to  save 
space  and  weight  on  supersonic  jets. 

We  came  up  with  a  new  molding 
process  that  lets  the  sidewalls  and 
tread  fold  down  flat  against  the  rim 
until  the  tire's  inflated  to  normal  size 
with  air  from  a  pressure  bottle. 

Our  invention  of  the  collapsible 
tire  has  now  led  to  still  another 
development:  the  B.F.Goodrich  run-flat 
tire,  an  idea  that  may  ultimately  get 
rid  of  spare  tires  altogether. 

Of  this,  more  later. 

In  the  meantime,  keep  watching 
B.F.Goodrich  for  new  developments. 


B.E  Goodrich 


We  invented  it. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


FOR  THE  CLEAREST  PICTURE  OF    THE  PEACE  PROBLEM  IN  PARIS 

Read  the  lead  piece  in  "Talk  of  the  Town"  in    the  Dec.  28th  issue  of  The  New  Yorker  magazine. 

AIDE  INDEED 


In  connection  with  the  furor  over  the  price  of  gold,  one 
Ni.\on  aide  joked  that  the  new  Administration  should 
change  the  monetary  standard  to  another  precious  metal, 
molybdenum:  "It's  harder  to  pronounce,  and  there'd  be 


less  discussion  about  it." 

Now,  there's  an  aide  I  hope  is  much  listened  to  in  the 
new  Inner  Sanctum. 

Wisdom  with  a  bit  of  wit. 


SCANDALOUS 


Something's  gotta  be,  gonna  be  done  about  automobile 
insurance. 

For  those  under  2.5  in  New  York,  the  cost  of  it,  if  it  is 
anywhere  available,  has  had  another  thump-jump  of  30%, 
and  elsewhere  around  the  country  hikes  of  assorted  but 
sizable  size  have  been  announced. 

It's  not  that  the  insurance  companies  are  milking  the 
pubhc;  it's  more  a  case  of  the  public  bilking  the  insurance 
companies — in  one  way  or  another.  Fender-fixers',  if  they'll 
do  you  the  favor  of  doing  it  at  all,  charge  you  more  than 
\ou  can  collect  on  most  policies  if  you  lost  an  arm  or  a 
leg  in  the  fender-bender.  Auto  fi.xers  have  become  "fixers" 
indeed.  They  may  not  mend  your  motor  but  they  certainly 
'can  fix  up  the  bill  for  services  usually  not  rendered. 


I  am  as  much  against  regulations  and  regulators  as  the 
next  guy,  but  this  whole  auto  service  and  repair  business 
is  a  scandal  rapidly  assuming  scandalous  proportions.  And 
I  hope,  as  a  by-product  of  the  several  investigations  now 
being  made  on  the  cost  of  auto  insurance,  this  problem  is 
dealt  with  too. 

The  sit^iation  is  getting  to  the  point  where  perhaps  the 
only  answer  is  pooled  federal  auto-liability  insurance. 

You  certainly  cannot  expect  and  wouldn't  want  the 
great  private  auto  insurance  companies  to  be  gypped  to 
death;  and  at  the  same  time  anybody  behind  the  wheel 
should  have  insurance,  and  the  situation  is  getting  to  the 
point  where  many  if  not  most  cannot  afford  it. 

This  is  a  circle  that  must  soon  be  squared. 


HOW  UNFAIR  CAN  YOU  GET? 


Some  people  have  jumped  all  over  the  Mayor  of  New 
York  City  because  he  took  off  with  his  family  for  a  few 
days'  sun  and  rest  in  the  Bahamas.  At  the  time  he  de- 
parted, the  most  critical  of  New  York's  perpetual  con- 
glomeration of  strikes  had  been  settled,  but  the  oil  hadn't 
yet  been  dehvered. 

So,  wailed  the  town  criers,  why  should  the  Mayor 
get  some  warmth  and  rest?  There's  not  any  day  in  any 
city  that  there  aren't  several  hundred  or  thousand  or  mil- 
lion problems  to  be  solved  by  any  mayor. 


Just  figuring  out  how  the  Mayor  of  New  York  can  pre- 
serve his  sanity  would  drive  me  nuts.  Begrudging  him 
and  bedeviling  him  for  taking  a  break  now  and  then  is 
ridiculous. 

If  it  wouldn't  so  foul  up  the  other  millions  in  the  city, 
it  would  serve  these  critics  right  if  he  never  took  a  vaca- 
tion and  started  running  the  city  while  physically  and 
mentally  exhausted. 

If  you  think  New  York's  a  mess  when  he  is  alert  and 
rested,  it  conceivably  could  be  worse  if  he  were  otherwise. 
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A  PERSONAL  NOTE 


Tlie  two  editorials  below  are  reprinted  from  a  most 
unusual  magazine,  Business  Today,  published  quarterly 
by  Princeton  undergraduates  and  distributed  to  200,000 
college  students  throughout  the  country. 


two  matters  much  pundited  by  those  of  us  two  or  three 
or  four  decades  older.  The  fact  that  my  .son,  Malcolm  S. 
Forbes  Jr.,  Princeton  '70,  is  the  editor  of  the  publication 
and  wrote  the  editorials,  of  course  didn't  influence  my 


The  editorials  express  the  views  of  a  21-year-old  on  opinion  of  their  interest  and  worth — much. 


LB]— A  judgment 


There  probably  have  not  been  many  Presidents 
leaving  office  as  unpopular  as  Lyndon  Johnson.  But 
we  will  venture  to  say,  not  being  professional  his- 
torians, that  Johnson's  tarnished  reputation  will  get 
untarnished  as  time  goes  by. 

As  time  goes  on,  the  importance  of  Johnson's  per- 
sonality as  a  big  factor  upon  which  to  judge  him 
will  fade.  So  too  will  fade  the  memory  of  the  frus- 
tration and  divisiveness  that  seemed  to  characterize 
Johnson's  last  three  years  in  office.  How  many  peo- 
ple, for  example,  recall  the  shrill,  and  sometimes 
violent,  opposition  to  Lincoln  in  the  North  during 
the  Civil  War,  that  New  England  nearly  seceded 
from  the  union  during  the  war  of  1812,  or  the 
depths  of  the  hatred  and  bitterness  of  the  depression 
(our  generation  remembers  Hoover  as  a  respected, 
eider  statesman). 

Time  does  heal  wounds. 

Metnam  will  be  regarded  as  a  blunder.  But  the 
overbearing  significance  attached  to  it  will  diminish. 
The  passage  of  time  will  give  people  the  chance  to 


get  a  less  emotional,,  a  more  balanced  appraisal  of 
Johnson's  record. 

And,  it  is,  if  you  think  about  it,  quite  a  record. 

The  scope  and  significance  of  the  social  legisla- 
tion passed  by  Johnson  cannot  be  overrated.  He 
outshines  Wilson  in  this  respect.  And  he  is  easily 
the  equal  of  F.  D.  Roosevelt.  Sweeping  measures  for 
civil  rights,  education,  medical  care,  the  cities,  hous- 
ing, and  consumer  safety  were  all  passed  by  Johnson. 
It  is  easy,  in  the  heat  of  the  moment,  to  forget  what 
Johnson  did  in  1964-65.  People  may  ignore  it  now 
but  future  historians,  we  don't  think,  will. 

And  Johnson,  despite  Vietnam,  will  get  some 
points  in  foreign  affairs  too.  His  assiduous  efforts  at 
easing  tensions  with  Russia  did,  despite  Czechoslo- 
vakia, bear  fruit.  The  fate  of  the  nuclear  non-pro- 
liferation treaty  and  the  unique  opportunity  of  pre- 
venting another  arms  race  with  Russia  are  in  Nixon's 
hands  now.  Whether  or  not  Nixon  has  the  perspi- 
cacity to  follow  through  will  in  no  way  diminish  the 
credit  due  Johnson. 


The   Draft 


Everyone  has  an  opinion  on  the  draft. 

And  we're  no  exception. 

Sometime  during  the  next  four  years,  Richard 
Nixon  is  supposed  to  bring  about  an  all-volunteer 
aimy. 

He  won't  succeed. 

He  won't  succeed  unless  the  U.S.  is  prepared  to 
guarantee  the  armed  forces  an  eight  hour  day,  a 
four  day  week,  expense  paid  vacations,  luxurious 
housing,  first  rate  salaries  and  so  on. 

There  are  simply  not  that  many  people  devoted 
enough  to  take  up  a  military  career  under  present 
conditions,  even  in  peacetime.  And  the  cost  of  at- 
tracting the  two  million  or  so  people  needed  in 
addition  to  the  professionals  would  be  prohibitive. 

The  cry  for  a  volunteer  army  is  attractive,  which 
is  probably  why  Nixon  took  it  up.  But  that  hardly 
makes  it  feasible.  But  suppose  that  it  is  possible? 
Have  you  ever  stopped  to  consider  what  kind  of 
armv  ^'ou  would  have? 


A  black  army. 

Negroes  would — and  do — get  the  equality,  the 
prestige,  and  the  authority  they  desire  fighting  and 
dying  for  American  society  rather  than  by  living 
in  it.  A  volunteer  army  would  catch  the  underpriv- 
ileged segments  of  the  U.S.,  principally  the  Negro. 

Whether  we  like  it  or  not,  we  have  to  have  some- 
where between  two  and  three  million  men  in  uni- 
form, and  the  army  is  the  unattractive,  unpopular 
obligation  of  a  free  society. 

Should  such  an  obligation  be  borne  primarily  by 
the  less  fortunate  members  of  that  society? 

Of  course  not. 

Which  brings  us  to  Senator  Edward  Kennedy's 
proposal  for  a  lottery.  His  plan  would  give  everyone 
at  age  18  the  same  chance  of  serving  regardless  of 
race,  money  or  IQ.  It  would  remove  the  anxiety 
that  is  the  hallmark  of  the  present  system. 

It  makes  sense.  It  is  practical. 

And  most  importantly,  it  is  fair. 


J 


HORIZONS 

It  seems  there  was  an  argument  among  the  Space  boys 
as  to  whether  Apollo  8  should  have  carried  TV  equip- 
ment on  its  moon  orbit,  on  the  basis  that  the  TV  stuff 
had  no  operational  importance  and  was  merely  a  "pub- 
licity stunt." 

Isn't  it  amazing  how  some  of  the  minds  that  can  run 
such  a  mind-reeling  project,  opening  up  incredible  new 
horizons,  could  suffer  from  such  a  limitation  of  vision. 


WORDS  WORTHWHILE 

Lucien  Hooper  on  page  56. 
iVo.  2  of  a  Two-Part  Series 

HE'S  DONE  IT 

Economists  who  want  advice  on  how  to  turn  a  bust 
into  a  bonanza  might  do  well  to  consult  Hugh  Heffner. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


In 
New  Jersey, 
you're  , 

surrounded 

by  money. 


No  matter  what  direction  you  take  from  New  Jersey, 
you  can't  get  away  from  buying  power.  We're 
strategically  located  in  the  heart  of  the  Northeast's 
megalopolis.  Within  a  250-mile  radius  lies  a  wealthy, 
growing,  vital  market  of  47  million  people.  Realistic 
overnight  trucking  to  Boston,  Providence,  New 
York,  Philadelphia,  Baltimore, 
Washington,  and  all  truck  stops 
in  between.  Plus  excellent  high- 
way, air,  and  rail  transportation 
to  these  markets  .  .  .  and  their 
money.  «-^  And  when  we  say  all 
directions,  we  mean  all  directions. 


0 

Public  Service 

Electric  and  Gas 

Company 


New  Jersey  has  two  of  the  nation's  largest  deep- 
water  ports,  offering  convenient  access  to  the  rich 
markets  of  Western  Europe  and  the  raw  materials 
of  the  world.  \W^  In  New  Jersey,  you're  surrounded 
by  progress,  too.  The  kind  of  progress  that  helps 
business  grow  and  prosper.  The  New  Jersey  story  is 
an  exciting  one,  and  it's  well  told 
in  our  big,  56-page  booklet,  "New 
Jersey  —  Land  of  Amazing  Ad- 
vantages." For  your  free  copy, 
write  to:  Public  Service  Electric 
and  Gas  Company,  80  Park  Place, 
Newark,  New  Jersey  07101. 


New  Jersey... The  Strategic  State 
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R&Dtohelpyou 
hdpsus. 


The  Autoveyor.  A  Santa  Fe  original.  It  caused  a  revolution  in  automobile  distribution. 

Santa  Fe  and  its  subsidiary  companies  continue  a  multimillion  dollar  improvement 
program  with  $190-Million  capital  expenditure  for  1969. 

This  program  includes:  2600  new  freight  cars;  90  road  freight  diesels.  25  remote  locomotive  control  units,  1200 
trailers  for  Piggy-Back  and  100  chassis  for  containers,  417  more  miles  of  welded  rail  and  a  new  31  mile  spur  track 
lo  serve  recently  discovered  sulphur  deposits  in  West  Texas. 

Millions  are  being  invested  in  terminal  improvement  at  Kansas  City,  which  includes  a  new  automatic  freight 
classification  yard  to  be  completed  and  placed  in  service  during  1969. 

Further  expansion  will  be  made  in  diesel  shops,  new  Piggy-Back  and  freight  terminals  in  Texas  and  California, 
also  new  automobile  handling  facilities  at  Chicago. 

Our  1969  expenditure  program  includes  S39-Million  for  completion  of  the  2,000-mile  Gulf  Central  pipeline  scheduled 
to  start  operation  in  mid-summer  of  1969,  transporting  anhydrous  ammonia  from  Louisiana  to  Corn  Belt  states. 

Additional  land  purchases  for  industrial  development  are  planned  at  a  number  of  points  on  the  Santa  Fe. 

Alt  of  this  program  keeps  Santa  Fe  up-to-date  as  a  more  efficient  transportation  system  and  contributes  to  our 
plans  for  researching  and  developing  ideas  to  better  serve  our  customers. 


Presideni  and  Chiel  Ext 

Sania  Fe  Railway 


Super  C.  The  world's  fastest  freight  train 
takes  40  superqulcfc  hours  to  move 
P:gqy-Back  and  Container  Ireighl  be- 
tween Chicago.  Kansas  City  and  South- 
ern Cahtornia.  With  99'J  on-time  per- 
tormance,  since  it  beqdn  ejrly  in  1968. 


The  Land  Bridge.  Santa  Fe  designs  the  fastest,  most  direct 
route  ior  intermodal  shipping  between  the  Orient  and 
Europe,  across  the  USA, 


The  Blizzard  Box,  A  deep  freeze 
on  wheels,  [(carries perishables 
by  rail,  highway  and  ship  to 
and  from  overseas  points. 


That's  why 
we  work  harder 
to  make 
your  ideas  work. 

Research  and  development  is  an 
integral  part  in  every  modern  business  system. 
At  Santa  Fe  we  have  a  staff  of  specialists  in 
marketing  and  technical  research,  traffic  and 
cost  analysis,  operations,  engineering  and 
industrial  development,  all  working  closely  with 
their  counterparts  at  our  customers. 

This  teamwork  develops  better  ways  to 
apply  transportation  to  the  planning  of  your  new 
products.  It  means  more  efficient  distribution 
^  methods.  New  ideas  for  pricing  freight  movement 
And  opens  new  areas  for  plant  site  locations. 

In  other  areas  of  R  &  D,  Santa  Fe  is 
expanding  a  microwave  network  for  super-fast 
communications.  Third  generation  computers  are 
updating  procedure  programs.  Terminal  facilities 
are  being  automated.  Simulated  programs  are 
testing  more  effective  use  of  diesel  power  and 
faster  schedules.  Freight  cars  are  being  built  to 
larger  size,  for  special  cargoes. 

Our  truck  fleet  is  being  more 
closely  coordinated  to  provide  expanded  service 
by  highway  and  rail  for  Piggy-Back  and 
Container  shipments. 

One  of  our  new  pipeline  installations  is 
now  in  operation  and  another  is  under  construction. 

Research  and  development  that 
helps  you,  makes  Santa  Fe  a  better  transportation 
system.  What  better  reason  could  you  have  to 
be  assured  that  we  go  all  out  to  make  your 
R&D  ideas  successful. 

Below  you'll  see  a  few  of  the  innovative 
ways  R  &  D  is  working  on  the  Santa  Fe. 


Santa  Fe 


Please  don't  think  of  us  as  just  another  railroad      ^^^"^ 

Santa  fe  is  the  moving  part  of  Yonr  mariieting  arm. 

The  Astro  Box.  This  important 
R&D  project  moves  giant  air- 
plane sections  between  as- 
Ferr^blv  olants 


The  Unit  Train.  Santa  Fes  York  Canyon 
Special.  A  lOO-car  train,  moving  coal  to 
a  Southern  California  steel  plant  on  a 
precision  schedule.  (And  were  working 
on  a  similar  operation  for  a  Texas  sul- 
phur mining  company.) 
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Forbes 


Playing  It  Safe? 


What's  this?  Teledyne,  too,  is  buying  insurance  companies.  Is  founder  Henry 
Singleton  starting  to  play  it  safe?  No,  says  he,  it  is  part  of  his  plan. 


Vou  CAN'  \MN'  most  of  them,  but  >ou 
can't  win  them  all.  Henn-  E.  Single- 
ton, a  Ph.D.  from  M.I.T.,  won  big  in 
1960  when  he  quit  a  Litton  Industries 
vice  presidency  to  found  a  company 
of  his  own,  Los  Angeles-based  Tele- 
dyne,  Inc.  He  talked  persuasively  of 
"founding  a  great  company"  in  the 
new-issue  boom  of  that  year,  but 
Teled>ne  was  different  from  most  of 
its  peers.  It  didn't  collapse  when  the 
boom  collapsed.  Singleton  went  on  to 
use  his  high-priced  stock  to  build  a 
multicompany  with  over  100  acquisi- 
tions, ended  1968  with  $807  million 
in  sales  and  more  than  $40  million 
in  net  profits.  From  being  a  well-paid 
but  highl)  ta.\ed  member  of  the  up- 
per middle  class,  Singleton  went  on 
to  join  the  top  rank  of  independent 
entrepreneurs:  At  Teledyne's  high. 
Singleton's  holdings  were  worth  $50.4 
million. 

But  Singleton  loses  a  few,  too. 
Teledyne  is  having  stock  market  trou- 
bles. From  a  high  of  144  a  year  ago, 
its  shares  now  sell  around  107,  down 
26%  in  a  year.  Its  price/earnings  ratio 
is  down  from  57  to  33. 

And  that's  really  hitting  Teledyne 
in  the  solar  ple.xus.  Acquiring  is  the 
way  of  life  for  a  multicompany,  and 
to  acquire  on  good  terms  you  need 
a  high-priced  stock.  So,  how  was  Tele- 
dyne to  go  on  acquiring? 

Singleton  found  a  simple  answer: 
•Acquire  companies  that  could  be  had 
for  cash.  In  May,  using  cash  for  thr 
first  time,  he  bought  control  (52V 
of  United  Insurance  Co.  of  America, 
a  Chicago-based  life  insurer  with  $2 
billion  worth  of  insurance  in  force 
and  $360  million  in  assets.  Then,  dur- 
ing a  two-week  stretch  in  October,  he 
traded  stock  for  four  smallish  casualty 
companies  with  assets  totaling  around 
$215  million. 

Why  insurance,  an  industry  whose 
plodding  growth  would  lend  no  luster 
to  Teledyne?  Does  Singleton  hope  to 
cash  in  on  the  capital  gains  often  built 
into  insurance  company  portfolios? 
Singleton   insists  not.   He   points  out 
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that  none  of  his  insurance  companies 
has  such  unrealized  gains — and  he 
ridicules  those  who  hope  to  lift  the 
price  of  their  stock  by  funneling  such 
capital  gains  into  earnings.  "The  an- 
alysts aren't  as  dumb  as  they  think," 
says  Singleton.  His  real  motive  for 
buying  into  insurance,  says  Singleton 
is  "stability.  Insurance  appeals  to  us 
because  of  the  stable,  growing  base 
it  gives  us  to  continue  our  growth." 

Singleton  emphasizes  the  conserva- 
tive nature  of  Teledyne's  insurance 
acquisitions.  "None  of  our  companies 
is  large  enough  to  hurt  us,"  he  con- 
tends, "and  since  their  assets  don't 
include  big  portfolios  of  inflated  com- 
mon stocks,  their  downside  risk  is 
minimal."  He  also  points  out  that  all 
his  insurance  companies,  including 
the  casualty  operations,  are  "people- 
oriented"  and  thus  relatively  immune 
to  sudden  large  losses  from  hurri- 
canes, floods  and  similar  acts  of  God. 

"Insurance  is  a  business  of  num- 
bers, all  carefully  calculated  by  ac- 
tuaries," he  observes.  "There  is  a 
calculable  result  that  you  can  pretty 

Singleton  of  Teledyne 


nearly  forecast.  They  can  be  counted 
on  to  go  up,  maybe  not  so  fast,  but 
up  nonetheless.  This  is  what  is  lacking 
in  our  other  businesses." 

But  Teledyne  made  its  name  in 
metals,  in  electronics,  in  defense  sys- 
tems. How  can  it  expect  a  high  P/E 
ratio  out  of  stodgy  insurance?  Is  Sin- 
gleton getting  worried,  starting  to 
play  it  safe?  Singleton  indignantly  de- 
nies this.  "Some  people  might  look  at 
what  we've  done  in  insurance  and 
say,  'Hell,  they've  had  their  growth, 
now  they're  going  to  build  up  assets 
and  that's  it.'  That's  not  it  at  all.  If 
a  company  is  going  to  keep  on  grow- 
ing at  the  rate  we  want  to  grow,  it 
has  to  do  some  new  things  along  the 
way.  What  we're  doing  now  is  pro- 
viding the  more  stable  base  that  will 
enable  us  to  produce  that  growth  four 
or  five  years  from  now." 

What  does  that  mean?  Essentially, 
that  Teledyne  will  have  to  continue 
acquiring  but  that  it  won't  always  be 
able  to  use  stock  as  it  has  in  the  past. 
Why  not?  Because  in  the  inevitable 
fluctuations  of  the  stock  market  there 
will  be  times  when  Teledyne  stock 
will  sell  at  prices  that  would  make 
acquisitions  too  costly  in  terms  of 
equity  dilution.  There  may  also  be 
times  and  particular  deals  where  cash 
would  be  more  attractive  to  sellers. 
That's  where  the  strengthened  bal- 
ance sheet  and  a  more  stable  earn- 
ings base  comes  in:  It  would  give 
Teledyne  extra  borrowing  power 
that  can  be  used  to  buy  companies. 

Especially  is  this  so,  says  Singleton, 
because  Teledyne  hasn't  paid  fancy 
prices  for  its  insurance  acquisitions. 
In  sum,  Singleton  is  suggesting  that 
it  isn't  ivhat  you  do  that  counts  but 
how  you  do  it.  Everybody's  buying 
insurance  companies  these  days,  but 
then  everybody  was  launching  hot 
new  electronics  companies  in  the  early 
Sixties.  Teledyne  was  one  of  the  few 
that  really  prospered,  and  the  implica- 
tion is  that  Teledyne  is  one  of  the  few 
that  will  come  out  on  top  buying  in- 
surance companies.  ■ 


17 


Scott  Paper's  Second  Growth 

The  game  has  changed,  and  Scott  Paper  is  trying  to  change 
with  it.  But  it  isn't  as  easy  as  Scott  originaHy  thought. 


"I  dox't  see  why  everybody  thinks 
Procter  &  Gamble  is  just  going  to  take 
it  from  Scott,"  says  Scott  Paper's 
quiet-spoken,  friendly  chairman  and 
chief  executive  officer,  Harrison  F. 
Dunning.  "That  hasn't  been  the  his- 
tory so  far.  We've  withstood  their 
entry  into  the  market  rather  suc- 
cessfully." Philadelphia-based  Scott 
($62()-million  sales  in  1967),  Dun- 
ning hastens  to  add,  also  is  success- 
fully holding  off  competition  from 
American  Can,  Crown  Zellerbach  and 
Georgia-Pacific — all  of  whom  jumped 
into  the  sanitary-paper  market  (towels, 
toilet  paper,  tissues,  etc.)  during  the 
early  Sixties  on  a  national  scale.  But 
the  new  competition  has  caused  up- 
heavals at  Scott. 

Scott  began  suffering  during  the 
early  Sixties  when  its  return  on  equity 
began  dropping  from  its  normal  high 
level  of  around  15%  to  12.7%  in  1966. 
Formerly  Scott  had  only  one  na- 
tional competitor,  Kimberly-Clark.  In 
1966  it  had  five.  Also,  supermarket 
chains  began  selfing  low-cost  sanitary 
papers  under  their  own  brand  names. 
Everybody  wanted  in  on  the  throw- 
away  society,  and  everybody — includ- 
ing Scott — began  cutting  prices. 

Seventy-five-year-old  Thomas  Mc- 
Cabe,  Scott's  chief  executive  for  39 
years,  countered  with  two  strategies. 
In  1965  he  began  a  stepped-up  acqui- 
sition program.  In  1966  he  stopped 
cutting  prices  and  began  emphasizing 
brand-name  products  in  distinctive 
colors  and  styles.  Then  he  did  a  most 
uncharacteristic  thing — after  nearly 
four  decades  at  the  helm,  during 
which  Scott's  sales  grew  from  nearly 
$6  million  to  $620  million— he  retired 
as  chief  executive.  In  stepped  Dart- 
mouth-educated Harrison  Dunning, 
who  had  been  president  since  1962. 
Last  month  Tom  McCabe  finally  re- 
tired as  chainnan,  and  Dunning  took 
over  that  job  too. 

The  Right  Direcfion 

Dunning  has  discovered  that  Mc- 
Cabe pointed  Scott  in  the  right  di- 
rection with  brand-name  goods  such 
as  Viva  towels  and  Lady  Scott  tissue. 
But  the  other  part  of  his  program, 
Scott's  acquisition  program,  flound- 
ered badly.  In  large  part  because  of 
its  acquisitions,  Scott's  1966  and  1967 
earnings  were  below  those  of  the 
prior  years,  after  eight  years  of  profit 
improvement.  Earnings  for  1968, 
though  better  than  those  of  1967, 
still  won't  be  up  to  the  levels  of  1965. 


18 


Overdue.  When  Harrison 
Dunning  (above)  took  over 
from  Tom  McCabe  (below), 
Scoff's  long-fime  chief  execu- 
tive, changes  were  overdue. 
Says  Dunning  frankly,  but 
chivalrously,  "We  should  have 
changed  tv/o  or  three  years 
earlier,  and  Tom  A^cCabe 
v/ouldn'f  have  been  against 
it  if  someone  had  pointed 
the    situation     out    to    him." 


Scott's  first  nonpaper  acquisition — 
under  McCabe — was  the  $30-million 
(sales)  Plastic  Coating  Corp.  of  Hol- 
yoke,"  Mass.  for  an  anticipated  $72 
million  in  Scott  stock.  When  McCabe 
bought  it,  the  company  had  only  two 
big  products  and  two  big  customers. 
SCM  bought  copier  paper  and  Pola- 
roid bought  photographic  paper. 
"When  we  took  over  Plastic  Coat- 
ing Corp.,"  says  Dunning,  "we  were 
terribly  conscious  that  they  had  too 
many  eggs  in  two  baskets." 

Before  Scott  could  do  anything 
about  the  baskets,  its  fears  turned  into 
a  nightmare.  "SCM  went  out  and 
bought  a  coating  plant  from  Interna- 
tional," says  Dunning.  "At  the  same 
time  Polaroid  began  to  process  more 
of  its  own  work  in  its  own  shop,  and 
it  didn't  have  as  much  success  with  the 
Swinger  camera  in  Europe  as  it  had 
anticipated."  Now  Scott  is  trying  to 
find  new  customers  for  its  overbuilt 
plants,  but  it  will  be  some  time  in 
the  1970s  before  Plastic  Coating 
lives    up    to    expectations,    if    ever. 

Plastic  Coating  was  McCabe's  re- 
sponsibility, but  Dunning  was  chief 
executive  when  Scott  bought  $100- 
million  (sales)  S.  D.  Warren  in  May 
1967.  Dunning  wanted  to  take  Scott 
into  fine  book  papers,  which  sell  for 
as  high  as  40  cents  per  pound,  as  op- 
posed to  the  low-priced  papers,  sell- 
ing for  as  little  as  14  cents  a  pound, 
that  Scott  already  produced.  To  do 
so,  he  paid  $135  million  for  Warren. 

Warren,  too,  posed  a  problem. 
"Just  after  we  achieved  the  merger, 
the  federal  government  allocation  for 
educational  materials  was  substan- 
tially reduced,"  says  Dunning.  "The 
whole  area  of  white  papers  was  weak 
in  1967.  It  came  back  in  1968,  but 
it  still  isn't  back  to  what  it  should 
be."  A  new  paper  mill  in  Muskegon, 
Mich. — started  by  Warren's  ambitious 
management  prior  to  the  merger — 
won't  pay  off  until  late  1969.  Mean- 
while Scott  is  faced  with  the  heavy 
start-up  costs  associated  with  any 
large  paper  mill.  "We  caught  Warren 
at  the  flood  tide,"  says  Dunning. 
"But  I  think  that  people  who  criticize 
us  for  that  ought  to  recognize  that 
that's  when  a  company  that's  loath 
to  merge  becomes  willing  to  merge." 

Dunning  has  been  undeterred  by 
two  bad  experiences,  however.  He  still 
believes  that  Scott  should  diversify. 
Thus,  in  early  December  1968  he 
agreed  to  acquire  for  $7  million  in 
new  stock  a  small  California  manufac- 
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turer  of  casual  tumiture,  Brown- 
Jordan.  Dunning  admits  that  there  is 
no  logical  tie-in  with  paper,  since  most 
of  the  furniture  is  metal,  not  wood. 
But  Dunning  says  that  because  he's 
anxious  to  diversify,  Brown-Jordan  s 
lack  of  relationship  to  Scott  Paper's 
nain  lines  is  a  plus.  "This  gives  us 
11  opportunity  to  evaluate  our  abilit\ 
to  get  into  something  in  which  we 
don't  ha\e  an  extensi\  e  background, " 
lie  says. 

That  sort  of  attitude  is  becoming 
more  typical  of  Scott  now  that  Dun- 
ning is  in  charge.  Since  taking  over 
from  McCabe,  Dunning  has  finally  in- 
stalled profit  centers  at  Scott.  "It  just 
happened  that  all  the  decisions  in 
the  business  gra\itated  up  to  the  ex- 
ecutive committee  because  that  was 
the  only  wa>'  to  get  them  settled," 
sa>s  Dunning  about  the  old  setup. 
"\Ve  got  a  real  decision-making  bottle- 
neck because  you  lost  time  in  getting 
the  executive  committee  to  gather  and 
make  a  decision  on  what  was  going  to 
happen.  The  other  thing  was  that 
after  beating  through  the  colleges  to 
find  the  brightest  young  minds  and 
installing  them  here,  we  more  or  less 
locked  up  their  brains  so  we  couldn't 
use  them  in  making  decisions. "  And 
to  further  speed  things  up,  the  vice 
chairman  and  the  president  can  make 
top  decisions  in  the  chairman's  ab- 
sence. 

New    Strength 

When  Dunning  took  over,  more- 
over, he  took  o\er  a  company  with 
real  strength.  The  company  has  one 
of  the  best  research  labs  among  the 
paper  producers.  Already'  it  has  pro- 
duced a  poK  urethane  foam  for  use  in 
gas  tanks  to  prevent  explosions, 
and  it  is  contributing  to  earnings.  A 
copolymerization  process  for  treat- 
ing clothing  has  proved  less  success- 
ful for  the  time  being,  though  Burl- 
ington is  interested  enough  to  have 
licensed  the  product.  Scott  is  market- 
testing  a  copier  together  with  Japan's 
Canon,  a  maker  of  cameras  and  office 
equipment,  that  might  solve  Plastic 
Coating's  problem.  And  even  if  S.D. 
Warren's  immediate  prospects  aren't 
great.  Dunning  thinks  so  highly  of  it 
that  he  did  an  unusual  thing  after 
acquiring  it.  Instead  of  incorporating 
Warren's  operations  into  Scott's  ex- 
isting white-paper  division,  he  shipped 
the  old  Scott  setup  from  Philadelphia 
to  Boston,  and  made  it  part  of  Scott's 
S.D.  Warren  division. 

Essentially  the  situation  Dunning 
faces  is  this:  He  must  reorient  the 
company's  style.  Once  a  near-monop- 
oly in  a  highly  profitable  line,  it  must 
learn  to  do  business  in  a  roughly 
competitive  environment  and  to  mas- 
ter the  difficult  art  of  diversification.  ■ 
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Sitting  Ducic 


A  closely  held  company  is  not  vulnerable  to  takeover, 
but  it   still  has    to    worry  about  the   competition. 


FiFTY-oxE-YEAR-OLD  Stanley  Powell 
Jr.  is  president  of  Honolulu's  Alex- 
ander &  Baldwin,  Inc.,  which  gets 
nearly  two-thirds  of  its  S200  million 
in  revenues  from  its  Matson  Naviga- 
tion Co.  subsidiary.  Matson  has 
enjoyed  a  virtual  monoply  on  the 
Califomia-to-Hawaii  steamship  run, 
handling  some  90%  of  the  dry 
cargo.  An  unassailable  market  share? 
Not  in  Powell's  business.  It  has  mere- 
ly attracted  competition. 

Two  months  ago  American  President 
Lines,  teamed  with  Powell's  Hawaiian 
rival,  Castle  &  Cooke,  got  Maritime 
Subsidy  Board  permission  to  begin 
cargo  service  over  Matson's  route  and 
now  needs  only  full  Maritime  Com- 
mission approval.  Within  six  months 
Seatrain  Lines,  Inc.,  a  highly  success- 
ful pioneer  in  containerization,  will 
also  invade  Matson's  preserve.  Powell 
has  two  big  new  container  ships  on 
the  way  and  thinks  these,  plus  Mat- 
son's    experience,    will    give    him    an 


edge.  But  APL,  through  Castle  & 
Cook,  has  a  powerful  entree  to  Hawai- 
ian business;  Seatrain  is  one  of  the 
most  aggressive  shipping  outfits 
around.  Concedes  Powell:  "They 
could  walk  off  with  as  much  as  30% 
of  our  business." 

This  only  adds  to  Powell's  frustra- 
tion since  coming  out  from  the  main- 
land to  take  over  at  A&B  two  years 
ago.  A  25-year  Matson  veteran,  he 
rose  through  its  financial  and  freight 
operations  to  become  president  in 
1962.  "My  frustration  here,"  he  ex- 
plains, "is  in  trying  to  get  a  group  of 
family  stockholders  to  go  along  with 
converting  an  insular,  sheltered  old 
company  into  a  real  mover."  Over 
half  the  stock  is  controlled  by  surviv- 
ing members  of  A&B's  founding 
families.  They  look  at  A&B's  $37- 
million  cash  balance  and  its  reason- 
ably healthy  profits  and  see  little  rea- 
son to  risk  diversifying  away  from 
shipping  or  the  traditional  sugar  and 


Nof  Enough.  A&B  President 
Powell  (above)  has  been  push- 
ing containerization  (below) 
for  over  a  decade,  to  boost  his 
company's  return  on  invested 
capital  on  the  Hawaii  run, 
which  has  been  averaging  less 
than  3%  since  World  War  II. 


pineapple  operations  in  Hawaii. 

But  Powell  does.  Earlier  this  year, 
with  all  that  cash  and  his  stock  down 
to  around  ten  times  earnings,  Powell 
felt  like  a  "sitting  duck."  Says  he: 
"The  only  thing  that  kept  us  from 
being  gobbled  up  by  some  raider 
was  that  we  were  so  closely  held." 

Now  A&B's  stock,  at  41,  is  up  to 
about  24  times  earnings;  Powell  has 
close  to  21  million  unissued  shares 
handy  to  make  acquisitions.  He'd  like 
to  use  them  to  diversify,  especially 
with  the  threat  from  APL  and  Sea- 
train facing  him.  But,  he  says,  "I've 
still  got  a  lot  of  persuading  to  do. 
I  keep  pointing  out  that  we're  way 
overcapitalized,  that  if  we  are  to 
be  able  to  fight  it  out  in  the  jungle 
we've  got  to  use  our  capital  better." 
But  until  he  can  get  his  family  stock- 
holders to  agree,  Powell  and  A&B 
will  remain  sitting  ducks.  ■ 
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So  Rich  It  Hurts  / 


Delta  Air  Lines  is  finding  out  that  being  a  high- 
ly profitable   airline   can   have   its   drawbacks. 


Making  money  has  never  been  Delta 
Air  Lines'  problem.  Far  from  it.  Delta 
is  the  most  profitable  of  the  nation's 
major  airlines  and  the  16th  most 
profitable  company  among  the  500 
ranked  in  Forbes  21st  Annual  Re- 
port on  American  Industry   {Jan.  1) . 

Delta's  28.8%  average  return  on  its 
stockholders'  equit\-  in  the  past  five 
years  put  it  well  ahead  of  such  giant 
air  carriers  as  American  (18.3%)  and 
United  (13.8%).  Delta's  2.5.6%  average 
earnings  growth  in  the  last  fi\e  years 
led  that  of  all  carriers  but  North- 
west (25.8?).  In  its  last  five  fis- 
cal years  Delta  increased  its  earn- 
ings 163%  to  S1.89  a  share,  its  reve- 
nues 105%  to  8431.6  million. 

But  Delta's  high  profits  have  actual- 
ly been  working  against  it  lately  as 
the  Civil  Aeronautics  Board  passes 
out  new  routes.  Delta  not  only  isn't 
getting  many  of  the  routes  it  asked 
for — it's  getting  more  competition 
on  its  existing  ones.  It  didn't  get  the 
Miami-Jamaica  run  it  wanted  in  the 
recently  settled  Caribbean  case,  and  it 
was  shut  out  in  both  portions  of  the 
Tran.spacific  case. 

"The  examiner  in  the  Gulf  States- 
Midwest  case  has  recommended  some 
additional  competition:  Eastern  Air 
Lines  in  Chicago-New  Orleans;  Trans 
World  in  Houston-to-St.  Louis,"  says 
bluff  Delta  President  Charles  H. 
Dolson,  62.  "We  think  they'll  put 
somebody  against  us  between  Atlanta 
and  Dallas  in  the  Southern  Transcon- 
tinental case."  Delta  also  might  get 
competition  on  its  Atlanta  to  Los 
Angeles  and  San  Francisco  runs  in 
the  same  case. 

The  CAB  is  obviously  fa\oring  some 
of  the  not-so-well-heeled  airlines.  "We 
certainly  think  this  has  been  a  prob- 
lem for  us,"  sa\s  Dolson,  who  took 
over  Delta  when  founder  C.  E.  Wool- 
man  died  in  September  1966. 

"But  we  don't  think  it  shoiihl  be  a 
problem,"  adds  Robert  Oppenlander, 
Delta's  senior  vice  president  for  fi- 
nance. "Keeping  each  and  every  car- 
rier up  to  a  level  of  profitability  is 
hardly    the    criterion     for    awarding 


routes.  They  are  meant  to  be  given 
to  the  carrier  that  can  give  the  most 
convenience  to  the  public,"  he  says. 

"The  best  example  of  the  fallacy 
of  the  opposite  type  of  philosophy," 
Dolson  continues,  "is  Capital  Airlines. 
They  were  always  giving  them  a  ht- 
tle  bit  more,  a  little  bit  more.  All  Cap- 
ital did  was  keep  going  downhill." 
(Capital  eventually,  in  1961,  had  to 
be  acquired  by  United.) 

A  Matter  of  Balance 

It's  easy  to  see,  however,  why  the 
CAB  isn't  worrying  too  much  about 
Delta.  The  airline's  present  route  sys- 
tem is  about  as  perfectly  balanced  as 
an  airline  can  expect.  Its  southern 
transcontinental  routes — Atlanta,  Dal- 
las and  New  Orleans  to  the  West 
Coast — get  a  big  play  in  the  summer 
vacation  period;  its  routes  to  Miami 
from  Chicago  and  Detroit  are  big 
money-makers  in  the  winter. 

"This  balancing  effect  is  very  val- 
uable," Oppenlander  concedes.  "It 
gives  us  level  earnings  throughout  the 
year.  And  it  lets  us  bring  on  new 
capacity  in  sensible  increments — we 
don't  get  a  big  delivery  of  planes  for 
the  summer  and  then  get  stuck  with 
big  overcapacity  the  next  winter." 

Delta  plans  to  get  a  further  ad- 
vantage from  this  balance  when  it 
starts  flying  Boeing's  375-passenger 
747  in  1971.  "We  can  take  a  747 
off  a  southern  route  at  the  beginning 
of  winter  and  switch  it  with  a  stretch 
DC-8  [195  passengers]  on  a  Miami 
run  and  get  a  big  capacity  increase 
just  Hke  that,"  says   Oppenlander. 

But  while  he  admits  that  Delta's 
routes  are  better  balanced  than  most, 
Oppenlander  says  the  system  isn't 
quite  as  good  as  it  might  first  appear. 
The  articulate,  Brooklyn-bom  grad- 
uate of  Massachusetts  Institute  of 
Technology  and  Harvard  Business 
School  points  out,  for  example,  that 
the  average  length  of  a  Delta  flight 
is  among  the  shortest  in  the  industry, 
359  miles  vs.  458  miles  for  the  aver- 
age domestic  flight.  The  shorter  the 
haul,  of  course,  the  less  the  revenue  to 


absorb  the  cost  of  ground  services. 

Moreover,  the  squeeze  on  airline 
profits  finally  has  caught  up  with  Delta. 
The  company's  operating  profit  mar- 
gin fell  from'  21%  in  fiscal  year  1966 
to  16%  in  fiscal  1968,  and  the  squeeze 
continues.  And  Delta  is  committed 
to  buy  $613  million  in  new  airplanes 
in  the  next  seven  years,  well  over 
double  its  current  investment. 

Therefore  Delta  is  right  there  with 
its  ailing  competitors  looking  for 
a  fare  increase  from  the  CAB  this  year. 
"We  obviously  don't  look  as  if  we 
need  one  immediately,"  says  Oppen- 
lander, "but  the  trends  in  our  costs 
are  just   as   bad  as   everyone   else's." 

For  all  these  problems,  Delta  is 
likely  to  remain  one  of  the  more 
profitable  airlines.  It  has  proved  that 
it  can  take  on  competition  and  do  very 
well.  For  example.  Delta  gets  49%  of 
the  Chicago-Miami  business  compet- 
ing against  Northwest  and  Eastern. 
It  gets  45%  of  the  Dallas-San  Fran- 
cisco trade  and  35%  of  the  Dal- 
las-Los Angeles  business,  competing 
with  giant  American,  which  has  had 
these  routes  much  longer  than  Delta. 

But  Delta's  most  important  asset 
is  an  ability  to  do  a  lot  of  things  well 
— like  maintaining  peaceful  labor  re- 
lations. "We've  never  had  a  work 
stoppage,"  Oppenlander  sa>s.  "We 
do  not  have  any  unions  except  the 
pilots',  and  those  pilots  aggressively 
fight  on  our  behalf  many  times." 

"We've  got  an  aggressive  sales 
group,"  adds  Dolson.  "And  I  don't 
think  we're  extra\agant.  I  think  we've 
adjusted  our  equipment  purchases  to 
our  needs  as  well  as  an\body,  ma\'be 
a  little  more  so."  Delta's  load-factor 
range  of  57%-61%  in  the  past  ten  years 
indicates  that  capacit\-  has  just  about 
kept  up  with  traffic  growth. 

"Another  thing  we've  had,"  Dol- 
son goes  on,  "is  stability  of  manage- 
ment. Most  of  us  in  top  management 
are  long-time  employees.  We  don't 
need  semiannual  reorganizations. 

"We  think  we  can  stay  ahead  of  the 
pack.  But,  of  course,  we  may  have  to 
work  a  little  harder  at  it."  ■ 
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Darkness  before  Dawn 

What's  so  great  about  an  acquisition  that  lost  $6  million  last  year  on  top 
of  nearly  $4  million  the  year  before?  But  Whirlpool's  Elisha  Gray  says 
Warwick  Electronics'  prospects  make  it  worth  every  cent  it's  costing. 


Nobody  would  deny  that  Whirlpool 
Corp.  seemed  to  be  making  a  smart 
move  in  late  1966  when  it  laid  out 
S33  million  for  a  controHing  (59%) 
interest  in  \Var%vick  Electronics.  The 
two  companies  complemented  each 
other  handsomely  in  the  appliance 
field — ^^■hirlpool  as  one  of  the  largest 
makers  of  laundry  equipment  and  re- 
frigerators, Warwick  as  the  biggest 
private-brand  TA'-set  maker — and  both 
sold  most  of  their  output  to  Sears, 
Roebuck.  In  fact,  it  was  from  Sears 
that  Whirlpool  bought  the  great  bulk 
of  its  Warwick  holdings. 

But  handsome  is  as  handsome  does, 
and  Warwick  was  hardly  in  the  Whirl- 
pool camp  when  it  began  losing 
money  hand  o\er  fist — $.3.7  million 
in  1967,  followed  by  some  $6  million 
more  last  year.  The  losses  shaved  19 
cents  and  about  30  cents,  respectively, 
from   Whirlpool's  per-share   earnings. 

A  disaster?  No,  retorts  Elisha 
(Bud)  Gray  II,  Whirlpool's  chairman. 
Not  only  were  the  heavy  losses  an- 
ticipated. Gray  caused  them.  "War- 
wick needed  refurbishing  in  every 
respect,"  he  sa\s.  "We  figured  we 
would  have  to  invest  about  $40  mil- 
lion." (Warwick  had  only  $20  million 
equity    when    Whirlpool   took   over.) 

But  has  the  cost  been  murderously 
high?  "You  never  estimate  these  things 
very  accurately  from  the  outside," 
says  Gray,  "but  we're  not  suiprised 
or  disappointed.  I  think  this  follows 
the  pattern  of  other  businesses  we've 
taken  on — mostly  in  connection  with 
Sears — where  we've  lost  money 
heavily  to  begin  with,  but  got  the 
company  turned  aroimd  and  then  took 
off  for  the  races.  One  year  we  lost 
$17  million  at  Seeger  Refrigerator 
.  [bought  in  19.55]."  Whirlpool  also  did 
remake  jobs  on  Birtman  Electric,  a 
maker  of  room  air  conditioners  and 
vacuum  cleaners  it  bought  in  1957, 
and  on  Heil  Quaker  Corp.,  a  central- 
heating  and  air-conditioning  company 
it  took  over  in  1964. 

Experience   Pays 

Living  through  this  was  good 
training  for  what  Gray  found  at  War- 
wick. Warwick  had  depended  heavily 
on  Radio  Corp.  of  America  for  tech- 
nical help  on  color  TV;  but  as  color 
matured,  RCA  withdrew  its  help. 
"Warwick  was  left  kind  of  bare- 
handed at  a  time  when  color  was 
taking  off,"  says  Gray.  Then  in  1967 
the    color-TV    boom    slackened,    and 


Elisha  Gray  of  Whirlpool 
found  more  than  color-TV 
problems  at  Warwick  Elec- 
tronics. Warwick's  Thomas 
Organ  subsidiary  had  a  trunk- 
ful—such  as  trouble  collec- 
ing  from  its  customers.  "With 
Sears  you  don't  have  receiv- 
ables problems,"  says  Gray, 
"but  with  music  dealers  you 
do.  Also,  Thomas  thought  the 
rush  to  guitars  and  amplifiers 
vfould  continue  but  the  busi- 
ness got  shaky  last  year. 
Speaking  for  myself,  I  couldn't 
stand  any   more." 


Sears,  upset  about  Warwick's  inferior 
quality,  was  buying  more  and  more 
of  its  smaller  sets  from  Japan.  How- 
ever, Sears  still  needed  a  reliable 
domestic  supplier  for  its  bigger  sets, 
and  it  turned  to  Whirlpool  to  do  an- 
other rebuilding  job. 

Gray  put  Whirlpool  Vice  President 
Glenn  A.  Evans  in  charge  of  War- 
wick. He  beefed  up  working  capital 
by  borrowing  $40  million  ($25  mil- 
lion of  it  from  Sears  and  Whirlpool), 
and  began  spending  heavily  on  new 
equipment.  The  total  payroll  was 
cut  from  7,200  to  6,600  people, 
although  at  the  same  time  Warwick's 
engineering  staff  was  nearly  doubled. 

Gray  thinks  the  worst  of  the  job 
is  now  past.   "The  losses  will  either 


disappear  or  be  greatly  diminished 
this  year,"  he  says.  "We've  got  to  the 
point  where  we  can  ask  Sears,  'Could 
we  make  some  of  those  sets  for  you 
that  you're  buying  in  Japan?'  And  we 
are  getting  some  business  back." 

Gray  sees  the  big  payoff  as  still 
to  come.  "We're  hoping  Sears  will 
get  a  bigger  share  of  the  market,"  he 
says.  "They  can  if  they  have  the  right 
merchandise.  They've  got  the  store 
space  and  the  sales  ability. 

"The  controlling  thing  at  Sears  is 
their  retail  price  of  a  set.  Then  you 
take  off  the  markup,  which  they 
need  to  run  their  stores,  and 
that's  all  they  can  pay.  If  the  source 
is  inefficient  and  can't  produce  it  at 
that  price,  it  isn't  going  to  make  any 
profit."  Gray  figures  that  given  better 
market  share  and  higher  volume  he 
can  lift  Warwick's  profit  margin  up 
near  Whirlpool's  5%;  in  its  best  days 
Warwick  made  only  about  2%. 

While  Gray  might  expand  War- 
wick's private-brand  business  to  other 
customers,  he  has  no  plans  now  for 
a  TV  label  of  his  own.  "The  world 
isn't  waiting  for  another  TV  manu- 
facturer," he  says.  "It's  chopping  up 
the  ones  it's  got."  Besides,  as  a  legacy 
of  the  days  when  RCA  was  part  owner 
(with  Sears)  of  Whirlpool,  some  60% 
of  the  distributors  of  Whirlpool-brand 
"white  goods"  (laundry  and  kitchen 
appliances)  also  carry  RCA  "brown 
goods"  (TV,  radio  and  other  home 
electronics  products).  In  severing  its 
ties  to  RCA,  Whirlpool  agreed  not 
to  produce  its  own  brand  of  brown 
goods  until  at  least  1971. 

The  Longer  View 

Warwick  now  looks  good  enough 
so  that  soon  Gray  expects  to  lay  out 
nearly  $15  million  for  the  rest  of 
Sears'  Warwick  holdings,  bringing 
Whirlpool's  ownership  to  85%.  He 
grants  that  Warwick  has  hurt  Whirl- 
pool's earnings,  which  last  year  were 
about  on  the  level  of  1965  although 
sales  had  risen  some  30%  in  the  mean- 
time. But  he  thinks  it  will  be  worth  it. 

"If  a  company  is  going  to  engage 
in  gambles  like  Warwick,"  he  says, 
"you  take  a  longer  view  of  earnings. 
We  had  a  span  from  1955  to  1960 
when  our  earnings  didn't  go  up  at  all. 
The  refrigerator  business  and  Birtman 
Electric  did  that.  But  from  1955  to 
1965  earnings  went  up  10%  a  year. 
We  expect  a  10%  average  gain  again 
in  the  ten  years  through  1975."  ■ 


FORBES,  JANUARY  15,  1969 


21 


The  Forgotten  Generation 

Youth  will  be  served,  and  youth  is  being  served.  But  the  eld- 
erly, who  have  twice  as  much  money  to  spend  as  the  teen- 
agers, are  getting  scant  attention  from  the  marketing  men. 


They  are  a  $40-billion  market;  yet 
business  has  all  but  ignored  them.  No 
one  quite  knows  why,  for  business 
certainly  hasn't  ignored  the  youth 
market,  which  is  only  half  as  large. 
Perhaps  it's  because  we  are  a  nation 
obsessed  with  youth,  and  business 
shares  that  obsession.  For  this  $40- 
billion  market  can  hardly  be  called  a 
young  market.  It  consists  of  the  19 
million  Americans  aged  65  and  over. 

It's  a  mistake  to  write  this  market 
off.  About  30%  do  live  in  poverty, 
compared  with  the  national  average 
of  13.3%.  On  the  other  hand,  30% 
have  incomes  above  $6,000  a  year, 
which,  for  a  widow  or  widower 
or  even  a  couple,  is  not  bad,  espe- 
cially since  it's  usually  tax  exempt; 
and  10%  have  incomes  above  $10,000 
a  year,  also  largely  tax  exempt." 

Every  businessman  will  concede 
that  men  and  women  65  and  over 
are  a  good  market  for  medical  care 
and  drugs.  That's  only  natural.  About 
80%  of  them  suffer  from  one  ailment 


'Persons  over  age  65  have  an  immediate  tax  de 
duction  of  $1,200  as  opposed  to  $600  for  younger 
persons,  also.  Social  Security  benefits — which  com 
prise  30%  of  the  average  income  of  older  people — 
are  tax  exempt 


or  another.  They  therefore  average 
close  to  $500  a  year  each  for  medical 
services  as  compared  with  the  na- 
tional average  of  less  than  $220;  and 
while  they  constitute  less  than  10% 
of  the  population,  they  buy  23%  of 
the  prescription  drugs. 

What  few  businessmen  realize, 
however,  is  that  women  over  65  often 
spend  more  than  \'ounger  women 
on  cosmetics.  The  reason  should  be 
obvious:  A  girl  of  18  needs  only  a 
smear  of  lipstick  and  a  dab  of  face 
powder  to  look  delectable,  while  a 
woman  of  65  often  feels  that  she 
needs  a  shelf  full  of  cosmetics.  It's 
characteristic  of  the  attitude  of  busi- 
nessmen toward  people  of  65  that,  al- 
though cosmetics  manufacturers  spend 
tens  of  millions  of  dollars  to  develop 
and  promote  cosmetics  for  teenagers, 
no  manufacturer  has  ever  put  out  a 
special  line  for  the  elderly. 

Concedes  Henry  W.  Tavs,  vice 
president  in  charge  of  sales  for  Rev- 
Ion:  "We  have  no  special  products  in 
the  geriatric  field."  Says  Albert  B. 
Richardson,  assistant  to  the  president 
of  Chesebrough-Pond's:  "We  have  the 
Pond's  heav\'  lubricating  creams,  and 


'Well,  shall  we   gef  on   with   our   golden    years?" 

Drawing  by  Geo.  Pnee;.<3  1968  Ttie  New  Yorker  Magazine,  Inc. 


older  women  do  have  a  tendency  to 
dry  skin,  but  really  Arden  and  Ruben- 
stein  specialize  in  creams  for  older 
-women."  Says  a  spokesman  for  Eliza- 
beth Arden:  "We  don't  want  to  be 
connected  only  with  older  women." 

For  Sexpofs  Only 

This  attitude  is  characteristic  also 
of  Seventh  Avenue.  No  dress  manu- 
facturer ever  thinks  of  putting  out 
clothes  especially  designed  for  older 
women.  The  fact  that  men  aren't 
likely  to  whistle  at  a  woman  over 
65  when  she  walks  down  the  street 
doesn't  make  her  any  the  less  vain 
about  her  appearance.  On  the  con- 
trary, she  wouldn't,  for  example,  think 
of  walking  down  the  street  in  dirty 
sneakers  and  torn  blue  jeans  as  a 
teenager  would.  Yet  the  stylists  de- 
sign clothes  only  for  the  young — and 
few  grandmothers  are  about  to  switch 
to  a  miniskirt.  Similarly,  a  woman 
over  65  doesn't  want  a  low-cut  dress 
or  a  dress  without  sleeves.  Nor  does 
she  want  a  dress  that  fastens  up  the 
back,  since  she  may  well  be  a  widow, 
living  alone.  Mrs.  Geneva  Mathiasen, 
director  of  the  National  Council  on 
the  Aging,  has  asked  manufacturers 
on  Seventh  Avenue  why  they  don't 
create  styles  for  the  older  woman. 
She  says  the  answer  she  always  gets 
is:  "Those  dresses  are  available." 
When  she  asks  "Where?"  she  is  told: 
"In  the  house-dress  department." 

"They're  the  forgotten  generation," 
agrees  William  S.  Hansen,  president 
of  the  Julius  Garfinckel  &  Co.  stores 
of  Washington,  D.C.  "There  is  not 
one  house  on  Seventh  Avenue  making 
coats  and  suits  in  only  women's  sizes 
[the  industry  label  for  clothes  adapted 
to  matronly  figures]." 

Why?  "I  don't  believe  the  volume 
is  there,"  says  Ed  Rosenblatt,  presi- 
dent of  the  Am\'  Adams  division  of 
R&K  Originals,  which  is,  in  turn,  a 
division  of  Jonathan  Logan.  Hansen 
explains:  "Older  women  will  want 
to  see  ten  dresses  and  they'll  buy 
one.  With  the  juniors,  we  can  show 
three  and  two  will  be  in  the  running." 
Joseph  B.  Siegel,  vice  president  of  the 
Lane  Bryant  Stores,  agrees,  adding 
that  older  women  aren't  as  interested 
in  fashion  changes.  "In  our  business 
the  only  reason  we  stay  alive  is  fash- 
ion. If  we  had  to  survive  on  a  woman 
buying  a  dress  and  then  coming  back 
next  year  to  replace  it,  we'd  die." 
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The  most  contemptuous  reason  of 
nil  comes  from  Jack  Ranen,  vice 
president  of  Bobbie  Brooks,  Inc.: 
"Older  women — they  don't  purchase 
things  as  often,  like  young  women 
who  want  to  look  fresh  and  pretty." 

Seventh  Avenue  may  be  correct. 
On  the  other  hand,  it  may  be  wrong, 
reacting  merely  to  stereotypes.  This 
much  is  certain:  The  over-65s  are  not 
a  doddering,  ineffectual  group.  The 
American  Medical  Association  has 
learned  that.  It  was  the  over-65s, 
massed  in  the  2..5-million-member 
National  Council  of  Senior  Citizens, 
who  beat  down  the  lobbyists  for  the 
AMA  and  pushed  the  Medicare  bill 
through  Congress.  This  already  has 
increased  the  disposable  income  of 
the  o\er-6.5  group  by  more  than  S4 
billion  a  year,  since  that  is  how  much 
they  are  saving  on  medical  expenses. 
Now  the  National  Council  of  Senior 
Citizens  is  battling  for  other  concerns 
t  the  aged:  lower  drug  prices,  bet- 
ter housing,  increased  Social  Security 
benefits.  Significantly,  the  president 
it  the  National  Council  is  John  \\'. 
^delman,  75,  retired  Capitol  Hill  lob- 
byist for  the  AFL-CIO,  no  mean  pres- 
sure group  itself. 

The  over-65s  are  not  people  without 
a  future,  waiting  only  for  the  grave. 
The  average  man  of  65  today  can 
look  forward  to  13  more  years  of  life; 
the  average  woman,  to  16.  With  the 
life  span  in  the  U.S.  steadily  increas- 
ing, by  the  end  of  this  century  peo- 
ple will  be  spending  one-fourth  of 
their  lives  in  retirement. 

Many  businessmen,  asked  why  they 
ignore  the  ONer-65  market  while  they 
battle  for  a  market  only  half  as  large, 
answer:  "Youth  is  a  distinct  market 
because  youth  has  special  tastes.  The 
over-65  group  is  not  a  distinct  market 
because  the  elderly  want  pretty  much 
the  same  things  as  adults  generally." 
This  is  true — now — but  the  youth 
market  was  not  really  a  distinct  mar- 
ket either  a  generation  ago;  and 
though  it  probably  would  have  de- 
•veloped  naturalK'  as  U.S.  culture  be- 
came more  youth-oriented,  business- 
men played  a  part  in  helping  it 
evolve.  Teenagers,  who  a  generation 
ago  were  lucky  to  have  a  couple  of 
dollars  a  week  for  spending  money, 
now  can  afford  to  buy  almost  any- 
thing they  want;  businessmen  studied 
them  and  figured  out  ways  to  attract 
them.  The  so-called  culture  of  youth 
is  largely  a  creation  of  the  middle- 
aged.  This  is  true  even  of  the  political 
ideas  that  so  disturb  the  middle-aged. 
Herbert  Marcuse,  70,  Mao  Tse-tung, 
75,  and  Ho  Chi  Minh,  78,  can  hardly 
be  called  kids.  Even  "Che"  Guevara 
was  39  when  he  died. 

Actually,    the    American    obsession 


with  youth  has  caused  most  business- 
men simply  to  ignore  the  elderly. 
Says  Dr.  Jack  Weinberg,  59,  director 
of  the  Ilhnois  State  Psychiatric  In- 
stitute and  a  leading  authority  on  the 
aging:  "When  an  individual  is  well 
packaged,  we'll  take  another  look.  But 
an  older  person  is  not  packaged  at- 
tractively, which  in  a  sense  makes 
the  aged  invisible.  Should  any  sexpot 
walk  by,  properly  packaged,  we'll 
tuin  around  and  look;  but  unless  the 
older  man  or  woman  is  bizarrely 
dressed,  we  don't  see  them." 

This  attitude  is  understandable,  of 
course,  but  not  from  a  business  stand- 
point. It's  a  cliche  by  now  to  say  that 
"we  are  becoming  a  younger  nation; 
by  1970  47%  of  the  population  will 
be  under  25."  That  is  true.  The  over- 
65  population  in  1970,  at  19.6  mil- 
lion, will  comprise  roughly  the  same 
10%  of  the  total  that  it  does  today. 
But,  barring  runaway  inflation,  the 
retired  will  have  increasingly  more 
money  to  spend. 

Tidy  Retirement 

Social  Security  is  one  factor.  Even 
more  significant  has  been  the  proli- 
feration of  pension  plans.  As  recently 
as  1950,  only  25%  of  the  working 
population  was  covered  by  private 
pension  plans  with  total  assets  of 
$12  billion.  Today  47.5%  have  this  pro- 
tection, and  the  assets  have  reached 
$114  billion.  By  1980,  according 
to  economist  Roger  F.  Murray  of  the 


Teachers  Insurance  &  Annuity  Asso- 
ciation, the  number  protected  will  rise 
to  60%  and  the  assets  to  $193  billion. 
This  money  will  represent  a  kind  of 
revolving  pool  of  purchasing  power 
for  the  oldest  segment  of  the  popula- 
tion. Says  Andrew  Brown  of  the 
United  Auto  Workers,  "The  auto- 
worker  today  can  retire  with  over 
$5,000  a  year,  counting  his  Social 
Security  and  pension."  Adding  in  the 
fact  that  older  couples  often  own 
their  houses  outright  and  have  paid 
for  the  education  of  their  kids,  this 
makes  for  a  tidy  if  not  extravagant 
retirement.  Always,  that  is,  barring 
runaway  inflation. 

Meanwhile  it's  not  unlikely  that  a 
variety  of  new  programs  to  assist  the 
elderly  will  be  set  up.  The  Depart- 
ment of  Housing  &  Urban  Develop- 
ment has  long  had  a  division,  now 
headed  by  Marie  C.  McGuire,  to  help 
the  elderly  get  better  housing.  This 
has  now  been  augmented  by  the  new 
Hou.sing  Act  (Forbes,  Oct.  15,  1968), 
which,  by  enabling  low-income  peo- 
ple to  get  mortgages,  naturally  will 
help  old  people  with  low  incomes. 
The  new  act  designates  a  single  per- 
son over  age  62  as  a  family  unit. 
That's  important,  because  more  than 
half  of  the  11  million  women  over 
65  are  widows. 

Another  program:  Wilbur  Cohen, 
the  outgoing  Secretary  of  Health,  Ed- 
ucation &  Welfare,  has  asked  Con- 
gress   to   expand   Medicare   to   cover 


Place  In  The  Sun.  Del  Webb's  success  in  1959  with  Sun  City,  Ariz,  drew 
real-estate  entrepreneurs  into  the  retirement  community  business.  They  have 
since  known  boom  and  bust.  But  the  concept  seems  here  to  stay.  Old  peo- 
ple—"the  outgoing,  the  joiners"  says  a  sociologist— simply  like   the   idea. 
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the  cost  of  prescription  drugs. 

In  order  to  exploit  a  market,  a 
business  has  to  study  it  first.  Only 
now  is  research  beginning  on  the 
over-65  market.  Even  the  universities 
have  been  laggard  in  doing  research 
into  the  problems  of  the  aged.  The 
only  White  House  conference  on 
aging,  held  in  1961,  concentrated  al- 
most exclusively  on  Medicare. 

Cost  of  Ignorance 

This  lack  of  research  has  caused 
some  businessmen  to  make  costly  mis- 
stakes.  Del  Webb  Corp.,  for  example, 
was  quite  right  in  believing  that  a 
market  exists  for  homes  in  retirement 
communities,  but,  in  building  one  of 
its  Sun  Cities  in  Tampa,  Fla.,  it  failed 
to  recognize  a  basic  fact  about  the 
elderly:  They  want  to  live  in  com- 
munities where  they  can  make  friends, 
but  they  also  want  to  live  near  the 
action.    Explaining   why    the   Tampa 


Life  Begins  At?  Sure  fhe  elderly 
Tiusf  worry  about  illness.  But  there 
is  more  to  life  than  that.  There  is 
travel.  Who  else  has  the  time? 
There  is  education.  Professors  re- 
port that  the  elderly  are  most  stim- 
ulating students.  They  know  enough 
of  life  to  question  every  theory. 
And  a  woman's  vanity  seemingly 
never  ends.  "Old  age,"  says  one 
medical  specialist  in  geriatrics,  "is 
a    developmental    period    of    life." 


project  is  not  doing  well.  Vice  Presi- 
dent John  Meeker  declares:  "We're 
away  from  the  metropolitan  area." 

But  Webb  was  on  target  in  reading 
another  attitude  of  the  elderly:  They 
like  independence.  Webb's  organiza- 
tion sells  homes.  It  wants  no  part  of 
running  Sun  Cities.  Other  retirement 
horhe  developers  ran  into  bitter  argu- 
ments with  residents  of  cooperative 
"Cpmmunities. 

And  it  is  important  that  business 
know  the  elderly  want  to  buy  the  best. 
Bulova  Watch  Co.  discovered  this 
when  its  market  research  discouraged 
putting  a  low  price  on  a  watch  with 
large  hands  and  numerals  designed 
for  older  people  with  failing  sight. 
The  older  people  didn't  want  a  cheap 
watch.  This  was  probably  the  last 
watch  they  ever  would  buy.  They 
wanted  a  good  one.  Abercrombie  & 
Fitch  has  observed  the  same  phenom- 
enon: Older  men  buy  only  the  best 
in  fishing  rods  and  equipment. 

Similarly,  it's  the  older  people — 
55  and  up — who  buy  the  luxury  cars, 
the  Cadillacs,  Lincolns  and  Imperials. 
Says  Lucien  Di  Salvo,  who  does  mar- 
keting research  on  the  Cadillac  ac- 
count for  the  MacManus,  John  & 
Adams  advertising  agency:  "They 
look  for  riding  qualities,  quietness, 
size  and  prestige."  The  last,  he  says, 
is  especially  important,  because  it 
shows  the  owner  has  "made  it." 

Another  classic  mistake  was  made 
by  Heinz  Foods.  Heinz  observed  that 
many  elderly  people  ate  baby  foods. 
It  therefore  put  up  special  jars 
labeled  "Senior  Foods."  They  were 
a  dismal  failure.  The  elderly  preferred 
to  buy  baby  foods  labeled  "baby 
food"  and  explain  they  were  buying 
them  "for  the  grandchildren." 

Even  advertising  to  old  people  can 
be  tricky.  According  to  psychiatrist 
Weinberg,  old  people  automatically 
shut  out  the  snappier  action-  and 
jingle-filled  commercials  on  TV.  These 
are  assaults  on  waning  sensoiy  pow- 
ers and  not  to  be  tolerated  by  people 
wishing  to  conserve  those  powers  for 
more  important  things. 

Although  businessmen  as  a  group 
liave  been  slow  to  recognize  the  over- 
65  market,  and  though  some  of  them 
liave  come  a  cropper  owing  to  lack 
of  research,  this  is  not  true  of  all  of 
them.  A  notable  exception  is  Grey- 
hound. The  bus  company  recognized 
an  obvious  fact  that  has  steadily  been 
overlooked  by  other  transportation 
companies:  Old  people  have  nothing 
but  time  and  tlie\'  like  to  travel.  All 
their  lives  they  have  wanted  to  travel, 
but  they  couldn't  leave  the  office, 
they  couldn't  leave  the  kids.  Now 
they  can  go,  go,  go. 

Look    at    Greyhound's    ads:    They 
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What's 
behind  our 
middle  name  ? 


Plenty. 

Leasing  is  our  middle  name  But  there's 
another  one  which  describes  our  field  of 
business  —  automation. 

To  help  companies  achieve  more  effi- 
cient utilization  of  capital,  were  develop- 
ing new  concepts  for  applying  leasing 
techniques.  Our  approach  to  the  com- 
puter, for  instance,  is  not  only  as  a  ma- 
chine but  as  the  central  instrument  in  a 
variety  of  production  situations.  Wherever 
the  computer  has  assumed  control  of 
processes,  or  penetrated  the  goods  and 
services  producing  systems,  there  are  op- 
portunities to  lease  —  or  to  design  and 
lease  —  operations  that  formerly  had  to 
be  capital-consuming  or  manpower-con- 
suming parts  of  industry. 

These  computer-controlled  operations 
can  be  isolated  from  the  overall  manufac- 
turing operation,  whether  they  consist 
only  of  a  single  assembly  line  or  include 
an  entire  electric  power  plant.  They  com- 
prise an  automated  environment  —  an  en-- 
vironment  CLC  experts  work  to  analyze 
and  control.  And  the  applications  are  al- 
most endless,  ranging  from  assembly 
lines  to  refineries,  from  cargo  handling  to 
cosmetics  mixing. 
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We've  taken  a  number  of  important 
steps  lately  to  broaden  our  service  capa- 
bilities. For  one  thing,  we  ve  doubled  our 
siz.e  and  financial  base  by  acquiring  Stan- 
dard Computers  Incorporated.  For  an- 
other, we've  acquired  Bell  Equipment 
Corporation  and  Bell  Eastern  Corporation, 
companies  specializing  in  lease  and  sale 
of  equipment  for  construction  projects, 
and  in  engineering  of  automated  materials 
handling  systems  for  industrial  com- 
plexes. Did  you  know  that  handling  mate- 
rials can  constitute  as  much  as  half  the 
cost  of  making  something?  That's  where 
automation  counts. 

Right  now  we're  operating  in  North 
America,  South  America  and  Europe.  And 
we're  looking  at  additional  international 
expansion  .  .  .  soon! 

Leasing's  our  middle  name,  but  it 
doesn't  quite  tell  you  where  we're  going. 
What's  behind  it  does. 
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show  old  people  as  well  as  young 
riding  the  buses,  having  a  whale  of 
a  time.  The  result:  Older  people  now 
account  for  more  than  half  of  Grey- 
hound's bus  business. 

Another  company  that  has  pros- 
pered by  recognizing  the  fact  that 
older  people  like  to  travel  is  Boston's 
American  International  Travel  Serv- 
ice, which  now  does  a  business  of 
more  than  $50  million  a  year  in 
packaged  tours  for  people  between 
55  and  70.  Where  does  it  find  them? 
"Through  organizations  like  B'nai 
B'rith,  Masonic  lodges,  Knights  of 
Columbus  chapters,"  says  Senior  Vice 
President  Jordan  M.  Friedman. 

Some  companies  have  found  mar- 
kets where  no  one  might  have  ex- 
pected them.  Colonial  Penn  Group, 
Inc.  insurance  company,  which  sells 
life,  accident  and  auto  insurance, 
has  built  up  a  thriving  business  with 
the  elderly;  in  fact,  it  now  gets  more 
than  80%  of  its  total  business  from 
them.  The  elderly  also  are  a  good 
market  for  mutual  funds.  More  than 
one-fourth  of  the  2.7  million  holders 
of  fully  paid  mutual  fund  plans  are 
65  and  over,  and  fully  paid  plans  are 
about  two-thirds  of  the  $53-billion 
mutual  fund  business.  And  17%  of  the 
holders  of  New  York  Stock  Exchange 
issues  are  65  or  older. 

On  the  other  hand,  business  has 
left  some  other  markets  almost  un- 
tapped. This  is  true  not  only  of  the 
cosmetics  and  clothing  industries;  it's 
equally  true  of  the  furniture  manu- 
factuiers.  When  people  retire  they 
frequently  move  from  their  own  fam- 
ily home  to  a  small  apartment.  They 
want  everything  new;  for  psycholog- 
ical reasons,  the>'  find  this  important. 
Older  people  do  have  special  require- 
ments in  furniture,  but  the  manu- 
facturers by  and  large  have  ignored 
them.  They  started  pushing  rocking 
chairs  only  after  John  F.  Kennedy 
made  them  fasliionable.  They  started 
turning  out  hard  beds  only  when  the 
doctors  also  began  to  recommend 
them  for  the  young.  Some  smart  mar- 
keters, notably  Sears,  Roebuck,  do  sell 
furniture  that  is  really  modified  in- 
stitutional etjuipment  like  electric 
beds,  walkers  and  such.  But  e\en  for 
Sears,  admits  institutional  buyer  Leroy 
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Myer,  "there  are  no  good  figures.  I 
wish  I  knew  the  potential  market." 
Sooner  or  later,  business  always 
goes  where  money  is;  and  $40  billion 
is  quite  a  bit  of  money.  For  that  rea- 
son, the  over-65  market  is  unlikely 
to  remain  almost  untapped  for  long. 
Already  several  companies  have  be- 
gun to  study  the  possibilities  of  the 
market,  among  them  Interchemical, 
which  is  hoping  to  diversify  from  its 
•printing-inks  and  specialty  chemicals 
business  into  a  specialty  retail  mar- 
ket, perhaps  foods  for  the  elderly. 
Stouffer  Foods,  a  division  of  Litton 
Industries,  has  started  into  the  market 
of  providing  complete  meal  prepara- 
tion for  the  aged,  whether  they  live 
in  nursing  homes  or  retirement  com- 
munities. The  company  is  already 
serving  food  in  six  nursing  homes,  and 
institutional  sales  manager  Howard 
(Pete)  Elder  has  been  holding  pre- 
liminary talks  with  Retirement  Resi- 
dence Inc.  about  serving  food  in 
their  retirement  communities  on  the 
West  Coast.  Retirement  Residence  is 
a  unique  company:  In  association 
with  Utah  Construction  &  Mining, 
\\  hich  built  the  communities,  it  offers 


Checkers  Anyone?  Tennis  does 
not  necessarily  yield  wiih  age  to 
golf  and  then  to  checkers  as  these 
pictures  show.  Another  factor  thai 
helps  to  keep  the  elderly  fit:  They 
eat  less.  "If  middle-aged  Americans 
kept  their  weight  down,"  says  a 
medical  expert  on  aging,  "it 
would  do  more  for  longevity 
than    finding    a    cure   for    cancer." 


the  aged  lifetime  care — apartment, 
meal  service,  maid  service,  hospital 
service  and  educational  and  recrea- 
tional facilities.  Average  age  of  a  re- 
tirement resident  is  77. 

Elder  believes  the  market  for  serv- 
ing food  in  nursing  homes  and  retire- 
ment communities  is  potentially  close 
to  $1  billion.  "There  is  a  feeling  about 
this  geriatric  market,"  says  Elder, 
"that  many  special  diets  are  needed 
and   therefore  it  is  difficult  to  make 
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Send  the  most  cynical  member 
of  your  Plant  Location  Team 

to  SOUTHEAST  PENNSYLVANIA 


We'll  send  you  back  a  man  steeped  in  the  essential 
facts  and  figures  to  help  you  make  your  next  plant  site 
decision  a  lot  easier.  First-hand  knowledge  of  Southeast 
Pennsylvania  will  convince  the  most  cynical  that  we 
have  a  lot  going  for  industry.  Pending  his  visit,  here 
are  a  few  of  the  facts  and  figures  to  provide  a  quick 
preview. 


A  Market  of  25,735,000.  Inside  a  lOO-mile  radius 
of  Philadelphia  live  25,735,000  people.  This  works  out 
to  13%  of  the  population  of  the  whole  United  States.^' 
These  Southeast  Pennsylvanians  have  more  than  75 
billion  dollars  a  year  to  spend*-' 
(lo%  of  the  country's  total  buying 
power).  Philadelphia  by  itself  takes 
fourth  place  in  the  nation  in  general 
retailing  activity. 


m 


PENNSYLVANIA 


NEW  YORK 
CITY 


And  surely  this  is  the  place  to  point 
out  that  Southeast  Pennsylvania 
stands  at  the  heart  of  the  world's 
gieatest  megalopolis,  midway  between 
New  York  and  Washington. 

Transport.  Labor.  Land.  Three 

major  railroads  and  400  trucking 
firms  criss-cross  Southeast  Pennsyl- 
vania, where  120  shipping  lines  dock 
:  12%  of  U.S.  imports  and  exports^^) 
at  48  piers.  4  million  persons  use  14 
airlines  yearly. 
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Southeast  Pennsylvania  (area  in  red)  stands  at 

the  heart  of  America's  megalopolis.   Midway 

between  New  York  and  Washington. 


Living  costs  less  than  in  10  other  industrial  centers. 
15,000  scientists  and  engineers  do  more  than  $500 
million  worth  of  R  &  D. 

There's  still  land  available  in  more  than  500  individual 
sites  and  65  industrial  parks,  though  43  new  companies 
arrived  here  in  1967. 

And  Living  at  its  best.  Between  renascent  Phila- 
delphia and  its  beautiful  suburbs,  commuting  is  easy. 
Name  your  sport.  It's  here  in  Southeast  Pennsylvania. 
Drive  to  ocean  beaches  in  90  minutes.  It's  the  same 
to  mountain  skiing  and  fishing. 

So  send  us  your  man.  He  may  remain 
a  cynic  in  most  areas,  but  he  should 
have  warm  praise  for  Southeast 
Pennsylvania. 

Source: 

*"  U.S.  Bureau  of  the  Census. 
<2>   'Survey  of  Buying  Power," 
Sales  Management,  6/10/67. 
lyi  J  "'  U.S.  Department  of  Commerce, 

Bureau  of  the  Census. 


PHILADELPHIA    ELECTRIC 
COMPANY 

1000  Chestnut  Street,  Philadelphia,  Pa.  19105 

A  forward-looking,  investor-owned  company 

with  more  than  100,000  stocJcholders. 

Serving  Southeast  Pennsylvania  with 

the  help  of  atomic  power. 
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If  everything  AMSTED  Industries  makes 
was  as  beautiful  as  a  butterfly,  we'd  be  very 
apparent  to  the  public  eye.  But  when  you're 
looking  for  the  aesthetic,  rather  than  the  essen- 
tial, you're  apt  to  miss  such  things  as  freight 
car  trucks,  wheels,  springs,  and  couplers. 

Nevertheless,  AMSTED  products  do  get 
around.  They're  mo.*  often  beneath,  behind 
and  in  back  of  some  the  most  important 
services  in  our  econorny.  Because  what  we 
make  is  vital  to  the  railroads,  utilities  and 


industries,  we've  grown  to  36  plants  in  15 
states  and  Canada. 

During  a  recent  1 6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  $60  million  in  sales.  Sixty-five 
per  cent  of  our  business  is  now  in  non-rail- 
road products.  Total  sales  are  in  excess  of 
S230  million  a  year. 

/\insted 


Our  product  lines  include  such  essential 
Items  as  roller  chains  and  sprockets,  machine 
■tools,  wire  rope,  powdered  metal  products, 
prefinished  coil  steel  and  aluminum,  cast  iron 
pressure  pipe  and  vitrified  clay  pipe  for  water 
and  waste  transmission. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTED 
Industries,  Dept.  F-2,  3700  Prudential  Plaza. 
Chicago.  Illinois  60601 . 


INDUSTRIES 


AMERICAN  STEEL  FOUNDRIES   ■   BUPGESS-NORTON  MFG.  CO.  ■   DIAMOND  CHAIN  COMPANY  ■  GRIFFIN  PIPE  PRODUCTS  CO.  ■  GRIFFIN  STEEL  FOUNDRIES 
LTD.    ■    GRIFFIN  WHEEL  COMPANY    ■    LI .  .HO-STRIP  CORPORATION    ■    MACWHYTE  COMPANY    ■    PIPE  LINE  SERVICE  COMPANY    ■    SOUTH   BEND  LATHE 


it  ec-onomical.  The  problem  is  not  spe- 
cial diets,  it  is  getting  the  old  people 
to  eat  at  all."  Like  most  people,  the 
elderly  lose  the  desire  to  eat  if  all 
the\'  can  anticipate  are  the  same 
foods  prepared  without  imagination. 

Beatrice  Foods  also  is  exploring 
this  market.  That  is  why  it  recenth' 
acquired  Market  Forge  Co.  of  Ever- 
ett, Mass.,  a  supplier  of  microwave 
ovens  and  other  food-preparation 
gear. 

Wall  Street,  too,  is  beginning  to 
catch  on  to  the  possibilities.  Wild  buy- 
ing has  characterized  new  issues  in 
the  nursing  home  field.  The  compa- 
nies involved  are  chains  of  extended- 


care  facilities  that  have  mushroomed 
because  Medicare  will  cover  most  of 
the  first  100  days'  costs  of  patient 
care.  This  coverage  includes  interest 
and  depreciation,  which  can  be  ac- 
celerated, virtually  assuring  the  nurs- 
ing-home entrepreneur — and  his  bank- 
er— a  quicker  breakeven.  Wall  Street's 
response  has  been  fantastic.  For 
example.  Four  Seasons  Nursing  Cen- 
ters of  America,  Inc.  first  went  pub- 
lic last  May  at  $11  a  share.  It 
sold  recently  at  95S,  or  147  times  its 
65  cents  a  share  earnings  in  the  fiscal 
year  to  June  30,  1968.  Four  Seasons, 
founded  by  Oklahoma  construction 
men,    builds    and    operates    nursing 


homes  and  tries  to  insure  a  flow  of 
business  by  getting  local  doctors  to 
take  a  50%  equity  position  in  the  home. 

Obviously,  Four  Seasons  is  one  of 
the  more  wildly  priced  new  issues 
around  and  is  a  long  way  from  prov- 
ing either  its  success  or  its  staying 
power.  But  the  way  the  issue  caught 
on  was  proof  that  the  American  pub- 
lic is  becoming  aware  of  some  big, 
relatively   untapped  markets. 

It's  hard  to  believe  that  the  smart, 
almost  infinitely  diverse  U.S.  market- 
ing system  will  fail  to  come  up  with 
some  better  approaches  to  the 
burgeoning  over-65  market  than  nurs- 
ing homes  and  rocking  chairs.  ■ 


'THEY  ARE  STEALING  THINGS  FROM  ME' 


v.. 


"Aging  is  not  necessarily  a  disease, 
says  Dr.  Jack  Weinberg,  director 
of  the  Illinois  State  Psychiatric  In- 
stitute. "But  it  can  be  a  psychologi- 
cal refuge.  If  one  has  not  been  too 
successful,  or  if  one  wishes  to 
avoid  the  competitive  life,  then  he 
might  more  tjuickly  sa>,  'Well,  I 
am  getting  old.'  " 

Still,  80^  of  people  over  65  have 
some  kind  of  chronic  condition. 
This  mav  be  simply  failing 
eyesight  or  hearing.  But  one  in 
three  persons  over  65  has  some 
form  of  arthritis  or  rheumatism, 
more  than  one  in  six  have  heart 
trouble.  Mental  and  nervous  con- 
ditions afflict  one  in  ten.  And  just 
as  important  as  the  actual  diseases 
can  be  the  general  belief  that  with 
age  comes  inevitable  decay. 

"The  older  person  has  a  greater 
fear  of  loss  of  control  than  of 
dying,"  says  Weinberg.  "It  is  the 
fear  of  loss  of  mastery  and  being 
an  invalid,  having  one's  life  in  the 
hands  of  others. "  This  is  why  older 
people  often  resent  \  ounger  people 
doing  things  for  them.  "As  we  do 
things  for  them,  we  take  away 
their  mastery.  This  is  why  it  is  so 
common  to  hear  old  people  say, 
They  are  stealing  things  from 
me.'  " 

But  amazing  as  it  is,  even  to 
psychiatrists  like  Weinberg,  old 
people  manage  to  cope  with  fail- 
ing power  and  some  of  the  real 
losses  of  later  life.  Dr.  Weinberg 
has  found,  for  instance,  that  older 
people  conserve  their  powers  by 
excluding  stimuli.  This  does  not 
mean  they  exclude  the  world. 
"Some  call  it  wisdom,"  he  says. 
"What  does  it  mean?  Well,  take 
eyesight.  We  reach  the  acme  of 
our  visual  acuity  at  18  or  20.  After 
that  it  declines.  Yet  actually  we 
see  more  when  we  are  mature,  be- 


Jack   Weinberg 

cause  we  have  brought  to  that 
visual  acuity  a  sense  of  interpreta- 
tion and  judgment." 

And  to  the  occasional  dismay 
of  the  young,  older  people  do  have 
a  social  life,  most  of  it  at  centers 
for  the  elderly  or  retirement  com- 
munities. The  young  look  upon 
such  communities  with  scorn,  and 
perhaps  a  measure  of  fear,  like 
seeing  a  hearse  go  by.  But  as  one 
approaches  retirement  the  idea 
comes  to  have  more  appeal.  "Why 
not?"  says  one  expert  on  aging. 
"Older  people  live  among  their 
peers  just  as  other  people  do.  The 
higher  the  proportion  of  older  peo- 
ple where  they  live,  the  more  so- 
cial contact  they'll  have." 

Contact  is  important  to  the 
elderly,  and  more  than  social  con- 


tact. Dr.  Weinberg  points  out  that 
when  the  old  man  in  the  hospital 
bed  reaches  out  to  touch  the 
young  nurse,  "You  might  say  'the 
old  fool,'  but  actually  what  he 
wants  is  a  tactile  relationship.  Very 
often  their  preoccupation  is  not  so 
much  sexual  as  a  need  to  contact." 

As  to  the  inevitable  question  of 
sex  in  old  age.  Dr.  Weinberg  says 
simply:  "If  one  has  led  an  active 
sexual  life,  he  will  continue  to  lead 
an  active  sexual  life,  though  there 
will  be  a  diminution  in  the  drive. 
But  it  will  be  a  good  sexual  life. 
However,  again,  those  who  take 
refuge  in  old  age  can  hardly  wait 
until  they  get  old.  Then  they  have 
an  excuse." 

In  sexual  life  as  in  all  areas  of 
life,  how  an  individual  spends  his 
older  years  depends  on  what 
character  structure  he  has  built  up 
in  his  younger  years. 

"Patients  come  to  me,"  says 
Weinberg,  "and  say  'I've  lived  my 
life,  my  children  are  grown,  I  wish 
the  good  Lord  would  take  me.' 
And  I  say,  'You  have  not  in  any 
sense  fulfilled  your  obligation  to 
the  children  yet.  You  have  to  be 
a  model  for  them  in  the  way  you 
handle  your  life.  You've  got  to  con- 
tinue to  see  that  the  world  into 
which  you  brought  them  is  a  good 
place  for  them.'  " 

"The  fact  remains,"  says  Dr. 
Weinberg,  who  was  born  in  Russia 
and  came  to  the  U.S.  when  he  was 
14,  "that  unless  one  views  oneself 
as  part  of  a  continuum,  a  trans- 
mitter of  all  that  we  say  we  value 
in  life,  the  eternal  \erities,  then 
one  is  in  trouble."  And  the  doctor 
is  reassured  by  the  fact  that  of  the 
19  million  older  people  in  the  U.S., 
it  is  only  a  very  small  percentage 
who  are  in  trouble.  Old  age,  after 
all,  is  not  a  disease. 
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No  Flowers  Please 


There's  been  a  great  deal  of  concern  about  the 
future  of  Cummins  Engine.  Unnecessarily  so. 
The  company  is  well  on  the  road  to  recovery. 


Cummins  Engine  is  purring  again 
like  a  cat  with  a  bowl  of  cream;  and 
those  who  last  year  saw  only  disaster 
ahead  for  the  company  had  best  take 
another  look.  The  company  that  pi- 
oneered the  diesel  truck  engine  in 
1931  and  became  by  far  the  largest 
manufacturer  of  diesel  truck  engines 
in  the  U.S.  did  have  a  spectacular 
downturn  in  1967:  Earnings  plunged 
78%  on  a  decline  of  8%  in  sales.  So 
the  Cassandras  last  year  were  able 
to  have  a  ball.  In  April,  for  example, 
Sales  Management  printed  a  story  en- 
titled "Cummins'  Comeuppance  or 
How  Not  to  Sell  Diesels,"  charging 
the  company  with  a  stubborn  refusal 
to  make  what  foreign  customers 
wanted  to  buy.  In  August  Fortune 
came  up  with  its  own  diagnosis,  "The 
Cough  in  Cummins  Engine,"  which 
criticized  the  company  for  being  late 
with  new  products  and  tardy  in  going 
into  new  markets,  then  wondered  if 
Cummins  would  fall  victim  to  self- 
supplying  b>'  its  major  customers. 

Cough?  How  Not  to  Sell? 

The  facts  are  these:  Sales  for 
1968  were  an  estimated  $365  mil- 
lion, a  record,  up  nearly  20%  from 
$306.1  million  in  1967.  Despite  the 
surtax,  a  write-off  of  the  discontinued 
Frigiking  transport  refrigeration  line 
and  the  absence  of  any  investment 
tax  credit,  earnings  were  more  than 
$2.50  a  share — a  fine  recovery  from 
73  cents  in  1967,  though  still  short  of 
the  record  S3. 27  in  1966. 

By  year's  end  Cummins'  share  of 
the  heavy-truck  diesel-engine  market, 
which  was  down  to  44%  for  all  of 
1967,  was  again  at  the  50%  mark.  And 
Cummins  scored  a  big  breakthrough 
for  1969  when  General  Motors'  CMC 
division  announced  that  it  would  offer 
Cummins  engines.  Previously  CMC 
offered  only  its  own  diesels  or  those 
of  its  sister  CM  division,  Detroit 
Diesel.  Because  CMC  currently  is  the 
third-largest  U.S.  heavy-truck  maker 
(behind  International  and  White), 
Cummins  is  therefore  practically  as- 
sured of  ;  nother  three  to  five  points 
in  market  share. 

Cummins  Chairman  J.  Irwin  Miller 
drily  notes:  "For  years  our  only  com- 
petition was  Detroit  Diesel  and 
Mack  Trucks.  Then,  overnight,  we 
had  four  other  very  able  competi- 
tors— Perkins,  Caterpillar,  CMC,  In- 
ternational. Our  market  share  dropped 
below  40%.  I  take  some  pl^asvue  in 
that,   with   those    four   new   competi- 


Wishful  Thinking?  Cum- 
mins' big  failure  has  been  in 
selling  engines  for  medium 
trucks,  a  market  in  which  an 
English  company,  Perkins,  has 
been  notably  successful.  How- 
ever, Chairman  J.  Irwin  Mil- 
ler (above)  and  Vice  Presi- 
dent James  T.  Hackett  (be- 
low) are  confident  that  Cum- 
mins eventually  will  win  out. 


tors,  we  still  have  50%  of  the  market." 

Miller  insists  that  Cummins  wasn't 
late  with  new  engines  in  either  the 
medium-heavy  market  (26,000  to  33,- 
000  pounds  gross  vehicle  weight)  or 
the  heavy-heavy  market  (over  33,000 
poiinds  GVW).  "We  pioneered  the 
medium-heavy  market,"  he  says.  "In 
this  horsepower  range  our  engines  are 
the  world's  largest  sellers  and  the  only 
ones  in  unlimited  production."  What 
about  the  big  engines,  those  over  300 
borsepower?  Hasn't  Cummins  lagged 
behind  Detroit  Diesel?  "That's  just 
not  true,"  says  Miller.  "Both  Detroit 
Diesel  and  Cummins  introduced  these 
big  engines  in  1962.  Because  our 
technique  is  to  restrict  production  the 
first  two  years,  Detroit  Diesel  outsold 
us  in  this  range  from  1962  through 
1964.  Then  we  passed  them." 

Cummins'  plant  in  Darlington,  Eng- 
land, has  been  another  focal  point  of 
criticism.  Cummins  and  Chrysler  Corp. 
built  the  plant  as  a  joint  venture  in 
1963-64.  In  1968  Cummins  bought 
Chrysler's  share  for  $2  million.  "The 
plant  is  almost  entirely  on  schedule," 
says  Miller.  "And  it's  in  the  black." 

Cummins  believes  that  Europe  is  a 
great  potential  market  for  the  engines 
made  at  Darlington,  even  though  few 
have  been  sold  to  truck  makers  there. 
Says  James  T.  Hackett,  Cummins'  vice 
president  for  finance:  "There  are  25 
truck  makers  in  Europe,  and  all  try 
to  build  their  own  engines.  In  a  few 
years  the  industry  will  become  ration- 
alized as  the  production  of  engines 
is  concentrated  among  a  few  compa- 
nies. The  truck  makers  will  buy  big- 
ger engines  instead  of  developing  and 
building  their  own  because  it  will  be 
cheaper." 

Meanwhile  Hackett  considers  that 
Cummins  is  sitting  pretty  in  Europe, 
though  partly  by  accident.  "We  were 
five  years  too  early,"  he  says,  "but 
I'm  glad  we  didn't  delay.  The  Darl- 
ington plant  has  a  $42-million  book 
value  but  cost  us  only  $20  million 
because  of  government  grants.  And  if 
we  tried  to  replace  it,  it  would  cost 
us  $60  million." 

Beyond  the  Truck 

Despite  moves  into  other  markets 
and  products,  over  65%  of  Cummins' 
volume  still  comes  from  sales  of  truck 
engines  and  parts.  Sa\'s  Miller:  "The 
numerous  nontruck  markets — con- 
struction, farm,  industrial,  marine — 
all  together  about  equal  the  size  of  the 
truck  market.  So  our  aim  is  to  get 
all  the  truck  business  we  can  and 
build  up  the  rest  until  it  is  equal  to 
or  greater  than  our  truck  business." 

Hackett  adds:  "We  now  have  27% 
of  the  noncaptive  construction-equip- 
ment market.  But  in  past  years  we 
have  not  pursued  the  industrial  and 
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marine  markets  as  aggressively  as  we 
should  have.  We  are  now  setting  up 
a  separate  industrial  division  with  its 
own  assembly  line. ' 

What  about  product  diversification? 
"We're  not  interested  in  becoming  a 
conglomerate,"  Hackett  says.  "W'e 
have  skills  in  manufacturing,  metal- 
working  and  industrial  marketing. 
We're  interested  in  those  area?  of 
manufacturing  where  we  know  what 
we're  doing.  But  this  is  not  limited 
to  power  or  to  automoti\e  products." 

\Vhat  is  to  prevent  the  big  truck 
makers  from  successfully  producing 
their  own  diesel  engines,  just  as 
they  now  build  their  own  gasoline 
engines?  Miller  sees  several  reasons. 
One,  truck  makers  probably  would 
not  bu\'  diesels  from  one  another, 
whereas  they  do  buy  from  noncompet- 
itors,  such  as  Detroit  Diesel  and  Cum- 
mins. Two,  the  \olume  of  any  single 
truck  maker  would  not  justify  either 
the  cost  of  making  a  wide  line  of 
engines  or  the  cost  of  building  a  dis- 
tribution system  to  service  them.  Mil- 
ler claims  it  would  take  S80  million 
to  duplicate  Cummins'  network  of 
2,000  ser\ice  and  parts  outlets,  S125 
million  to  de\elop  a  new  line  of  en- 
gines and  production  facilities.  But 
most  important.  Miller  believes,  is  the 
rising  cost  of  R&D. 

Hurry-Up  Strategy 

"New  models  will  tome  out  faster 
than  ever  before,"  Miller  says.  "They 
will  be  obsolete  at  an  earlier  point. 
So  the  real  problem  is  going  to  be 
putting  out  more  production  earlier 
to  recover  costs  more  rapidly.  This 
puts  a  premium  on  R&D,  and  that's 
why  we've  built  this  up  oxer  the  last 
five  >ears. " 

Detroit  Diesel  takes  a  different 
view:  that  engine  design  will  evolve 
slowly,  and  the  market  life  of  any 
given  model  will  be  long.  But  if  Mil- 
ler is  right,  then  Cummins  indeed  has 
entrenched  itself  in  the  diesel  busi- 
ness. Even  if  turbines  replace  diesels 
for  some  uses.  Miller  believes  Cum- 
mins' new  joint  turbine  venture  with 
Garrett  Corp.  will  keep  it  on  top. 

Why  was  Cummins'  story  told 
so  badly  last  \ear?  One  reason  is  Mil- 
ler himself,  a  taciturn  man  who 
believes  it's  bad  business  to  say 
much  about  Cummins,  bad  manners 
to  say  much  about  the  competition. 
Pride  is  another  factor.  Cummins'  man- 
agement had  built  a  small-town  fam- 
ily-owned company  into  a  worldwide 
industry  leader  and  probably  didn't 
feel  obligated  to  make  explanations 
for  a  single  bad  year.  Says  Miller: 
"We  were  willing  to  take  a  shellack- 
ing in  1967.  Now  we  have  the  founda- 
tion. By  1970  all  the  pieces  will  be  in 
place."  ■ 
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Going  /ts  Own  Way 

Bell  Canada  may  be  kin  to  A  T&  T,  but  its  envi- 
ronment is  making  it  a  different  breed  of  cat. 


It  looks  like  American  Telephone  & 
Telegraph  Co.;  it  even  sounds  like 
AT&T.  But  Bell  Canada,  whose  5 
million  telephones  in  Ontario,  Quebec, 
Labrador  and  parts  of  the  Canadian 
North  comprise  65?  of  all  Canada's 
phones,  is  definitely  not  AT&T.  "Our 
services  are  about  the  same  as  Ameri- 
can Telephone,"  says  President  Robert 
C.  Scrivener.  "Our  rates  are  about  the 
same — we're  lower  for  local  calls  but 
higher  for  long-distance  ones.  The 
big  difference  is  Canadians." 

That  difference  has  only  become 
noticeable  in  the  last  few  years.  Until 
the  late  Fifties  the  two  companies 
were  as  alike  as  the  Bobbsey  twins. 
They  were  founded  about  the  same 
time  in  1879-80,  and  at  first  AT&T 
owned  50%  of  Bell  Canada.  That  per- 
centage has  been  reduced  to  2.1%  for 
two  reasons:  1)  AT&T  wanted  to  put 
its  money  in  the  faster-growing,  more 
populous  U.S.,  and  2)  Bell  Canada 
was  determined  to  increase  Canadian 
control  by  offering  stock  rights  to 
Canadians  only.  As  a  result,  95%  of 
the  company's  stock  is  now  in  Ca- 
nadian hands,  and  only  1.6%,  or  about 
563,000  shares  (traded  on  the  Amex), 
is  held  by  U.S.  residents. 

But  that  Canadian  control  is  less 
absolute  than  it  seems.  The  most  per- 
\asive  influence  in  telecommunications 
is  the  influence  of  technology,  and 
there  AT&T  speaks  with  a  powerful 
\oice.  Its  Western  Electric  subsidiary 
develops  and  licenses  or  manufac- 
tures the  overwhelming  bulk  of  the 
equipment  used  by  telephone  systems 
in  the  U.S.  and  Canada. 

Since  1957,  however.  Bell  Canada 
has  been  working  steadily  through  its 
own  Northern  Electric  subsidiary  to 
get  out  from  under  AT&T's  techno- 
logical thumb.  The  chance  to  break 
away  came  in  1957  when  Western 
Electric  decided  it  would  be  wise  to 
rid  itself  of  its  44%  interest  in  North- 
ern; a  year  earlier  WE  had  tangled 
with  the  U.S.  Justice  Department  over 
antitrust  questions.  Bell  Canada  took 
the  opportunity  to  buy  WE's  interest 
and  immediately  started  pushing 
Northern  as  an  independent  Canadian 
electronics  company. 

Although  it  still  licenses  technical 
information  from  WE,  Northern  has 
been  stepping  up  its  own  research  and 
product-improvement  program.  "From 
.spending  less  than  $1  million  on  R&D 
12  years  ago,"  says  Bell  Canada's 
Scrivener,  "Northern  is  now  spending 
about  $34  million.  Of  course,  AT&T's 


Bell  Telephone  Laboratories  are  ten 
or  12  times  larger.  But  we  need  our 
own  R&D  to  support  our  manufactur- 
ing and  to  meet  the  problems  of 
sparse,  scattered  population  centers, 
like  the  Canadian  North. "  Last  year's 
record  R&D  cost  was  8%  of  Northern's 
revenues  compared  with  the  initial 
budget  of  0.3%  in  1957.  Research 
personnel  has  grown  from  42  to 
1,600;  facilities,  one  lab  to  seven. 

More  Than  If  Seems 

What  do  Bell  Canada  and  North- 
ern have  to  show  for  going  their  own 
way?  Not  too  much,  at  least  so  far. 
Their  self-developed  electronic  com- 
ponents are  frequently  little  more  than 
variations  on  AT&T  themes — and  are 
often  delayed  in  introduction  because 
of  the  time  needed  for  licensing  and 
adaptation.  Northern's  sales  have  in- 
creased only  about  65%  to  some  $414 
million  in  the  eight  years  since  it 
started  publishing  its  own  financial 
statement;  and  while  its  earnings  are 
expected  to  be  some  $10  million  for 
1968,  they  have  bobbed  up  and  down 
in  the  past  like  a  Yo-Yo. 

But  there  is  more  promise  in  North- 
ern than  meets  the  eye.  Its  retained 


Look-Alikes.  Telephone  de- 
sign is  inherently  limiied,  so 
if's  not  surprising  that  Bell 
Canada's  new  Contempra 
(above)  looks  much  like 
AT&T's  Trimline.  But  some 
Bell  Canada  products  that 
are  different  are  finding 
good  overseas  markets,  in- 
cluding a  2,000-20,000-line 
electronic  switching  system 
that  is  cheaper  and,  says  Bell 
Canada,  more  reliable  than 
AT&T's     50,000-line     system. 
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The  company  changed 
before  the  name  did. 


We  had  to  change  our  name  to  keep  up  with  our  growth. 

Essex  Wire  started  out,  like  most  American  success 
stories,  making  one  product  —  wire.  Serving  one  indus- 
try —  the  automotive.  With  one  plant. 

That  was  38  years  ago.  Today  we're  a  broadly  di- 
versified corporation  producing  switches,  controls, 
safety  devices,  relays  and  a  multitude  of  essential 
products  used  to  route,  deliver,  control,  magnetize  and 
communicate  with  electricity.  We  also  produce  gas 
controls,  metal  products,  plastics  —  and  wire. 

With  10  integrated  divisions,  71  plants,  and 
19,000  employees,  we  serve  multi-market  indus-. 
tries  throughout  the  world:  electronic,  construe 
tion,  utility,  electrical  equipment,  automotive 
and  appliance  manufacturers  to  name  a  few. 

As  Essex  International,  we  are  235th  in  the 
top  500.  But  1 9th  in  terms  of  return  on  invest- 
ed capital  (22.6%  in  1967).  And  the  highest 
in  our  industry  in  net  profit  margin. 

We've  always  made  money.  We've  always  had 
growth.  Since  1962,  when  present  management 
took  hold,  sales  have  almost  doubled  (to  an 
estimated  $420,000,000  in  1968)  and  profits 
have  tripled.  Our  future  holds  no  limits. 

You'll  find  the  same  stock  exchange  symbol  — 
EXC  —  on  the  big  Board.  But  now  the  old  name 
doesn't  fit.  So  Essex  Wire  is  Essex  International, 
Fort  Wayne,  Indiana  46804. 

Write  for  our  1968  annual  report. 
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earnings  do  not  appear  in  Bell  Cana- 
da's figures  and  are  not  included  in 
its  rate  base.  The  $9.5  million  in 
di\"idends  that  Northern  paid  to  Bell 
Canada  last  year  amounted  to  8%  of 
Bell  Canada's  estimated  Sll.D-million 
net.  These  payouts  were  a  significant 
factor  in  Bell  Canada's  129?  earnings 
gain  since  1959  on  a  101?  rise  in  op- 
erating revenues  (estimated  to  be 
S758  million  for  1968).  By  contrast, 
over  the  same  period  AT&T  gained 
about  90?  in  revenues  and  80?  in 
earnings. 

Northern  faces  another  problem 
that  could  be  an  opportunity:  the 
relatively  small  size  of  its  captive  mar- 
ket. Only  54?  of  Northern's  sales  are 
li  to  its  parent  company.  By  contrast. 
Bell  S>stem  in  the  U.S.  accounts  for 
82?  of  Western  Electrics  volume, 
which  is  nine  times  Northern's 
to  start  with.  (Most  of  WE's  other 
business  is  in  defense.)  Northern  can- 
not hope  to  increase  its  sales  to  Bell 


Canada  much  faster  than  Bell  Canada 
and  its  13  operating  subsidiaries  grow; 
and  much  the  same  limitation  applies 
to  the  13%  of  sales  that  Northern 
gets  from  the  government-operated 
and  independent  telephone  compa- 
nies west  of  Ontario.  Nontelephone 
electrical  and  electronic  sales  in 
Canada  in  1968  were  24?  of  revenues. 

To  offset  the  limited  size  of  the 
Canadian  market,  Northern  is  begin- 
ning to  sell  communications  equip- 
ment in  the  U.S.  and  overseas  markets. 
Overseas,  Northern  can  offer  equip- 
ment based  on  U.S.  technology,  but 
at  competitive  prices,  because  Ca- 
nadian labor  costs  are  slightly  lower 
than  those  in  the  U.S.  And  it  doesn't 
have  to  compete  with  Western  Electric 
overseas  at  all,  because  WE  is  neither 
interested  in  manufacturing  for  export 
nor,  for  lack  of  capacity,  able  to. 

Sa\s  Scrivener,  "We're  doing  a  good 
business  now  engineering,  selling  and 
managing   telephone   systems   in   Eu- 


rope, the  Middle  East  and  Africa. 
This  to  us  is  what  defense  work  is  to 
Western  Electric."  True,  Northern's 
export  sales  in  1967  were  only  4% 
of  gross,  or  $16  million,  while  WE's 
14%  of  revenues  from  the  U.S.  Govern- 
ment ran  to  $518  million.  But  North- 
ern's export  business  should  yield 
better  margins  and  is  much  more 
capable  of  expansion.  In  fact.  North- 
ern's exports  last  year  ran  close  to 
10%  of  sales. 

In  the  long  run,  this  could  be  the 
most  interesting  result  of  Bell  Can- 
ada's decision  to  go  it  alone.  By  build- 
ing its  own  Canadian  supply  source 
skilled  in  the  design  and  manufacture 
of  telecommunications  equipment  for 
sparsely  populated  areas.  Bell  Canada 
could  become  one  of  Canada's  major 
exporters.  Whether  this  results  in 
lower  rates  for  Bell  Canada  subscrib- 
ers, or  higher  earnings  for  Bell  Canada 
stockholders,  or  both,  the  benefits 
would  be  nonetheless  impressive.  ■ 
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-FATHER  BELL 


Alex.\nder  Melville  Bell,  not 
Alexander  Graham  Bell,  is  the  im- 
portant name  in  telephone  history 
for  Canadians.  Melville  Bell,  Gra- 
ham's father,  moved  the  family 
from  Edinburgh,  Scotland  to  Can- 
ada in  1870  when  Graham  was  23 
years  old.  If  Melville  had  moved 
directly  to  the  U.S.,  Canada  would 
have  little  historical  pride  in  the 
invention  of  the  telephone,  and  Bell 
Canada  today  might  be  no  more 
than  an  AT&T  subsidiar\ . 

As  things  turned  out,  Graham 
Bell  was  working  in  the  U.S.  as  a 
British  subject  when  he  made  the 
first  successful  test  of  his  telephone 
in  1875.  However,  when  he  was 
issued  the  U.S.  patent  early  in  1876 
his  father  was  still  living  in  Brant- 
ford,  Ont.;  so  the  next  year  Father 
Bell  %\'as  assigned  control  of  the 
Canadian  patent.  Melville  Bell  then 
started  the  Canadian  phone  busi- 
ness by  renting  telephone  receivers 
to  whoever  \\antecl  to  install  his 
own  lines.  Three  years  later,  de- 
ciding to  move  to  the  U.S.  to  be 
nearer  his  son,  Melville  Bell  sold  his 
75?  interest  to  American  investors 
for  $100,000  (25?  was  already  in 
U.S.  hands).  The  Americans  ob- 
tained a  charter  from  the  Canadian 
government  through  Hugh  C. 
Baker  of  Hamilton,  Ont.,  and  Bell 
Canada  was  incorporated  in  1880 — 
one  year  after  AT&T  was  incor- 
porated in  Boston  as  National  Bell 
Telephone  Co.  When  the  new  Ca- 
nadian corporation  issued  stock, 
Canadians  soon  owned  50%. 


Meanwhile,  Graham  Bell  had  es- 
tablished his  residence  in  Washing- 
ton, D.C.  and  had  become  a  U.S. 
citizen  in  1882.  He  also  main- 
tained a  summer  home  in  Nova 
Scotia  and  continued  to  do  research 
in  both  the  U.S.  and  Canada.  De- 
spite his  international  fame  as  an 
inventor — including  pioneer  work 
on  voice  transmission  by  light  beam, 
which  is  only  now  nearing  reality 
with  the  laser — he  continued  to  re- 
fer to  himself  as  a  speech  teacher 
to  the  deaf,  the  profession  of  his 
father  and,  in  part,  his  grandfather. 

Bell  made  a  fortruie  from  his 
telephone,  both  from  stock  hold- 
ings and  from  patent  royalties.  At 
one*  time  in  the  1880s  his  tele- 
phone interests  were  estimated  to  be 
worth  $2  million.  Bell  built  a  spa- 
cious house  in  Washington.  He  was 
a  contributor  to  charitable  institu- 
tions, including  the  National  Geo- 


Melville 


Graham 


graphic  Society,  of  which  he  was 
the  second  president,  1899-1904. 

When  Alexander  Graham  Bell 
died  in  1922  his  wealth  was  re- 
ported merely  to  be  in  "excess  of 
$2,500."  The  amount  of  the  excess 
is  unknown  even  to  his  grandson. 
Dr.  Melville  Bell  Grosvenor,  now 
editor  in  chief  and  chairman  of 
the  National  Geographic  Society. 
"I  was  too  young  when  my  grand- 
father died, "  Dr.  Grosvenor  says, 
"to  be  involved  in  estate  matters. 
He  was  considered  well  off  or 
well  to  do,  but  not  wealthy  by  to- 
day's standards.  He  gave  a  lot  of 
money  away  and  spent  a  lot  on  his 
laboratory  in  Nova  Scotia.  He  had 
30  researchers  in  what  was  one  of 
the  first  R&D  plants." 

Whatever  the  Bell  fortune,  most 
of  it  was  in  his  wife's  name.  Mrs. 
Bell  owned  almost  all  of  the 
family's  telephone  stock.  She  also 
inherited  wealth  from  her  father, 
Gardiner  G.  Hubbard,  who  had 
financed  Graham  Bell's  work  and 
later  commercialized  the  telephone 
and  started  the  first  telephone  cor- 
poration. Dr.  and  Mrs.  Bell's  two 
daughters  shared  the  inheritance, 
but  little  trickled  down  to  the  nine 
grandchildren  and  25  great-grand- 
children because  of  estate  taxes 
and  the  Depression.  "My  father," 
says  Dr.  Grosvenor,  "managed  to 
save  my  mother's  inheritance,  and 
he  made  some  wise  investments" — 
which  would  appear,  in  the  long 
run,  to  be  even  more  profitable 
than  inventiveness. 
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The  Wyatt  Effect 

Oscar  Wyatt  had  the  ingenuity  to  build  Coastal  States 
Gas  into  a  new  kind  of  structure,  and  the  drive  to 
make    it   work.    Now   he   has   a    bigger    challenge. 


Some  say  Coastal  States  Gas  Pro- 
ducing Co.  is  lucky:  It  bought  Texas 
natural  gas  when  it  was  plentiful  and 
cheap,  and  reaps  the  reward  now  that 
it  is  scarce  and  rising  in  price. 

Others  attribute  Coastal's  spectacu- 
lar growth  since  its  founding  14  years 
ago  to  its  escape  from  the  Federal 
Power  Commission,  which  regulates 
prices  and  profits  on  gas  moving  inter- 
state. By  concentrating  on  buying 
Texas  gas  for  resale  and  use  inside  the 
state,  Coastal  escapes  FPC  regulation 
on  90%  of  its  gas-gathering  income. 

But  those  who  know  Coastal  best 
ascribe  Coastal's  profitability — an  av- 
erage 28.8%  return  on  equity  in  the 
last    five    years — and    its    growth — a 


16.3%  average  yearly"  increase — pri- 
marily to  Coastal's  44-year-old  presi- 
dent and  chairman,  Oscar  S.  Wyatt 
Jr.  Some  insist  that  he  never  sleeps. 
But  in  any  case,  he  remains  the  driv- 
ing force  behind  the  company  he 
founded  on  an  idea  back  in  1955. 

As  an  independent  gas  producer 
and  professional  engineer  in  the  Fif- 
ties, Wyatt  thought  he  saw  an  open- 
ing for  a  company  that  would  tap 
thousands  of  gas  wells  classified  as 
"shut-in"    because    of    inaccessibility. 

Wyatt  proposed  to  lay  small-diam- 
eter gathering  pipes  to  each  well. 
After  sufficient  daily  flow  had  been 
accumulated,  it  would  be  sold  on 
long-term    contracts     to    major    pur- 
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chasers  like  interstate  pipelines,  utili- 
ties and  municipalities. 

The  idea  had  occurred  to  others  be- 
fore, but  no  one  had  been  able  to 
finance  the  building  of  the  gathering 
lines — hardly  an  ordinary  kind  of  col-, 
kiteral.  By  solving  the  money  prob- 
lem, Wyatt  made  Coastal  States  Gas 
Producing  possible. 

Mortgaging    the   Spread 

^Vyatt  contracted  to  sell  gas  to 
major  Texas  users  over  20-year 
periods  at  fixed  prices.  Against  these 
contracts  he  backed  up  numerous  pur- 
chase contracts  with  small  gas  pro- 
ducers. By  subtracting  purchase  costs 
from  selling  price,  a  profit  margin 
could  be  estimated  quite  accurately 
after  allowing  for  operating  expenses. 
Wyatt's  key  achievement  was  per- 
suading both  Moody's  and  Standard 
&  Poor's  to  rate  bonds  primarily  se- 
cured by  these  back-to-back  contracts. 

Today  Coastal's  sales-contract  dif- 
ferentials approach  $1  billion  for  the 
next  20  years  before  deducting  15% 
for  operating  expenses.  The  future 
stream  of  contract  payments  gives 
Coastal  a  borrowing  base  in  excess 
of  $200  million.  Wyatt  has  borrowed 
up  to  the  hilt  against  it,  besides  plow- 
ing back  every  penny  of  earnings  to 
finance  Coastal's  expansion.  Coastal's 
long-term  contracts  give  it  the  sta- 
bility of  a  utihty  that  has  somehow 
managed  to  avoid  the  strictures  of 
regulation. 

This  heavy  use  of  debt  has  of 
course  leveraged  Coastal's  equity.  In 
the  last  five  years.  Coastal  averaged 
9.9%  on  total  capital  investment  but 
28.8%  on  equity  alone.  Consistent 
growth  in  revenues,  income  and  per- 
share  earnings  (see  chart)  has  raised 
Coastal's  stock  from  $20  to  $80  dur- 
ing the  last  two  years,  and  so  attracted 
financial  institutions  that  some  20%  of 
the  shares  are  in  portfolios  like  Man- 
hattan Fund,  Ivest,  U.S.  Steel  Pension 
Fund  and  Ford  Foundation  Fund. 

Of  late,  however,  dilution  has  been 
taking  its  toll  of  per-share  earnings 
growth.  In  the  last  12  months,  for 
instance,  net  income  rose  26.1%  but 
per-share  earnings  only  6.7%.  The 
same  has  been  true  to  a  lesser  extent 
for  the  last  five  years.  The  exercise 
of  warrants  issued  as  sweetener  in 
Coastal's  early  days — "the  last  of  the 
warrants,"  Wyatt  rejoices — accounted 
for  most  of  this  dilution. 

But  the  nature  of  the  game  is  also 
changing  as  the  prizes  get  bigger.  For 
example.  Coastal's  recent  15-year, 
$320-million  contract  with  Lone  Star 
Gas,  the  largest  in  the  company's  his- 
tory, was  a  real  coup.  But  such  coups 
also  raise  the  question  of  where 
Coastal  will  get  the  gas  reserves. 
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"Before  \\  yatt  announced  his  new 
pipeline  to  the  big  gas  fields  of  \\'est 
Texas  this  >ear,"  says  one  Texas  oil 
and  gas  operator,  "his  reserves  were 
beginning  to  look  a  little  slim.  Toda\', 
with  the  \%ay  gas  is  scarce,  a  customer 
is  not  so  much  interested  in  price  as  in 
whether  you'\e  got  it. "  Before  Wyatt 
backed  his  new  SoO-million  pipeline 
to  West  Texas  with  the  Lone  Star 
contract,  and  matched  the  extra  price 
he  paid  for  reserves  there  with  an 
equally  good  price  from  Lone  Star, 
it  seemed  that  W'yatt's  wonderful  ma- 
chine might  be  starting  to  sputter. 

New  Set  of  Rules 

"Now  that  W'yatt's  markets  are 
big,"  observes  a  competitor,  "he's  got 
to  c-ompete  for  the  major  fields.  Now 
he  has  to  play  the  rules  of  the  big  in- 
terstate pipelines  that  compete  for 
those  same  gas  reserves,  and  his  prices 
are  going  to  look  like  those  of  Hou- 
ston Natural."  The  1.9  trillion  cubic 
feet  that  Coastal  purchased  in  two 
contracts  from  the  big  West  Texas 
fields  is  a  far  cr\'  from  the  thousands 
of  tiny  contracts  with  "shut-in"  pro- 
ducers that  gave  Coastal  its  start. 

When  completed,  its  new  pipeline 
from  West  Texas  will  be  the  only 
intrastate  pipeline  bringing  West 
Texas  Gas  into  the  San  Antonio-Aus- 
tin areas.  The  eHect  of  the  new  pipe- 
line will  not  really  take  h(ild  until 
1970,  after  which  it  will  have  an  in- 
direct impact  on  the  gas-deficit  Gulf 
Coast,  where  Coastal  got  its  start. 
"When  the  West  Texas  line  is  built 
and  delivering  substantial  volumes," 
says  Wyatt,  "its  throughput  will  re- 
lease Gulf  Coast  gas  for  sale  or  use 
in  regional  markets.  With  the  present 
increased  demand  for  gas,  we  find 
ourselves  in  a  seller's  market  in  South 
Texas  and  on  the  Gulf  Coast.  We 
anticipate  making  new  gas  sales  in 
these  areas  at  differentials  substanti- 
ally higher  than  our  historical  spread 
of  4  cents  plus — and  in  many  of  these 
sales,  we  should  exceed  our  historical 
.average  spread  by  50'l  or  more." 

Last  >ear  Wyatt  bought  the  pipe- 
lines of  United  Gas  in  San  Antonio, 
after  beating  United  out  of  the  con- 
tract to  supply  the  city.  "We've  about 
pulled  in  our  horns  from  competing 
with  Wyatt,"  says  a  United  official. 

The  best  portents  for  Wyatt's  future 
are  his  past  accomplishments:  Build- 
ing Coastal  from  scratch  into  a  major 
gas  supplier,  and  in  the  process  mak- 
ing a  personal  fortune  of  close  to 
SlOO  million,  is  no  small  achievement. 
History  is  not  always,  of  course,  an 
accurate  guide  to  the  future.  But 
Wyatt,  still  working  at  his  usual  fever- 
ish pace,  seems  determined  to  make 
it  so  for  him.  ■ 
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Calling  All  Congressmen 

CA  TV  systems  are  going  to  have  to  pay  for  what  they're 
now  getting  for  nothing.  This  is  a  blow,  but  optimists 
in  the  industry  are  counting  on  Congress  to  help  them. 


As  USUAL,  the  pessimists  saw  only  the 
cloud;  the  optimists,  only  the  silver 
lining.  When  the  Federal  Communi- 
cations Commission  last  month  came 
out  with  its  new  regulations  for  the 
community  antenna  television  indus- 
try, stocks  of  such  leading  CAT\' 
companies  as  TelePrompter,  H&B 
American  Corp.  and  Vikoa  Inc.  took 
a  tumble.  And  President  Robert  H. 
Beisswenger  of  Jerrold  Corp.,  which 
not  only  operates  CATV  systems  but 
is  the  nation's  largest  manufacturer 
of  CATV  equipment,  grumbled: 
"These  rules  are  designed  to  keep 
CATV  permanently  in  the  valley." 
Silver  lining?  He  couldn't  see  any. 

Others  could,  including  Chairman 
Irving  B.  Kahn  of  TelePrompter, 
which  serves  the  northern  half  of 
Manhattan  Lsland,  and  President 
Charles  M.  Trimble  of  the  H&B  Com- 
munications division  of  H&B  Ameri- 
can, the  nation's  largest  CATV  sys- 
tems operator.  For  they  believed  the 
FCC  inadvertently  had  opened  the 
way  to  local  advertising  on  CATV, 
in  the  process  giving  it  a  new  source 
of  revenue. 

Said  Kahn:  "We'll  be  able  to  offer 
block-by-block  programming  to  take 
account  of  the  different  opinions  and 
interests  of  the  neighborhoods.  Then, 
if  Sam,  the  butcher,  wants  to  adver- 
tise, he'll  be  able  to  reach  his  market 
without  buying  the  rest  of  New  York 
City  as  he  must  do  now.  We  expect 
to  have  these  kinds  of  commercials." 

Added  Trimble:  "There  is  a  class 
of  people  who  cannot  now  afford  to 
advertise  on  television.  They'll  be  able 
to  advertise  on  CATV."  He,  too,  was 
speaking  of  small  neighborhood  mer- 
chants, service  stations,  supeimarkets, 
dry  cleaners  and  the  like. 

No  More  free  Rides 

The  attitude  of  the  pessimists  was 
based  on  the  fact  that,  under  the  new 
FCC  rules,  CATV  stations  operating 
within  35  miles  of  a  Top  100  market, 
which  is  where  85%  to  90%  of  the 
potential  audience  lives,  will  now  have 
to  pay  for  what  they  previously  got 
for  nothing.  Specifically,  the  FCC 
said  they  can  import  signals  from 
other  markets  only  with  the  permis- 
sion of  the  station  owners.  The  sta- 
tion owners,  of  course,  are  not  likely 
to  give  permission  except  at  a  price. 

What  particularly  bothers  the  pes- 
simists is  that,  as  the  rule  now  stands, 
they   have   absolutely   no   bargaining 


power.  The  FCC  put  all  the  bargain- 
ing power  in  the  hands  of  the  originat- 
ing stations  and  those  who  hold  the 
copyrights  on   the  programs. 

For  the  optimists,  the  silver  lining 
was  a  demand  by  the  FCC  that 
CATV  systems  originate  some  of  their 
own  programs  instead  of  merely 
transmitting  programs  from  TV  sta- 
tions. Significantly,  the  FCC  left  the 
question  of  financing  open.  The 
CATV  systems  have  two  alternatives: 
They  can  raise  fees  to  subscribers  or 
else  take  local  advertising.  They  nat- 
urally prefer  the  latter,  and  they  don't 
believe  the  FCC  can  stop  them  from 
taking  local  advertising.  Asked  Bill 
Daniels,  a  Denver  CATV  systems 
broker  who  also  operates  about  two 
dozen  CATV  systems  himself:  "Who 
is  going  to  tell  a  local  merchant  that 
he  cannot  advertise  if  he  wants  to? " 

In  the  final  analysis,  whether  the 
pessimists  or  the  optimists  are  proved 
right  will  depend  on  Congress — and 
the  odds  favor  the  optimists.  The  Sen- 
ate Judiciary  subcommittee  on  pat- 
ents, trademarks  and  copyrights  is 
scheduled  to  bring  out  a  revision  of 
the  Copyright  Law  of  1906  for  Sen- 
ate action  this  year.  The  major  reason 
for  the  revision  is  that,  in  1906,  there 
was  no  such  thing  as  commercial 
radio,  television  or  CATV.  The  sub- 
committee is,  therefore,  certain  to  set 
up  procedures  for  royalty  payments 
for  television  programs  and,  more  im- 
portant, procedures  for  compulsory 
licensing — meaning  that  a  cable-TV 
system  with  the  desire  and  money  to 
purchase  rights  to  a  TV  program  must 
be  sold  those  rights. 

The  chairman  of  the  subcommittee 
is  Democratic  Senator  John  L.  Mc- 
Clellan  of  Arkansas,  a  known  friend 
of  CATV.  Other  prominent  senators 
counted  among  cable  television's 
friends  are  Republican  leader  Everett 
Dirksen  of  ;  Illinois,  who  is  on  the 
Judiciary  Conmittee,  and  Democratic 
Senator  Jenjiings  Randolph  of  West 
Virginia,  ciiairman  of  the  Public 
Works  Committee,  which  dispenses 
the  federal  projects  that  can  make 
congressmen  feel  secure  back  home. 

So  the  optimists  seem  justified  in 
believing  the  subcommittee's  recom- 
mendations will  help  them,  if  only  by 
giving  them  bargaining  power  in  the 
purchase  or  right  to  pick  up  a  TV 
program. 

The  cloud  the  pessimists  see  is  real, 
but  the  silver  lining  is,  too.  ■ 
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Invisible  Earnings 


Say  most  corporate  bosses:  "It's  the  bottom  line  that  counts. 
Says  Uris  Corp.:  "We're  not  interested  in  profits  as  such. 


Most  IN^-ESTORS  and  speculators  think 
in  teims  of  earnings.  Are  they  going 
up?  How  fast?  What  multiple  will  the 
market  put  on  the  earnings? 

Real-estate  men  tend  to  think  in 
different  tenns.  They're  interested  in 
assets.  Earnings?  They're  just  some- 
thing you  have  to  pay  taxes  on. 

Uris  Buildings  Corp.  is  a  common 
stock  listed  on  the  New  York  Stock 
Exchange,  but  its  management  thinks 
like  real-estate  men  and  couldn't  care 
less  about  reported  earnings.  Uris  is 
the  country's  largest  publicly  owned 
investment  builder,  that  is,  it  is  the 
largest  builder  that  keeps  for  itself 
what  it  builds.  Since  World  War  II 
the  Uris  brothers,  who  just  went  pub- 
lic in  I960,  have  constructed  13  mil- 
lion square  feet  of  blue-chip  office 
space,  an  amount  equal  to  all  the  of- 
fice space  constructed  since  that  time 
in  Boston  and  Philadelphia.  Further- 
more, the  company  continues  to  own 
many  of  those  buildings.  Among  its 
prime  properties:  New  York's  Ameri- 
can Tobacco  Co.  Building,  J.C.  Pen- 
ney Building  and  the  RCA  Com- 
munications Building.  "We  won't  sell 
a  property  unless  there's  a  very  good 
reason,"  says  H.  Donald  Harvey, 
chairman  of  the  Uris  Finance  Com- 
mittee. About  the  only  "good  reasons" 
are  exceptionally  good  offers  or  ex- 
haustion of  the  depreciation  base — 
and  for  tax  reasons  this  takes  years. 

Uris  is  now  expanding  at  a  record 
rate.   "People   just  want  more   oflBce 


space, "  says  Uris  Administrative  Vice 
President  Frank  Firestone.  "It's  part 
of  affluence.  In  the  late  Forties  and 
early  Fifties  our  tenants  used  1 10 
square  feet  of  office  space  per  worker. 
Now  it's  up  to  200  square  feet  per 
worker."  Uris  has  long  concentrated 
on  Manhattan  in  its  building,  but  in 
the  last  few  years  it  has  branched  out 
to  Philadelphia,  Atlanta  and  to  the 
suburbs.  In  New  York's  Rockland 
County,  30  miles  from  Manhattan, 
Uris  is  building  4  million  square  feet 
of  suburban  office  space  that  will 
eventually  cost  about  SI40  million. 
"It's  not  that  we're  deserting  New 
York,"  Harvey  says.  "Far  from  it.  But 
the  demand  for  new  offices  is  spread- 
ing. \\'hen  we  built  3  Penn  Center 
Plaza  in  1955,  it  was  the  first  new 
office  building  in  Philadelphia  in  20 
years.  We  had  trouble  renting  it. 
Now,  buildings  are  going  up  all  over 
Philadelphia,  and  we  get  around  $7  a 
square  foot  in  rent." 

Earnings?   Dividends? 

With  this  kind  of  demand,  plus 
prosperity,  plus  inflation,  Uris  could 
be  rolling  in  profits.  But  it  isn't.  Its 
net  income  pops  up  and  down  from 
year  to  year.  In  the  fiscal  year  ended 
last  Sept.  30,  it  was  $3.3  miUion.  The 
year  before,  fiscal  1967,  it  was  $3.6 
million.  In  1966  and  1965,  it  was 
under  $2  million,  and  in  1964  it  was 
over  $4.5  million.  Any  old  fried  chick- 
en or  leasing  company  can  do  better 


than  that.  So  is  Uris  worried?  No. 
"An\one  interested  in  reported  earn- 
ings or  dividends,"  says  Uris'  Hai-vey, 
'shouldn't  invest  in  our  company." 

One  reason  is  that  Uris,  like  other 
real-estate  companies,  enjoys  the' 
blessings  of  depreciation.  That  is, 
money  is  set  aside  from  profits  and 
from  taxes  against  the  day  when  the 
building  is  worn  out.  In  actuality,  of 
course,  the  building  usually  becomes 
-more  valuable  rather  than  less,  but 
this  added  value  is  not  shown  in  the 
profits  column.  As  far  as  the  tax 
collector  is  concerned  it  wears  out, 
and  so  most  of  the  profits  count  as 
depreciation  flow  and  are  not  taxed. 

Uris  is  run  pretty  much  like  a  sole 
proprietorship,  which  it  almost  is. 
Harold  and  Percy  Uris  each  own 
about  30%  of  the  company's  stock. 
Each  of  the  two  blocks  is  worth 
about  S55  million,  so  the  Uris  broth- 
ers spend  precious  little  time  worry- 
ing about  how  to  increase  their  in- 
comes. 

Rather  they  are  interested  in  min- 
imizing their  incomes  and  maximizing 
their  fortune  over  the  long  run.  It  is 
like  a  game  of  "Monopoly"  in  that 
you  must  retain  only  enough  cash 
so  that  you  don't  get  into  trouble. 
But  most  of  your  money  you  reinvest 
in  land  and  buildings.  The  man  who 
hoards  cash  usually  goes  under. 

The  big  difference  is  that  in  "Mo- 
nopoly" the  person  who  acquires  the 
most  properties  usually  wins,  and  the 
game  is  over.  W'ith  Uris  Building,  the 
game  never  ends.  Nevertheless,  there 
are  a  couple  of  ways  to  tell  if  Uris 
is  winning.  One  is  cash  flow.  Accord- 
ing to  the  Internal  Revenue  Code,  it 
isn't  profits  and  therefore  isn't  taxable. 
(Continued  on  page  41) 


Lef  There  Be  Office  Space.  1$  New  York  obsolete?  Such 
ideologues  as  Marshall  McLuhan  believe  fhaf  electronic 
technology  has  made  big  central  cities  unnecessary.  The 
idea  is  thai  people  can  live  away  from  the  city  and, 
with  the  help  of  TV  and  electronics,  do  their  work  at 
home  or  in  a  suburban  or  exurban  building.   But  Uris 


is  betting  millions  that  the  big  city  is  here  to  stay. 
"People  used  to  say  that  the  Wall  Street  area  was 
dead,"  says  Uris  Vice  President  Frank  Firestone.  "Then, 
David  Rockefeller  built  Chase  Manhattan's  new  head- 
quarters there,  and  now  the  area  is  thriving."  Shown  be- 
low are  three   Uris  buildings   in   the   Wall  Street  area. 
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(Continued  from  page  36) 
But  as  far  as  the  banks  are  concerned, 
it  is  money  and  increases  Uris*  bor- 
rowing power.  Uris  Buildings'  cash 
flow,  after  holding  at  about  $10.5  mil- 
lion a  year  from  1964  through  1966, 
spurted  to  S12.6  million  in  1967  and 
S14.5  million  last  year.  This  cash  flow, 
le\  eraged  by  borrowing  on  it  at  a  rate 
of  nearly  14  for  one,  has  allowed  Uris 
to  begin  the  biggest  construction  pro 
gram  in  its  history.  It  is  building  three 
new  major  buildings  in  Xew  York,  plus 
the  Rockland  County  project.  "The 
projects  we're  working  on  now,"  Har- 
\e>  says,  "will  add  up  to  about  10 
milhon  square  feet  of  office  space." 
That  is  an  amount  equivalent  to  al- 
most twice  the  office  space  built  in 
New  York  in  a  typical  year. 

Another  measurement  is  growth  in 
assets.  But  that  doesn't  really  show  up 
either.  Because  it  must  write  down 
the  value  of  the  buildings  as  it  de- 
preciates them,  the  book  value  behind 
Iris'  shares  goes  up  as  slowly  as  do 
earnings.  But  the  growing  value  of 
these  retained  buildings  can  allow 
Uris  to  refinance  a  building  at  more 
than  100%  of  its  original  cost,  giving 
it  more  cash  with  Nv-hich  to  construct 
more  buildings. 

Unglamorous   Product 

No  matter  how  much  underlying 
values  climb,  the  stock  market  today 
is  interested  in  reported  earnings. 
Some  institutions  have  recently  be- 
come interested  in  real  estate  and  Uris 
stock  has  risen  from  16  to  55  in  the 
past  two  years.  Even  so,  its  total 
market  value  of  its  3.5  million  shares 
adds  up  to  only  about  $190  million, 
13  times  cash  flow.  Many  of  today's 
hot  new  issues,  with  a  tiny  fraction 
of  Uris'  assets,  sell  for  a  good  deal 
more.  Brokers  can  rarely  say  of  Uris: 
"I  hear  earnings  will  be  up  X  next 
quarter." 

Uris  is  a  good  company.  It  has  its 
own  experts  in  engineering,  construc- 
tion, law,  taxes,  building  management 
and  a  number  of  other  fields  required 
to  build  and  own  giant  office  sky- 
scrapers. If  the  real-estate  business 
and  inflation  continue  to  boom  at 
their  current  rates,  the  day  may  come 
when  assets  and  market  values  are  even 
more  important  than  reported  earn- 
ings. Stock-market  fashions  change, 
and  if  assets  ever  become  the  vogue, 
Uris  Building  has  more  real  assets 
than  companies  whose  total  mar- 
ket values  are  several  times  as  great. 
It  has  many  things  going  for  it: 
inflation,  population  pressures — and. 
building  knowhow.  But  earnings  and 
earnings  growth?  No  thanks.  Uris 
would  rather  see  those  property 
values  grow.  And  grow.  And  grow.  ■ 
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The  Look-Alikes 

National  Gypsum  and  Flintkote  started  out  as 
two  very  different  companies,  but  diversifica- 
tion has  made  them  /ook-a/ikes.  Until  now,  that  is. 


Odious  comparisons  are  often  the 
most  revealing.  Take  three  diversified 
multicompanies  with  similar  product 
lines  in  the  building-materials  indus- 
try: U.S.  Gypsum,  National  Gypsum 
and  Flintkote.  "Flintkote?"  says  one 
National  executive  in  an  injured  tone, 
"we  usually  compare  ourselves  with 
U.S.   Gypsum." 

His  reaction  is  understandable. 
Once-acquisitive  Flintkote  has  been 
selling  off  more  properties  than  it  has 
been  buying  in  recent  years,  while 
archconservative  industry  leader  U.S. 
Gypsum  is  starting  to  diversify.  Since 
National  is  also  embarked  on  a  new 
acquisition  spree,  comparisons  with 
Flintkote's  less-than-worid-shaking  ex- 
perience are  distasteful. 

The  fact  is,  however,  that  as  each 
has  diversified.  National  and  Flintkote 
have  come  to  resemble  each  other 
more  and  more.  Both  have  about  the 
same  volume.  In  1967  Flintkote's  sales 
were  $296.4  million.  National's  $254 
million.  They  have  similar  growth  pro- 
files. Since  1959  Flintkote's  sales  have 
increased  a  mere  $43.4  million,  17.2%, 
National's  only  $27.6  million,  12.2%. 
Both  have  lost  ground  in  earnings  over 
the  period.  National's  net  has  fallen 
from  $25.6  million  in  1959  to  $16.5 
million  in  1967,  Flintkote's  net  from 
$15.1  million  to  $9.3  million.  And 
both  have  equally  below-average  prof- 
itability. Flintkote's  return  on  equity 
has  averaged  7.4%  over  the  past  five 
years.  National's  6.9%.  This  against  a 
building-materials  industry  median  of 
10.9%,   12.4%  for  the  top  500. 

If  National  Gypsum  objects  to  the 
comparisons,  Flintkote  does  not.  Says 
Flintkote  President  George  J.  Pecaro, 
ticking  off  common  product  lines  of 
the  two  companies — cement,  gypsum, 
tiles  and  insulation:  "You'll  find  a 
very  good  comparison  here." 

"Dead  Rot" 

Now  the  two  companies  are  travel- 
ing in  different  directions:  Flintkote 
is  cutting  back  on  diversification  at 
the  very  time  that  National  Gypsum 
is  increasing  diversification.  Flintkote's 
Pecaro  has  been  selling  off  properties 
the  company  built  and  acquired  in 
earlier  days.  "Dead  rot"  is  how  he 
describes  them  now. 

"There's  been  a  continual  cutting 
away  of  unprofitable  businesses," 
Pecaro  explains.  "I  dumped  a  folding- 
carton  operation  up  in  the  Bay  area 
[Los    Angeles    Folding    Carton,    sold 


to  Western  Kraft  Coip.].  And  also 
a  paper  mill  that  1  sold  to  Kaiser 
Cement  &  Gypsum  Corp.  a  few  years 
ago.  And  I  think  Pete  Hass  [Kaiser 
president]  publicly  admitted  they 
made  a  mistake  buying  it  when  they 
did  [Forbes,  }^ov.  15,  1966].  And 
you'll  recall  a  couple  of  years  ago  I 
got  out  of  a  very  great  part  of  the 
roofing  business.  And  just  last  May  I 
sold  off  our  Overseas  Group  [to  Shell 
Petroleum  Co.].  What  the  hell  is 
the  glory,  staying  in  a  business  if  you 
can't  make  money  out  of  it?" 

Acquisitions  Cubed 

Meanwhile,  at  National  Gypsum, 
Chairman  Colon  Brown  is  pushing 
his  new  "cube  concept" — a  rationale 
for  diversification.  He  says  he  is  in- 
terested in  buying  companies  that 
make  products  which  contribute  to 
any  habitable  enclosure  of  space.  "A 
cube  has  12  surfaces,"  Brown  ob- 
served recently.  "It  encloses  a  space 
and  is  surrounded  by  space.  It  is  an 
entity  that  creates  an  environment, 
and  it  exists  within  an  environment." 

In  other  words.  Brown  hopes  to 
diversify  further  within  the  building- 
materials  and  related  industries.  Its 
most  recent  acquisition  of  smallish 
Binswanger  Glass  Co.  (1967  sales: 
$31  million),  a  producer  of  construc- 
tion glass  and  curtain  walls,  is  an  im- 
portant step  in  that  direction.  National 
now  has  taken  down  an  additional 
$50  million  that  can  be  used  for  addi- 
tional acquisitions. 

Flintkote?  With  four  classes  of-  pre- 
ferred out,  it's  interested  in  simpli- 
fying its  balance  sheet,  not  in  com- 
plicating it  further.  A  few  years  ago 
Pecaro  used  proceeds  from  the  prop- 
erties he  sold  to  pay  off  his  creditors. 

Musing  on  his  problems,  Pecaro 
obsei-ves:  "You  know,  1  can't  believe 
that  some  of  these  people  who  are 
bringing  in  all  these  companies  aren't 
just  compounding  their  problems,  pil- 
ing up  a  heap  of  troubles.  We  have 
not  gone  the  acquisition  route  the 
past  few  years  because  1  was  trying 
to  digest  what  I  had.  It's  taken  us  a 
long,  long  time  to  find  adequate  peo- 
ple within  these  organizations  and  to 
bring  them  into  a  team  effort  rather 
than  an  individual  effort." 

Will  National  Gypsum  find  diversi- 
fication a  less  painful  process  than 
Fhntkote  did?  Has  Flintkote  learned 
from  experience?  The  next  few  years 
will  give  the  answers.  ■ 
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Faces  Behind  the  Figures 


J.    Frank    Forster 


The  Price  Isn't  Right 

"People  are  always  saying  to  me," 
says  J.  Frank  Forster,  president  of 
New  York's  giant  Sperry  Rand 
Corp.,  "  'You  say  you  are  acquisi- 
tion-minded, but  you  aren't  doing 
anything  to  pro\e  it.  What  you 
really  need  to  put  >oti  over  is  two 
or  three  big  acquisitions.'  Well,  it's 
better  to  do  nothing  than  to  get 
something  you  don't  want  or  cant 
cope  with.  We  learned  to  say  no." 
A  case  in  point  is  Sperry  Rand, 


which  was  the  outcome  of  the 
biggest  and  most  clumsily  con- 
ceived merger  of  the  mid-Fifties. 
For  a  decade  it  floundered,  and 
only  in  the  past  two  years  has 
Forster  gotten  earnings  in  a  firm 
upward  trend.  Thus  he  knows  that 
the  acquisition  game  is  no  snap. 
Says  he:  "Unless  we  can  say, 
'Here  is  something  that  fits  into 
our  strategy,'  we  shouldn't  think 
of  making  an  acquisition." 

Forster  also  makes  it  clear  that 
price  is  as  great  a  problem  as 
"fit."  "If  a  company  sells  for  12 
to  15  times  earnings,  there  is  a 
reason  for  it,  usually  its  rate  of 
growth.  That  isn't  going  to  change 
overnight  just  because  it  becomes 
part  of  a  bigger  company."  That 
is  one  reason  Sperry  looked  at 
Commercial  Credit  before  Con- 
trol Data  took  it  over,  but  Forster 
decided  against  making  an  offer. 

Forster  isn't  saying  "never"  to 
acquisitions.  But  he  is  saying:  "Not 
until  the  price  is  right."  And  if 
the  price  never  does  become  right? 
Well,  with  a  strong  position  in  the 
computer  business,  in  specialized 
farm  machinery  and  in  hydraulic 
equipment,  Sperry  Rand  has  plenty 
of  room  for  growth  from  within. 
And  with  a  fairly  clean  balance 
sheet  and  a  stock  selling  at  a  com- 
fortable 25  times  earnings,  the 
company  has  plenty  of  fiscal  flexi- 
bility. Who  can  blame  Frank  For- 
ster for  not  rushing  headlong  into 
the  acquisition  sweepstakes?  ■ 


The   Dropout   Who  Made   Good 

When  Kirk  Kerkorian  made  a  ten- 
der offer  for  1.5  million  shares  of 
Western  Air  Lines,  the  common 
reaction  was:  "Who's  he?"  Not 
in  Las  Vegas,  however.  Next  to 
Howard  Hughes,  Kerkorian  is 
Vegas'  leading  citizen.  A  tall,  dark 
man  of  51,  he  owns  the  Flamingo 
Hotel  and  63  acres  adjacent  to  the 
city's  Convention  Center,  where  his 
investment  company  is  building 
another  hotel,  the  Las  Vegas  Inter- 
national, with  1,500  rooms,  a  huge 
casino,  seven  dining  halls  and  a 
2,000-seat  showroom.  Cost:  $50 
million.  Quite  aside  from  this, 
Kerkorian  owns  over  1  million 
shares  (332%-4%)  of  San  Francisco- 
based  Transamerica  Corp. 

Born  in  Fresno,  Calif.,  the  son 
of  Armenian  immigrants,  Kerkorian 
had  to  quit  school  in   the  eighth 


'  grade  during  the  Depression  to 
help  support  his  family.  In  1939 
he  started  a  steam  car  wash,  and 
in  his  spare  time  learned  to  fly  and 
got  a  commercial  license. 

When  World  War  II  broke  out 
he  joined  the  Air  Force,  at  first 
training  pilots,  then  ferrying  lend- 
lease  aircraft  to  England. 

Kerkorian  saved  enough  money 
in  the  Air  Force  to  buy  a  surplus 
DC-3  after  the  war.  Starting  a  com- 


Kirk  Kerkorian 


pany  named  Los  Angeles  Air  Ser- 
vice, he  soon  was  flying  passengers 
and  cargo  all  over  the  world.  In 
1959  he  changed  the  company's 
name  to  Trans  International  Air- 
lines. 

Last  March  Transamerica  Corp. 
bought  TIA  for  $141  million.  Ker- 
korian got  1.8  million  shares  of 
Transamerica.  He  later  sold  780,- 
000  of  these  shares  for  $36.9  mil- 
lion. 

Kerkorian's  first  venture  in  Las 
Vegas  was  in  1955,  when  he  in- 
vested money  in  a  hotel.  In  1962  he 
bought  some  property  on  the  Strip. 
Ceasar's  Palace  was  built  on  it 
and  he  became  the  hotel's  land- 
lord. The  venture  made  him  bul- 
lish about  "the  whole  business  of 
travel,  entertainment  and  leisure 
time."  He  owns  a  lavishly  furnished 
Douglas  DC-9,  in  which  he  re- 
cently took  a  group  of  celebrities 
to  Europe  and  back.  ■ 
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Meshulam  Riklis 


Le  Conglomerate,  C'est  Moi 

Meshulam  Riklis  is  a  45-yeai-old 
Turkish  immigrant  who  has  put  to- 
gether in  httle  more  than  a  decade 
a  •$1.4-billion  agglomeration  based 
on  whiskey,  variety  stores,  ladies 
apparel,  movie  houses  anu  others 
ranging  from  Leeds  Travelwear  to 
Otasco-Economy  Auto  Stores.  Con- 
trol of  the  whole  rests  in  Rapid- 
American  Corp.,  a  small  operating 
company  with  huge  investments. 
But  is  Riklis  a  conglome.i.tor?  He 
says  no. 

Each  of  his  companies,  he  says, 
specializes.  But  he  adds:  "I  am  a 
conglomerate.  Me,  personally.  I 
cover  the  whole  thing." 

He  has  a  point. 

Rapid-American  owns  51%  of 
McCrory  (the  percentage  could 
rise  to  65%  if  a  recent  tender  offer 
succeeds),  and  McCrory  owns  15% 
of  Glen  Alden  (under  another 
tender.  Rapid  could  wind  up  with 
a  53%  direct  and  indirect  interest). 
Glen  Alden  owtis  88%  of  Schenley 
Industries.  Meshulam  Riklis  per- 
sonally owns  more  than  11%  of 
Rapid-American  and  through  that 
he  effectively  controls  all  three 
corporations.  Thus,  this  particular 
multicompany  is  a  matter  of  pure 
leverage — and  Rikhs  admits  it. 
"You  may  be  interested  in  work-, 
ing  your  head  off  without  the  bene- 
fits that  go  with  it,"  Riklis  ex- 
plains, "but  I'm  not.   Rapid  is  so 


built  as  to  enable  me,  a  small  man, 
to  own  a  big  percentage." 

Thus,  with  a  personal  investment 
of  about  $26  million,  Riklis  ef- 
fectively controls  assets  worth  $807 
million.  Quile  a  feat  for  a  man 
who  started  on  pure  enthusiasm.  ■ 


Groundless  Fears 

Robert  Stuart  had  a  tough  prob- 
lem with  an  extremely  simple  an- 
swer. The  problem:  One  by  one, 
the  nation's  canners  were  going  in- 
to making  their  own  cans  instead 
o£  continuing  to  buy  them  from 
the  billion-dollar  American  Can 
and  Continental  Can  or  from  Stu- 
art's own  smaller  National  Can 
whose  sales  last  year  were  about 
$250  million. 

There  was  an  easy  way  out: 
Buy  up  smaller  canners  and  there- 
by get  a  captive  market.  But  how 
would  his  customers  react?  The  re- 
sponse could  have  been  disastrous. 

Stuart  thought  about  it  long  and 
hard  before  he  made  the  plunge. 
He  first  bought  a  pet-food  canner 
because  "it  was  safe;  it  wouldn't 
threaten  our  big  fruit  and  vege- 
table markets."  To  his  suiprise, 
there  were  no  protests.  He  bought 
another.  Still  no  protests.  He's 
since  bought  three  fruit  and  vege- 
table canners.  He  realizes  now  that 
his  fears  were  groundless. 

To  explain  it.  National  Can's  47- 
year-old  president  thinks  his  cus- 


tomers actually  welcomed  the  idea 
of  National  Can  becoming  a  canner 
itself.  The  food  business  is  highly 
competitive  anyway,  but,  he  says, 
it's  better  to  have  competition  from 
a  financially  stable  company  than 
from  a  shaky  one.  "In  time  of 
trouble — such  as  a  bumper  harvest 
when  prices  fall — small,  financially 
shaky  canners  have  no  choice  but 
to  go  out  and  dump.  We  don't.  We 
add  stability  to  the  market." 

With  a  sigh  of  relief  that  his 
fears  didn't  materialize  (and,  per- 
haps, a  note  of  wishful  thinking), 
Stuart  adds:  "Our  competition  is 
not  a  threat — you  really  could  say 
it's  beneficial."  ■ 
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Faces  Behind  the  Figures 


George  G.  Z'ipt 


Bottlenecks 

George  G.  Zipf,  48,  has  completed 
his  first  year  as  president  and — 
since  September — chief  executive 
of  Babcock  &  Wilcox  Co.,  the  boiler 
and  steam-systems  manufacturer. 
It  wasn't  a  very  good  year.  When 
he  stepped  up  to  the  job  from  ex- 
ecutive vice  president  in  December 

1967,  B&W  was  ending  its  best 
year:  sales,  $625  million;  earnings, 
$3.3.2  million  or  $2.69  a  share. 
When  the  figures  are  published  for 

1968,  sales  will  still  be  about  $625 
million,  but  earnings  may  dip  some 
1.5%  to  $2.30  a  share — unless  the 
fourth  quarter  was  miraculously 
better  than  the  first  three. 

Zipf's  problem:  trying  to  salvage 
B&W's  nuclear-reactor-vessel  busi- 
ness. Anxious  to  grab  more  of  the 
nuclear-power  market  that  it  had 
virtually  abandoned  in  1962  after 
building  the  U.S.'  second  commer- 
cial atomic  plant,  B&W  two  years 
ago  became  a  major  subcontractor 
for  reactor  containers  for  Westing- 
liouse  and  General  Electric.  But 
B&W  apparently  took  more  orders 
than  it  could  fill.  It  shipped  its  first 
vessel  to  GE  in  November,  12 
months  behind  schedule  and  way 
below  profit  expectations. 

Zipf  has  not  yet  solved  all  the 
problems.  Of  the  11  vessels  now 
in  production  at  Mt.  Vernon,  Ind., 
ten    are    reported    behind    sched- 


ule. Orders  for  18  more  are  on  the 
books  through  1971.  But  until  the 
bottlenecks  are  broken,  chances  of 
delivering  the  remaining  orders  on 
time — and  on  profit  target — aren't 
good.  George  Zipf  has  his  work 
cut  out  for  him.  ■ 


Turnaround  Man? 

Last  month  Air  Canada,  one  of 
the  largest  airfines  outside  the  U.S., 
picked  43-year-old  lawyer  Yves 
Pratte  as  its  new  chief  executive. 
Pratte  replaces  Gordon  McGregor, 
a  67-year-old  Eddie  Rickenbacker 
type  who  downed  5/2  enemy  air- 
craft in  World  War  II  (he  shared 
one  kill)  and  was  three  times 
Canada's  top  amateur  pilot  before 
joining  Air  Canada  in  1945.  In 
Canada  as  in  the  U.S.,  the  tech- 
nicians are  replacing  the  old  en- 
trepreneurs. 

But  why  Pratte,  who  has  had  no 
airhne  experience?  The  answer 
probably  lies  in  Air  Canada's  prob- 
lems. In  the  first  half  of  the  Sixties, 
Air  Canada's  capital  expenditures 
averaged  only  $43  million  per  year. 
In  the  next  ten  years  it  will  prob- 


ably spend  roughly  a  billion  dollars 
for  airbuses,  Concordes,  SSTs  and 
other  planes. 

But  unlike  U.S.  airlines.  Air  Can- 
ada is  government  owned.  Its  rela- 
tively small  borrowing  in  the  past 
was  done  through  Canadian  Na- 
tional Railways.  But  Air  Canada  is 
outgrowing  its  parent  and  must 
soon  start  raising  its  own  money. 

That  will  be  Pratte's  job  and  it 
will  be  a  big  one.  And  to  fully 
utilize  the  new  equipment  Pratte 
will  probably  try  to  convince  the 
Canadian  government  to  give  Air 
Canada  more  overseas  routes.  But 
it  will  be  a  fight:  Some  of  these 
are  presently  promised  to  its  small- 
er privately  owned  competitor, 
Canadian  Pacific  Air. 

It  is  likely  that  Pratte  will  also 
prepare  the  way  for  partial  public 
ownership  of  Air  Canada.  That 
will  take  some  work  too.  For  one 
thing.  Air  Canada's  profit  margins 
have  been  a  skimpy  1%.  In  1967, 
for  example,  it  earned  only  $3.5 
million  on  revenues  of  $346  mil- 
lion. Which  makes  it  look  as 
though  Pratte's  No.  One  job  will 
be  a  corporate  turnaround  to  make 
Air  Canada  more  attractive  to  in- 
vestors  and  moneylenders  alike.  ■ 


Yves  PraUe 
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Yesterday's  Battle  Today 

If  some  railroad  managements 
seem  a  trifle  19th-centur\,  they  are 
nonetheless  positively  go-go  com- 
pared with  railroad  labor.  As  a  re- 
sult, the  incoming  Xixon  Adminis- 
tration may  get  a  really  bad  rail 
labor  crisis  within  a  month  or  two 
after    taking   oflSce.    Right    in    the 


John   P.   Hiltz  Jr. 


middle  will  be  John  P.  Hiltz  Jr., 
who  was  merged  out  of  his  job 
in  1967  as  president  of  Delaware 
&  Hudson  and  now  heads  the  Na- 
tional Railway  Labor  Conference. 
Hiltz,  57,  will  speak  for  the  in- 
dustry. Speaking  for  labor  will  be 
Charles  Luna,  head  of  the  United 
Transportation  Union,  formed  last 
year  by  merging  four  rail  unions. 

Luna  is  out  to  show  his  new 
members  how  rough  and  tough  he 
is.  For  his  part,  Hiltz  represents  an 
industry  with  a  $5.8-billion  labor 
bill  and  only  $575-million  profits. 

The  present  fight  is  about — 
again — the  railroad  firemen.  The 
fireman's  job  was  to  tend  the  boiler 
in  the  old  steam  locomotives. 
When  the  railroads  switched  to 
diesel  locomotives,  firemen  were 
expected  to  join  blacksmiths  and 
lamplighters  in  the  long  list  of  de- 
funct occupations.  But  while  the 
railroads  are  100%  diesel,  nearly 
17,000  firemen  still  ride  the  rails. 

Except  to  give  the  engineer 
someone  to  chat  with,  a  fireman  is 
about  as  useful  in  a  diesel  as  a 
blacksmith  in  an  auto  repair  shop. 


but  the  railroads  spend  S150  mil- 
lion a  year  to  employ  them.  This 
after  ten  \ears  of  bargaining,  and 
a  Presidential  Commission  which 
in  1963  recommended  that  they  be 
phased  out  as  unnecessary. 

Not  only  do  the  unions  want  the 
present  17,000  firemen  to  stay, 
they  insist  that  the  roads  take  back 
another  18,000  they  have  already 
dismissed.  The  railroads,  deter- 
mined to  make  at  least  minimal 
progress  against  featherbedding, 
are  equally  determined  to  retire  or 
shift  them  to  other  jobs.  Only  a 
miracle  can  avoid  a  strike  situation. 

Says  Hiltz;  "We're  fighting  for 
survival.  We've  got  to  get  our  labor 
costs  down."  Luna  can't  afford  to 
compromise.  President-elect  Nixon 
and  Secretary  of  Labor-designate 
George  Shultz,  please  note.  ■ 


Only  in  Germany? 

They  used  to  say  it  could  happen 
"only  in  America,"  but  it  happens 
in  other  countries,  too,  these  days: 
Japan,  Britain,  Germany.  A  young 
man  goes  into  business  on  a  shoe- 
string, grows  big  almost  overnight. 

That's  the  story  with  Heinz  Nix- 
dorf,  43,  a  brisk  Westphalian  whose 
Nixdorf  Computer  has  recently 
invaded  the  U.S.  market  for  small 
(under  $60,000)  computers.  Nix- 
dorf is  the  sole  proprietor  of  what 
is  probably  now  a  $25-million-a- 
year  business.  He  is  sole  owner  for 
a  simple  reason:  No  one  would 
go  ,in  with  him.  He  recalls  ap- 
proaching his  former  teacher,  Dr. 
Walter  Sprick  of  the  University  of 
Frankfurt.  "He  wouldn't  join  me," 
Nixdorf  recalls,  "because  he  did 
not  believe  that  two  men,  alone, 
could  start  such  a  business."  That 
was  in  1952.  Nixdorf,  then  27, 
quit  the  German  subsidiary  of 
Remington  Rand.  His  concept  was 
almost  too  simple:  There  were 
thousands  of  businesses  that  could 
use  a  small  computer  but  had  no 
earthly  use  for  a  big  one.  With  a 
$7,500  loan  from  a  big  utility  com- 
pany and  a  sparsely  furnished  loft, 
Nixdorf  went  to  work. 

In  the  first  year  he  sold  about  a 
dozen  systems.  He  expanded 
steadily  to  the  point  where  he's 
now  making  more  than  5,000  ma- 
chines a  year.  Yet  until  last  year, 
few  had  heard  of  Nixdorf,  even  in 
Germany.  One  reason:  He  did  no 


Heinz  Nixdorf 


advertising,  selling  his  computers 
mostly  to  other  companies  such  as 
Cie.  des  Machines  Bull  who  built 
them  into  larger  units. 

Nixdorf  has  a  peculiar  combina- 
tion of  talents.  He  was  so  sharp  in 
mathematics  that  he  was  excused 
from  the  subject  at  high  school. 
In  college  he  studied  physics  and 
took  some  courses  in  business  ad- 
ministration. "This  gave  me  the 
confidence  to  start  my  own  busi- 
ness," he  says. 

Nixdorf  is  making  a  splash  these 
days  not  only  in  Germany  but  in 
the  U.S.  as  well.  He  landed  a  $25- 
million  order  with  Chicago's  Victor 
Comptometer  Corp.  for  10,000 
small  computers  and  electronic 
desktop  calculators  to  be  shipped 
over  three  years.  Probable  next 
step:  a  public  offering  of  securities 
to  finance  further  expansion.  ■ 
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An  inlerview  with  John  J.  McCloy 


We've  wondered  for  a  long  time:  Why  is  the  German  mark  strong  when  the 
pound  sterling,  the  franc  and  even  the  dollar  are  under  pressure?  We 
couldn't  think  of  a  better  man  to  ask  than  John  J.  McCloy.  Only  two  decades 
ago  Germany  was  an  economic  shambles.  One  man  who  knew  Germany 
then  and  who  witnessed  the  German  revival  is  McCloy.  Now  a  partner 
in  the  prestigious  Wall  Street  law  firm  of  Milbank,  Tweed,  Hadley  &  McCloy, 
he  was  High  Commissioner  of  Germany  from  1949  to  1952.  Before  that 
he  was  president  of  the  World  Bank;  later  he  was  chairman  of  both  the 
Chase  National  and  the  Chase  Manhattan  banks.  At  73,  McCloy's  knowl- 
edge of  Germany  goes  all  the  way  back  to  World  War  I  when  he  was  a 
captain  in  the  Army  and  saw  the  devastation  of  the  country. 


Every  day  in  every  way  the  Ger- 
man economy  keeps  getting  stronger 
and  stronger.  In  the  flight  from  the 
franc  and  the  pound,  where  did  the 
money  go?  Mosthj  to  Germany.  Ger- 
many consistenthj  runs  a  halance-of- 
payments  surphis.  What  is  the  Ger- 
man secret? 

McCloy:  It's  a  difficult  question  to 
answer  simply,  but  let  me  start  by 
suggesting  this:  That  when  people 
say  there  is  something  special  about 
the  German  character,  they  may  be 
right.  There  is  something  special.  The 
Germans  generally  hhe  to  work  and 
they  are  good  workers.  I  don't  want 
to  draw  invidious  comparisons,  but 
they  are  more  industrious  perhaps 
than  the  people  of  some  other  nations. 
This  characteristic  can  be  exaggerated 
in  terms  of  how  much  more  efficient 
they  are  tlian  other  nations,  but  they 
do  have  this  basic  characteristic. 

Surehj  this  can't  be  the  tchoJc  ex- 
planation for  the  strength  of  the  Ger- 
man economy. 


McCloy:  No,  of  course  not.  There 
are  other  reasons,  but  one  is  related 
to  what  I  just  said.  There  has  been 
very  little  loss  of  production  in  Ger- 
many as  a  result  of  strikes  and  work 
stoppages.  The  German  likes  to  work; 
he  doesn't  like  to  strike;  there  have 
been  very  few  prolonged  strikes  in 
Germany.  The  labor  unions  are  pretty 
strong,  but  they'll  do  things  like  this: 
They'll  stage  a  big  demonstration  in 
the  morning  to  dramatize  their  de- 
mands, then  rush  back  to  work  in  the 
afternoon.  A  prolonged  strike  for  in- 
creased wages  is  rather  a  rarity.  The 
labor  imions  are  more  concerned  with 
Mithcstimmungsrecht,  which  is  con- 
trol— or  rather,  a  share  in  the  con- 
trol— of  the  corporation.  They  are 
more  concerned  about  that,  I  think, 
than  about  frequent  raises  in  wages. 

How  do  you  explain  that? 

McCloy;  In  part,  I  think,  it's  biecause 
the  Germans  have  a  terrible  dread  of 
inflation.  Twice  in  the  lifetime  of 
many   Germans  inflation  has   robbed 


As  I  See  It 

The  German  hates  to 
strike  because  he 
likes  to  work. 

them  of  their  property.  I  witnessed 
both  inflations,  and  I  tell  you,  infla- 
•tion  can  be  worse  than  any  depres- 
sion. What  is  more,  even  young  Ger- 
mans who  didn't  experience  either  in- 
flation learned  about  them  from  their 
parents.  Today  in  Germany  a  poli- 
tician can  go  out  and  get  votes  simply 
by  denouncing  inflation.  Over  here  a 
politician  gets  votes  by  proposing  new 
ways  of  spending.  This  is  the  real  con- 
trast. 

But  the  Germans  aren't  exactly  liv- 
ing abstemiously.  Their  tourists 
swarm  all  over  Europe.  Their  crowds 
look  sleek  and  well  fed. 

McCloy:  No,  the  Germans  are  not 
living  in  penury.  The  German  worker 
— he's  got  a  house  and,  like  as  not, 
he's  got  a  TV  set.  He  has  a  little 
Volkswagen.  He  takes  a  little  vaca- 
tion, goes  down  to  Italy.  He's  not 
suffering,  but  he's  not  constantly 
reaching  for  something  more.  He's  not 
head  over  heels  in  debt  because  he 
wants  something  more.  He  enjoys  the 
good  things  in  life,  but  he  fears  spiral- 
ing  wages  because  he  knows  spiraling 
wages  lead  to  spiraling  costs,  and  he 
fears  inflation.  He  got  this  fear,  I 
sometimes  think,  at  his  mother's 
breast. 

What  other  reasons  are  there  for 
Germany's  economic  strength? 

McCloy:  I  don't  think  we  should 
underestimate  the  importance  of  the 
influx  of  workers  from  East  Germany 
after  World  War  II.  This  goes  back 
20  years,  and  it  doesn't  relate  to  the 
immediate  situation,  but  it  was  a  tre- 
mendous factor  in  the  resurgence  of 
the  German  economy.  These  refugees 
were  anxious  to  work.  They  had  to 
keep  body  and  soul  together.  They 
were  ready  to  work  for  almost  any 
wages.  They  were  ready  to  take  any 
job  that  came  along.  And  they  were 
men  with  skills.  They  knew  how  to 
make  the  things  the  world  needed  in 
that  period  following  the  devastation 
of  the  war. 

I  mentioned  earlier  that  prolonged 
strikes  ha\'e  been  a  rarity  in  German}'. 
The  existence  of  this  vast  body  of 
refugees  might  have  been  a  reason 
for  this  in  the  years  following  the  war. 

The  refugees  have  long  since  been 
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absorbed.  They  are  now  indistinguish- 
able jrom  the  rest  of  the  German 
tcorking  population.  However,  in  re- 
cent years  Germany  has  been  import- 
ing labor  from  countries  such  as  Itahj 
and  Spain  with  much  lower  wage 
scales.  Don't  these  people  have  the 
same  effect  on  the  economy  as  the 
refugees  did — that  is,  don't  they  keep 
wages  down  and  discourage  strikes? 

McCloy:  There  has  been  an  em- 
igration of  labor  into  Gennany,  but 
some  of  the  workers  have  been  going 
back.  Germany  is  getting  to  the  point 
where  there  is  almost  a  shortage  of 
labor.  What's  more,  the  Germans  have 
been  paying  the  foreigners  the  reg- 
ular going  wages.  They  can't,  I  think, 
be  said  now  to  be  exploiting  the  for- 
eign workers. 

Would  you  say,  then,  that  German 
wage  costs  are  relatively  Jtigh? 

McCloy:  Well,  I'm  inclined  to  think 
— I'm  not  really  qualified  to  testify  to 
this,  but  I  think — that  probably  wages 
in  Germany  have  been  kept  a  little 
lower  than  productivit\  output  would 
justify,  perhaps,  in  this  respect,  a  little 
bit  lower  than  in  the  U.S.  or  France 
or  some  of  the  other  nations  of  Eu- 
rope. If  this  is  true,  it  would,  of  course, 
be  a  factor  in  Gemiany's  balance-of- 
payments  suiplus,  for  it  would  tend 
to  decrease  demand  at  home,  lessen- 
ing the  need  for  imports  and  increas- 
ing the  nation's  ability  to  export.  In 
that  respect  Germany  is  very  much 
like  Japan.  The  Japanese  also  are  a 
highly  industrious  people,  who  prob- 
ably don't  receise  as  much  in  wages 
as  their  productivity  justifies. 

Some  time  ago  we  interviewed  our 
former  ambassador  to  Toyko,  Edwin 
O.  Reischauer.  He  said  that  one  rea- 
son for  Japan's  economic  strength  is 
that  in  Japan,  labor,  the  employers 
and  government  all  work  together. 
This  is  particularly  easy  because  it's 
customary  for  corporation  executives 
to  quit  at  a  relatively  early  age  to 
join  the  government.  Does  that  situa- 
tion obtain  in  Germany  too? 

McCloy:  Not  to  anything  like  the 
same  degree.  Like  France  and  Eng- 
land, Gennany  has  an  official  govern- 
ment class.  They  have  not  come  up 
into  the  government  from  corpora- 
tions. They  have  been  trained  for 
government  as  such.  On  the  other 
hand,  you  do  have  a  sense  of  associa- 
tion: the  worker  with  his  employer, 
the  employer  with  the  government. 
It's  not  an  Uncle  Tom  situation.  The  • 
German  worker  likes  his  lathe,  he 
likes  the  company  for  which  he  works, 
he  likes  the  community  in  which  he 
lives.  He  associates  himself  with  them. 
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December  16,  1968. 
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This  announcement  is  neither  an  offer  to  sell 

nor  a  solicitation  of  an  offer  to  buy  any  of 

these  shares.  The  offer  is  made  only  by  the 

Prospectus. 

NEW  ISSUE 
$9,000,000 

APACHE 

OIL  &  GAS 

PROGRAM 

1969 

(Apache's  22nd  consecutive 
offering) 

Offered  where  state  laws  permit 

at  $15,000  per  unit,  or  in  any 

multiple  of  $5,000. 

TO  INVESTORS 
SEEKING  TAX   SHELTER: 

By  the  purchase  of  a  unit  of  in- 
vestment in  Apache  Oil  &  Gas 
Program  1969  you  will: 

■  Be  accorded  the  tax  bene- 
fits of  oil  and  gas  explora- 
tion investments. 

■  Have  Apache's  full  techni- 
cal staff  available  to  man- 
age your  funds. 

■  Test  20-40  oil  and  gas  pros- 
pects with  varying  degrees 
of  risk,  thereby  spreading 
and  diversifying  your  risk. 

Apache  Oil  &  Gas  Program 
1969,  a  limited  partnership,  is 
specifically  designed  for  those 
whose  income  tax  bracket  is  in 
excess  of  50%. 

APACHE 
OIL  PROGRAMS,  INC. 

A  Subsidiary  of  Apache  Corporation 


1 


BOSTON  •  CHICAGO  •  DETROIT 

MINNEAPOLIS  •  NEW  YORK 

ST.  LOUIS  •  WASHINGTON,  D.C. 

LOS  ANGELES 


See  your  broker  or  send  the  coupon  to: 

Apache  Oil  Programs,  Inc. 

1900  Foshay  Tower 
Minneapolis,  Minn.  55402 

Send  me  the  current  prospectus  on 
APACHE  OIL  AND  GAS  PROGRAM  1969 


Name_ 


Address_ 
City 


State. 


Isn't  one  reason  for  the  strength  of 
both  the  German  and  Japanese  econ- 
omies the  fact  that  we  destroyed  much 
of  their  industry  during  World  War 
11?  They  had  to  rebuild  from  scratch, 
and  that  gave  them  a  more  modern 
plant  than  we  have. 

McCloy:  The  devastation  of  the 
boinbing  was  a  factor,  but  not  as 
much  as  it's  credited  with  being. 
In  the  first  place,  the  devastation 
wasn't  as  complete  as  most  Americans 
think.  Aerial  boinbing  simply  isn't  that 
effective.  Second,  while  the  bomb- 
ing and  the  rehabilitation  did  give  the 
Germans  an  initial  advantage — the 
first  plants  they  put  up  after  the  war 
were  more  modern  than  anything  we 
had — 20  years  have  passed  since. 
Other  countries  have  overcome  that 
advantage.  The  Marshall  Plan  also 
helped  plant  modernization  through- 
out Europe  and  Britain. 

German  factories — some  German 
factories — are  in  some  respects  more 
efficient  than  ours,  but  not  because  of 
the  bombing.  They've  done  things  in 
machine  tools — well,  let  me  put  it 
this  way — I  think  Servan-Schreiber's 
book  exaggerates  the  gaps.  The  U.S. 
is  ahead  of  Europe  technologically  in 
some  things — computers — but  not  in 
other  things.  The  Germans  have  very 
highly  developed  techniques;  they 
have  a  great  deal  of  technological 
ingenuity.  No,  Germany's  competitive 
strength  is  not  the  accident  of  the 
devastation  of  the  war.  The  Germans 
are  highly  competitive  because  they 
are  skilled  and  they're  imaginative. 


We  could  have  a  more  efficient 
plant  if  our  unions  didn't  resist  auto- 
mation. Hoiv  do  the  German  workers 
feel  about  it? 

McCloy:  I  don't  believe  the  Germans 
have  the  resistance  to  automation  that 
we  find  here.  They  like  machines. 
They're  interested  in  them.  So  are  the 
Italian  workers,  by  the  way.  They're 
disposed  to  the  introduction  of  new 
devices. 

These  pecidiarifies  of  the  German 
character  certainly  are  causing  trouble 
in  the  toorld.  By  making  the  mark  so 
strong,  they've  unsettled  the  world 
monetary  system. 

McCloy:  Maybe  so,  but  it's  really 
rather  difficult  to  say  to  the  Germans: 
"Look,  you've  been  prudent,  and  we 
are  not  prudent.  It's  incumbent  on 
you  to  introduce  a  little  imprudence 
into  your  economy  so  that  we  can 
continue  being  imprudent."  This  is 
not  a  very  good  wicket  on  which  to 
approach  the  Germans.  It's  interest- 
ing to  me  that  in  Bonn  [during  the 
recent  conference  on  the  crisis  of  the 
franc],  in  the  speeches  that  were 
made  putting  the  pressure  on  the 
Germans  to  revalue  the  mark,  each 
man  who  got  up  made  a  point  of  dis- 
claiming that  he  was  trying  to  urge 
on  the  Germans  more  inflation  so  that 
the  countries  suffering  from  inflation 
could  continue  with  their  inflation. 
The  fact  that  they  said  it  so  many 
times  made  me  feel  that  they  were  a 
little  on  the  defensi\  e  in  this  respect. 

We  particularly  shouldn't  get  mad 
at  the  Germans.  They  had  an  inflation- 
ary situation  back  in  1964-65.  They 
promptly  took  the  necessary  measures 
to  halt  it,  all  the  classic  measures.  We 
knew  18  months  ago  that  we  should 
do  something  about  our  problems.  We 
didn't.  We  waited.  We  finally  took 
steps  to  halt  the  inflation  a  year  late. 
Should  we  get  mad  at  the  Germans, 
accuse  them  of  high  crimes,  because 
they  did  the  right  thing  at  the  right 
time  and  we  were  a  year  late,  be- 
cause they  were  more  prudent  and 
more  ready  to  do  some  self-disciplin- 
ing? 

Maybe  not,  but  it  has  become  ac- 
cepted that  the  prosperous  nations 
have  some  responsibility  to  the  less 
prosperous.  We  have  a  foreign-aid 
program,  which,  incidentally,  helped 
to  rebuild  Germany.  The  English  and 
the  French,  too,  have  spent  money  on 
foreign  aid. 

McCloy:  Yes,  I  do  think  we  have  a 
right  to  ask  of  the  Germans,  to  re- 
quest of  the  Germans,  that  they  use 
their  suipluses  for  investment  over- 
seas. We  are  so  greatly  interdependent 


48 


FORBES,  JANUARY  15,  1969 


Hf  FFT  "^^^'^  ^'  ^^"9*^"'  ^^'  (7  minutes  old!) 
1"  JjIj  1  Another  steady  customer  for  Cement 

for  construction,  and  Potash  to  make  things  grow. 

Each  new  human  that  appears  in  the  world  creates  new  demand  for  cement  and  potash  . . .  the  products  of 
the  principal  divisions  of  Ideal  Basic  Industries,  Inc.  ■  Through  the  Ideal  Cement  Company  Division,  a 
plentiful  and  economical  supply  of  portland  cement  is  made  available  to  the  nation's  builders.  Where  cities 
are  being  rebuilt,  where  new  cities  are  growing,  on  the  nation's  farms  and  highways,  portland  cement  is 
a  basic  building  material,  fundamental  to  all  construction.  ■  Potash,  from  the  Potash  Company  of  America 
Division,  is  helping  to  enrich  millions  of  acres  of  America's  farmland  . . .  growing  the  food  and  fiber  to  feed 
and  clothe  the  people  of  America.  ■  Today  and  tomorrow,  meeting  the  essential  needs  of  people  is  a 
primary  objective  of  Ideal  Basic  Industries. 


<^®0    IDEAL    CEMENT   COMPANY 


Potash  Company  of  America 


Since  December  31.   1967.  Divisions  of 

IDEAL  BASIC  INDUSTRIES,  INC. 

IDEAL  CEMENT  BUILDING     •    821    17TH   STREET     •     DENVER.   COLORADO  80202 


•  Are  you  running  a  publicly  held  company? 

•  Are  you  about  to  make  an  offer  to  take  over? 

•  Or,  are  you  in  a  position  to  repel  boarders? 

•  Are  your  shares  in  the  hands  of  stockholders  who  have  a 
real  knowledge  of  your  company?  Awareness  of  its  pros  - 
pects?    Faith  in  your  management? 

•  Investor  confidence,  whether  on  the  part  of  individuals 
acting  for  institutional  investors,  or  individuals  acting  for 
their  own  investment,  isn't  acquired  overnight. 

•  What  and  how  you're  doing  is  a  most  important  matter. 
But  it's  perhaps  more  important  that  those  who  matter  in 
matters  of  money  know  what  and  how  you  are  doing. 

•  The  men  who  read  Forbes 

—make  money 
—have  money 
—know  money 
—manage  money 

•  Maybe  they  ought  to  know  more  about  you  and  the  com- 
pany you  keep,  before  the  chips  are  down. 

Forbes  readers  don't  just  own  American  business. 
They  run  it. 
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on  each  other  for  a  good  international 
trade — and  Germany  benefits  greatly 
from  international  trade — that  I  think 
it's  incmnbent  on  the  Gennans  to  use 
their  surpluses  for  more — more  on 
their  defense,  for  example — than 
they're  using  at  the  moment.  I  under- 
stand they're  increasing  their  budget 
to  some  degree  in  that  respect.  Yes,  I 
think  German\-  should  do  more  in 
terms  of  grants  to  underdeveloped 
countries  in  somewhat  the  same  way 
we  used  our  surpluses  after  the  war  in 
the  Marshall  Plan. 

Germany  has  a  system  under  ichich 
it  subsidizes  exports  and  penalizes 
imports.  Considering  the  efficiency  of 
the  German  worker  and  the  German 
plant,  can  this  possibly  be  justified? 

McCloy:  They've  taken  steps  to 
redress  that,  steps  that  I  think  have 
been  minimized  a  little  bit  too  much. 
They're  lowering  the  subsidy  for  ex- 
ports, lowering  the  penalty  on  im- 
ports. All  together,  the  steps  they've 
taken  will  cut  the  surplus  by  about 
$1.6  billion  a  year.  That's  a  third  of 
the  surplus.  Meanwhile  the  French 
are  doing  just  the  opposite — stimulat- 
ing e.vports  and  repressing  imports. 
.\nd  then,  of  course,  the  French  are 
getting  a  $2-bi!lion  credit.  There  is 
a  growing  sense  on  the  part  of  the 
Germans  of  interdependence. 

Yes,  but  the  Germans  only  reduced 
the  subsidies  and  penalties.  They 
didn't  eliminate  them. 

McCloy:  They  didn't  eliminate  them, 
but  they  did  make  a  substantial  re- 
duction, which  indicates,  I  think, 
that  they  do  recognize  the  fact  now 
that  they  have  obligations.  I  don't 
want  to  sound  like  an  apologist  for 
the  Germans — I  spent  most  of  my 
active  life  fighting  Gennans,  my  adult 
life — but  I  think  you  have  to  under- 
stand this:  They're  just  beginning  to 
reahze  they're  a  rich  nation.  They 
came  out  of  the  war  a  defeated  coun- 
try, a  truncated  country;  they  were  a 
'ong  time  recovering.  It's  been  some- 
vvhat  difficult  for  the  idea  to  get 
through  to  them  that  they  are  o^'er 
their  period  of  stringency,  that  they 
are  now  a  rich  nation.  It's  only  recent- 
ly that  they've  begun  to  feel  there's 
been  enough  consolidation  of  their 
resources  and  income  to  put  them  in 
the  class  of  creditor  nations. 

Let  me  end  with  a  word  of  warn- 
:ng:  I  hope  we  can  develop  some  of 
the  same  self-discipline  as  the  Ger- 
mans. Otherwise  we  may  go  through 
an  inflation.  Inflation  is  a  demoral-* 
izing  thing.  The  American  people 
don't  know  what  it's  like.  I  trust  we 
do  not  need  to  go  through  an  inflation 
to  realize  what  it's  like.  ■ 


Reynolds  is 

a  weekly  report 

called 

''Market  Opinion'' 


It's  time  stamped  every 
Friday  at  9  AM  when 
Leslie  Pollack,  our  Partner 
in  charge  of  Research,  is 
satisfied  that  it  says  exactly 
what  he  wants  it  to  say. 

Because  thousands  of 
our  customers  make  it 
must  reading  Monday 
morning  .  .  .  Because  as 
Director  of  Research,  he 
has  earned  a  reputation 
and  following  he  v/ouldn't 
jeopardize  for  the  world. 

The  Report  isn't  too 
long— runs  maybe  fifteen 
hundred  words. 

But  those  fifteen  hun- 
dred words  are  extremely 


readable,  penetrating  and 
provocative— Pollack's 
own  ideas,  his  own  unique 
blend  of  technical  and  fun- 
damental analysis  on  just 
what  happened  last  week 
in  the  market— and  just 
what  to  look  for  now. 

If  you'd  like  to  see  a 
sample  of  the  kind  of  help 
Reynolds'  customers  can 
count  on,  we'll  be  happy 
to  mail  the  next  two  or 
three  issues  of  Leslie 
Pollack's  Weekly  Report. 

No  charge,  of  course. 
Simply  mail  us  the  coupon 
below. 


Please  send  me  2  or  3  complimentary  copies  of 
your  1V1ARKET  OPINION. 

FO 

Name 

Address 

City                                                                     State 

Zip 

Telephone 


Reyholds  &  Co. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
TEL:  S58-6000  •  5 1  OFFICES  COAST  TO  COAST 
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The  Money  Men 


Up,  Up, 
Up,  Up. 

The  way  xraNGS  are  going.  Wall 
Street  seems  to  be  on  a  collision 
course  with  the  Child  Labor  laws. 
We  have  written  that  42-year-old 
money  man  Arthur  Rock  (Nou. 
1,  1968)  is  a  kind  of  elder  states- 
man, that  the  dean  of  Wall  Street's 
computer  men.  Bill  O'Neil,  is  just 
35  {Dec.  i,  1968). 

Now  we  have  William  R.  Berk- 
ley. He's  23.  The  roly-poly  Berk- 
ley, just  eight  months  out  of  the 
Harvard  Business  School,  heads 
Manhattan's  Berkley  Dean  &  Co. 
He  already  manages  about  $15  mil- 
lion in  investment  accounts  and 
has  just  launched  a  mutual  fund  to 
the  tune  of  $10  million. 

We  are  not  exaggerating  about 
child  labor.  Berkley's  father  was 
killed  in  a  plane  crash  when  the 
son  was  12.  He  got  interested  in 
some  stocks  in  his  father's  estate, 
and  his  mother  let  him  make  in- 
vestment decisions.  One  of  the 
first  buys  was  Decca  Records, 
which  he  bought  in  1958  for  $16 
and  sold  in  1964  for  $45  a  share. 

By  the  time  he  was  14,  Berkley 
was  devouring  Forbes  and  Tlie 
Wall  Street  Journal.  At  15  he  put 
through  a  call  to  Lynn  Townsend, 
then  the  new  president  of  Chrysler 
Corp.   To   his   surprise.   Townsend 


came  to  the  phone.  "He  was  really 
very  nice,"  Berkley  recalls.  "He 
answered  all  my  questions.  I  de- 
cided he  was  very  smart.  I  had 
my  mother  buy  some  Chrysler  [then 
about  13  on  the  present  stock  vs. 
a  recent  57]  for  me. "  Berkley  had 
plenty  to  go  to  New  York  Univer- 
sity and  Harvard  Business  School. 

As  the  Chrysler  incident  shows. 
Bill  Berkley  is  well  endowed  with 
confidence.  When  he  was  a  second- 
year  student  at  the  Harvard  Busi- 
ness School,  a  speaker  asked  how 
many  in  the  class  would  be  satisfied 
to  make  $20,000  a  year.  According 
to  the  story,  several  students  arose. 
The  speaker  kept  raising  the  ante. 
Fifty  thousand.  Several  more  got 
up.  One  hundred  thousand.  Final- 
ly, $200,000.  By  now  the  whole 
class  was  standing.  Except  Berkley. 

The  story  may  be  apocryphal, 
but  there's  no  modesty  in  Bill 
Berkley  when  it  comes  to  his  cer- 
tainty that  he  can  make  it  big  in 
Wall  Street. 

When  he  was  still  at  Harvard  he 
got  together  with  about  20  of  his 
costudents  to  start  an  investment 
company.  They  didn't  waste  any 
time  after  graduation  in  June  of 
1968.  They  moved  into  plush  of- 
fices in  midtown  Manhattan,  used 
their  HBS  credentials  and  their 
native  brass  to  solicit  accounts. 
Berkley's  partner  is  only  a  bit  older 


than  he  is.  Paul  E.  Dean  is  25. 

Just  how  well  Berkley  Dean 
&  Co.  is  doing  is  hard  to  say.  Its 
fund  is  too  young  to  have  a  record 
yet,  bub  Berkley  claims  his  indi- 
vidual accounts  have  appreciated 
40%-7t)%  last  year. 

Actually,  in  its  operation  and  ap- 
proach to  the  stock  market  Berk- 
ley Dean  &  Co.  doesn't  differ  much 
from  many  other  performance 
money  managers.  Essentially,  Berk- 
ley is  looking  for  a  relative  earnings 
growth  (Forbes,  Aug.  15,  p.  38), 
which  means  picking  companies 
whose  earnings  are  rising  faster 
than  those  of  the  economy.  We're 
in  the  kind  of  market  where  price/ 
earnings  ratios  go  up  faster  than 
earnings,  and  thus  the  rewards  can 
be  tremendous,  especially  in  the 
small,  relatively  thin  stocks  that 
money  men  favor.  Being  a  good 
HBS  man  Berkley  leans  heavily  on 
what  he  calls  "the  risk-reward 
ratios,"  a  standard  HBS  concept 
in  selecting  stocks.  That's  jargon, 
and  it  sounds  impressive.  All  it 
really  means,  however,  is  that  you 
look  for  stocks  where  the  chances 
of  going  up  are  greater  than  the 
chances  of  going  down. 

Berkley  has  been  fairly  typical 
of  his  generation  in  the  kind  of 
stocks  he  bought — second-string 
stocks,  not  blue  chips,  the  kind  of 
stocks  that  have  been  going  up 
precisely  because  people  like  Berk- 
ley have  been  buying  them.  A  few: 
Jim  Walters  Corp.  (because  a 
building  boom  was  supposed  to  be 
coming);  Whittaker  Corp.  (he 
liked  the  management);  Bearings 
Inc.  (ripe  for  a  takeover);  Gray 
Drugs  (a  laggard  in  a  hot  group). 

We  asked  Bill  Berkley  where 
the  stock  market  was  going. 

"It's  going  up,  up,  up.  We  are 
in  a  basically  inflationary  economy. 
We're  going  to  get  accustomed  to 
higher  and  higher  price /earnings 
ratios.  There's  more  money  to  in- 
vest than  there  are  stocks  to  buy." 

Maybe,  but  in  real  life  the  stock 
market  never  goes  up,  up,  up,  up. 
It  goes  up,  up,  down,  up,  down. 
And  while  the  ups  can  be  exhila- 
rating, the  downs  can  be  terrify- 
ing. In  fact,  they  can  kill  you.  Good 
luck  to  you.  Bill  Berkley,  but  re- 
member this:  It  isn't  the  bull  mar- 
ket that  proves  who  the  geniuses 
are;  it's  the  bear  market.  ■ 

(For  a  completely  different  kind  of 
Money  Man,  please  turn  to  page  55.) 
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Introducing 
the  annuity 
everyone's 

going  to  copy. 

It  rises  with  the  cost  of  living. 


We  call  it  the  Occidental  Cost-of- 
Living  Annuity.  It's  the  only  annuity 
available  directly  to  individuals  and 
based  on  the  government's  Consumer 
Price  Index  (instead  of  the  stock  market). 
The  price  is  determined  solely  by  the 
annuitant's  age,  sex,  and  the  amount  of 
income  he  wants. 

Here's  how  it  works.  Suppose  a  man  is 
60.  And  he  buys  this  new  Occidental 
annuity  policy,  paying  him,  say,  $100 
a  month. 

Next  year,  the  Consumer  Price  Index 
jumps  3%.  Okay,  so  does  his  annuity. 
He's  now  getting  $103  a  month. 

And  as  long  as  the  Consumer  Price 
Index  keeps  rising,  his  annuity  does,  too, 
up  to  a  limit  of  3%  per  annum.  In  other 
words,  $100  a  month  this  year,  $103  a 
month  next  year,  $106  a  month  the  fol- 
lowing year,  etc.  (In  15  years  it  could  be 
$145  a  month.) 
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If  the  Consumer  Price  Index  should 
drop,  his  annuity  would  drop  accord- 
ingly, but  never  below  that  original  $100 
a  month.  (He  can  also  convert  to  a  fixed 
annuity  later  if  he  wishes.) 

We  expect  that  before  long,  other  in- 
surance companies  will  get  brave  and 
come  through  with  annuities  to  individ- 
uals, based  on  the  Consumer  Price  Index. 

When  they  do,  don't  forget  that  Occi- 
dental kicked  the  door  open. 

Write  Occidental  Life,  Dept.  C,  Los  Angeles,  Calif.  90054. 

I — — ..— _ — _^-^ 

Occidental  Life 


of  California 


TP 


A  Member  of 
Transamerica  Corporation 


For  full  information,  send  for  this  free  brochure:  "The 
Occidental  Cost-of-Living  Annuity." 

Mail  to: 

Occidental  Center,  Dept.  C,  Los  Angeles  90054. 

Name 


Address- 
City 


Street 

-State- 


.Zip_ 
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Forbes  keeps  getting  you 

cleaner  and  cleaner 


-y:  :^  ---==  .•.;  The  Bettmann  Archive 


In  the  vernacular  of  the  circulation 
world,  a  "clean  ABC  statement" 
nneans  (1)  no  cut-rate  subscriptions 

(2)  fewer  short-term  subscriptions 

(3)  no  subscriptions  carried  in  arrears 

(4)  most  subscribers  ordering  by  mail 
rather  than  through  salesmen  (5)  in- 
dividual subscriptions  rather  than 
bulkquantityorders  at  reduced  prices. 

And  Forbes  is  the  magazine  that 
gets  its  subscribers  cleaner  than  its 
competitors.  Compare  the  publishers' 
statements  for  the  big  three  business 
magazines  for  the  first  six  months  of 
1968: 


Subscribers  paying  full  price  for  subscriptions: 

Forbes 

90.2% 

Fortune 

33.1% 

Business  Week 

75.7% 

Subscriptions  for  three  years  or  longer: 

Forbes 

50.7% 

Fortune 

12.5% 

Business  Week 

33.8% 

Subscriptions  carried  in  arrears: 

Forbes 

None 

Fortune 

2,494 

Business  Week 

19,682 

Subscribers  ordering  by  mail: 

Forbes 

90.8% 

Fortune 

80.5% 

Business  Week 

70.0% 

Individual  subscriptions: 

Forbes  has  47,687  more 

than  Fortune. 

Not  much  doubt  about  who's  got  the  cleanest  circulation.  And 
Forbes  had  the  cleanest  ^ast  year,  too.  And  the  year  before  that. 

There's  more.  This  year  our  subscription  sales  have  been  so  good 
we've  reached  our  goal  of  550,000  subscribers  well  before  January  1. 
You  can  bet  that  our  550,000  is  a  clean  figure  too.  In  the  light  of  the 
past,  how  could  it  miss? 

Forbes  readers  don't  just  own  American  business. 
They  run  it. 

Forbes:  capitalist  tool 


The  Money  Men 


Are  There  Men  for  All  Seasons? 


A  DECADE  AGO  FoHBEs  described 
Gerald  M.  Loeb,  a  partner  in  E.F. 
Hutton  &  Co.,  as  the  "most  quoted 
man  on  Wall  Street."  And  he  was. 
In  a  day  when  most  of  The  Street 
was  stuffy  and  inarticulate,  Loeb 
cultivated  reporters  and  editors, 
knew  how  to  turn  a  phrase  and 
frequently  appeared  in  the  columns 
of  newspapers  and  magazines. 

When  \V'all  Street  was  over- 
whelmingly conservative,  Loeb  was 
almost  a  radical.  He  argued  against 
too  much  diversification  ("Put  all 
your  eggs  in  one  basket  and  watch 
the  basket  closely");  disbelieved 
in  "buying  good  stocks  and  putting 
them  away";  felt  that  bonds  were 
a  lousy  investment  and  that  spec- 
ulation was  a  sounder  approach 
to  survival  than  so-called  long- 
term  investment.  All  this  is  com- 
monplace today.  But  Loeb  was 
preaching  it  in  the  Thirties,  Forties 
and  Fifties.  His  book.  The  Battle 
for  Investment  Survival,  became 
required  reading  for  investors,  so- 
phisticated and  unsophisticated. 

What's  become  of  Gerald  Loeb? 
Now  69,  he  "retired"  from  man- 
agement three  years  ago  to  his 
native  San  Francisco  but  maintains 
a  large  office  in  Hutton's  building 
there,  where  he  trades  for  his  own 
and  customers'  accounts. 

His  book,  which  has  sold  nearly 
250,000  copies  to  date,  continues 
to  move  well.  No  single  book  on 


the  stock  market  has  sold  so  well 
over  so  long  a  period  of  time.  It 
has  become  one  of  the  few  real 
classics  of  stock-market  psychology 
and  stock-market  philosophy. 

From  the  vantage  point  of  near- 
ly 50  years,  what  does  Loeb  think 
of  today's  market?  He's  skeptical. 

"I've  seen  all  these  things  be- 
fore," he  says.  "Just  change  the 
names.  It  used  to  be  Jesse  Liver- 
more,  Arthur  Cutten,  John  J.  Ras- 
kob.  They  provided  the  leadership. 
Everybody  wanted  to  do  what  they 
were  doing.  Now  it's  Gerry  Tsai 
and  people  like  him. 

"There  was  Sam  Insull  in  the 
Twenties.  We've  had  Bill  Zecken- 
dorf  more  recently.  And  some  of 
the  conglomerators  today  are  doing 
pretty  much  what  the  holding  com- 
pany people  did  in  the  Twenties. 
In  the  Twenties  everybody  was 
chasing  investment  trust  stocks, 
Goldman  Sachs  Trading,  Blue 
Ridge.  Now  it's  mutual  funds. 

"It's  disturbing  to  me.  I  don't 
know  what's  going  to  ring  the  bell 
this  time.  But  I'm  not  starting  any 
new  positions  in  this  market.  I'm 
just  not  geared  to  buying  stocks 
that  are  already  popular  in  the 
hope  that  they'll  get  more  popular. 

"When  I  buy  a  stock  I  look  at 
two  elements:  the  situation  itself; 
and  the  general  market  climate. 
It's  the  second  element  that  holds 


me  in  check. 

"Look  at  the  active  list.  There 
are  very  few  standard  names.  The 
takeover  guys  predominate. 

"But  I  don't  know  about  the 
timing.  It  may  be  like  1927.  A  lot 
of  the  smart  guys  got  out  then, 
but  they  weren't  proved  right  until 
1929  when  the  situation  had  gotten 
even  more  ridiculous." 

We  asked  Gerald  Loeb  an  un- 
kind question:  "Mr.  Loeb,  you're 
on  in  years  and  you've  already 
made  it  big.  Isn't  it  possible  that 
you're  just  not  in  tune  with  a 
psychedelic  market?" 

Loeb,  for  all  his  publicity,  is  a 
modest  and  sensible  man.  He  con- 
ceded that  this  might  well  be  the 
case.  "A  man  gets  rich  by  taking 
a  hell  of  a  risk.  This  is  true  in  the 
stock  market  and  it's  true  in  in- 
dustry. Then  he  gets  cautious.  He 
buys  diamonds  and  art.  We  see  it 
in  companies.  Xerox  tries  to  buy 
C.I.T.  Financial — slower  growth 
in  return  for  assets.  Control  Data 
buys  Commercial  Credit." 

He  thought  a  minute,  gazing  at 
the  numbers  marching  across  his 
big  Translux  screen.  "Yes,  maybe 
I  am  out  of  touch.  Very  few  people 
have  been  flexible  enough  to 
change  with  conditions.  Floyd  Od- 
ium was  a  genius  in  the  Thirties, 
but  he  got  into  trouble  in  the 
Fifties.  It's  always  been  that  way. 

"The  older  I  get  the  more  I 
realize  how  little  we  all  really 
know  about  the  stock  market."  ■ 
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AuMoundiaf  STANDARD  &  POOR'S 

BONUS  I  ioTiiMduatltumbts! 
NEW  1969  STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event — The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 
The  Years  Into  The  Investment  Merits  of  1,007  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 
2,014-Page  Reference  Volume! 


Responding  to  the  greater-than-ever  need  of  investors 
for  the  meaningful  FACTS  and  FIGURES  upon 
which  sound  investment  decisions  can  be  based. 
Standard  &  Poor's  has  created  this  authoritative 
STOCK  MARKET  ENCYCLOPEDIA  —  contain- 
ing, we  believe,  more  significant  information  on  a 
greater  number  of  stocks  than  has  ever  before  been 
assembled  between  the  covers  of  one  book. 

With  its  comprehensive  2-page  reports  on  1,007 
widely-traded  stocks  —  each  including  Standard  & 
Poor's  carefully  spelled  out  opinion  on  its  investment 
merits  .  .  .  with  its  tens  of  thousands  of  important 
investment  facts  that  answer  practically  any  question 
you  may  have  regarding  a  stock  .  .  .  with  its  over  1,000 
individual  stock  charts  ...  it  is  an  invaluable  addition 
to  your  investment  library.  Most  important,  it  could 
open  your  eyes  to  new  profit  opportunities  —  putting 
you  a  giant  stride  forward  on  the  ONLY  road  we 
know  leading  to  investment  success  —  acting  on  sound 
information  before  you  buy  or  sell  a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of  this 
unique  ENCYCLOPEDIA  to  you,  we  want  you  to 
use  it  and  profit  from  its  use  in  conjunction  with  a 
3-months  $19.50  trial  of  Standard  &  Poor's  famous 
weekly  Investment  Service  normally  $72  a  year  —  and 
not  pay  us  one  additional  penny  for  this  $25  rolume! 
Furthermore,  if  at  any  time  during  this  period  you  feel 
you  are  not  getting  many  times  your  money's  worth 
from  the  weekly  Investment  Service,  cancel  it  and 
receive  a  prompt  refund  on  the  unused  part  of  your 
subscription.  The  $25  STOCK  MARKET  ENCY- 
CLOPEDIA remains  your  property  regardless!  But 
because  we  have  onlv  a  limited  number  of  STOCK 
MARKET  ENCYCLOPEDIAS  available,  we  urge 
you  in  your  own  interest  to  mail  the  Coupon  below 
at  once. 


<=''"e'o(  , 


'Or. 


"■  '.;■"•» 


o^aiJteAlStiK* 


•  2,014  Information-Packed  Pages!  •  Individual  2-Page 
Descriptions  on  1,007  Stocks  — with  S&P  Buy,  Hold, 
Sell  Recommendations!  •  Over  1,000  "4-Way"  Charts! 


Standard  fis  Poor's  Corporation 

345  Hudson  Street,  New  York,  N.Y.  10014 

Please  enter  my  3 -month  Trial  Subscription  to 
the  weekly  OUTLOOK,  and  bill  me  only 
$19.50.  Include  the  $25  .  .  .  1969  STOCK 
MARKET  ENCYCLOPEDIA  as  my  Bonus 
at  no  extra  cost.  If  at  any  time  I  wish  to  cancel 
my  subscription,  I  will  receive  a  pro-rata  re- 
fund on  the  unused  portion.  The  ENCYCLO- 
PEDIA is  mine  to  keep  in  any  event. 


MAIL  COUPON  TO  STANDARD  &  POOR'S,  345  HUDSON  STREET,  NEW  YORK,  N.Y.  10014 


No  assignment  of  this  agreement  without  subscriber's  consent. 
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The  Economy 


The  High  Cost  of  Services 


Whether  or  not  the  lise  in  the  cost 
of  living  slows  down  a  bit  this  >  ear, 
the  cost  of  ser\"ices  is  certain  to  keep 
soaring.  The  garagenian  is  going  to 
charge  more  to  fix  a  car,  the  doctor 
to  wTite  a  prescription,  the  bab>- 
sitter  to  raid  the  icelxix.  The  laun- 
dromat will  charge  more,  and  so 
will  the  dr\  cleaner,  the  neighbor- 
hood movie  and  the  barbershop. 

The  cost  of  services  has  been  in- 
creasing a'  a  greater  and  greater 
rate  ever  since  the  earl\  1960s.  The 
increase  then  was  about  2'^  a  \  ear. 
In  19&5,  it  rose  to  3.7^;  in  1966,  to 
4.4?.  From  June  1967  to  June  of 
last  year,  the  increase  was  5.1?.  The 
rate  is  still  going  up. 

The  reason  is  a  little-appreciated 
fact:  Whenever  a  union  strikes  and 
wins  a  wage  increase,  newspaper 
headlines  blare  the  fact.  Without 
such  fanfare,  however,  nonvniion 
service  workers  aclualh  have  been 
getting  bigger  raises  than  union 
workers.  Ninet\-  per  cent  of  the 
workers  in  the  ser\  ice  industries  are 
not  unionized,  and  they  have  been 
making    the    biggest    gains    of    all. 


According  to  Harold  Goldstein, 
Assistant  Commissioner  for  Labor 
Statistics  &  Manpower  Emplov  ment 
in  the  Bureau  of  Labor  Statistics, 
wages  in  manufacturing,  where  the 
unions  are  strong,  last  year  went  up 
6.8%.  In  contrast,  the  wages  of  dry 
cleaning  and  laundry  workers  as 
well  as  those  of  hotel  and  motel 
workers  rose  by  more  than  8%.  The 
increase  for  domestics  is  estimated 
at  over  10%. 

locked  In 

Most  union  workers  (including 
those  in  steel,  automobiles,  tele- 
phones, aerospace,  rubber,  soft  coal 
and  trucking)  are  now  locked  into 
contracts  that  have  until  1970  to 
run.  They  therefore  won't  be  get- 
ting any  raises  this  \  ear  except  those 
alread\  pr()\ided  for  in  the  con- 
tracts. Not  so  the  sersice  workers, 
who  can  ask  for  a  raise  whenever 
they  hear  of  another  job  elsewhere. 
Says  Goldstein:  "All  the  individual 
bargaining — in  restaurants  and 
beauty  parlors  and  over  the  kitchen 
table — adds  up." 


The  fundamental  reason  the  ser- 
vice workers  can  be  such  hard  bar- 
gainers is  the  old  law  of  supply  and 
demand.  The  service  industries  are 
by  far  the  fastest-growing  segment 
of  the  U.S.  economy.  They  now  em- 
ploy some  16.5  million  workers,  an 
increase  of  17%  over  1965.  Says 
Goldstein:  "We're  switching  from 
a  goods-producing  nation  to  a  ser- 
vices-producing nation."  With  un- 
employment generally  down  to 
3.3%,  acute  shortages  have  devel- 
oped in  many  service  industries, 
putting  the  worker  in  the  driver's 
seat. 

Higher  wages  in  the  service 
trades  aro  instantly  reflectec  in 
higher  costs  to  consumers.  Unlike 
the  manufacturer,  employers  in  the 
service  trades  cannot  do  much  to 
increase  worker  productivity. 
There's  no  way  to  replace  a  beauti- 
cian or  a  bartender  with  a  machine. 
Of  course,  people  who  object  to 
paying  higher  prices  for  services 
can  always  do  the  work  themselves, 
but,  in  this  age  of  affluence,  fewer 
and  fewer  people  want  to.  ■ 
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MARKET  COMMENT 

By  L  0.  Hooper 


Trouble  Spots 


I  AM  SKEPTICAL  of  the  cuiTcnt  con- 
sensus among  the  experts  that  during 
the  next  six  months  the  economy  will 
continue  to  go  ahead  at  the  same 
rate  or  faster  in  spite  of  higher  taxes, 
tighter  credit  and  other  efforts  to  slow 
down  inflation. 

This  year's  reimbursement  of  over- 
paid taxes  (an  important  stimulant  in 
February  and  March  in  most  years 
because  low  income  people  spend  this 
"windfall"  about  as  fast  as  they  get 
it)  will  be  substantially  lower.  Middle- 
income  and  high-middle-income  tax- 
payers will  be  suiprised  at  how  much 
they  owe  when  they  make  out  their 
1968  income  tax  returns,  and  there- 
fore will  spend  less.  The  Federal 
Government  in  the  first  half  will  have 
to  borrow  little  new  money  because 
the  budget  will  be  in  balance,  or  bet- 
ter, for  the  first  half  of  calendar  1969 
— which  means  that  less  money  will 
be  "pumped  into  the  economy."  Bor- 
rowed money  will  be  less  plentiful  as 
well  as  more  expensive.  My  guess  is 
that  the  rate  of  inflation  will  slow 
down  enough  by  May  or  June  to 
worry  the  public,  the  credit  authori- 
ties and  the  Administration  in  Wash- 
ington. As  soon  as  it  begins  to  hurt, 
of  course,  public  sentiment  will  force 
a  reversal  of  anti-inflation  policies. 
But  it  will  have  to  hurt  before  such 
policies  are  reversed. 

Four  Vulnerable  Areas 

This  column,  it  must  be  kept  in 
mind,  is  primarily  interested  in  the 
stock  market  per  se.  The  stock  mar- 
ket is  influenced  by  demand-supply 
factors  even  more  than  by  business 
trends,  earnings  or  the  nature  of  the 
news.  This  is  especially  true  when 
the  public  has  the  bit  in  its  teeth  in 
an  inflationary  environment.  Lately 
this  demand-supply  factor  has  been 
especially  strong  as  the  result  of  in- 
stitutional (not  mutual  fund)  activity. 
This  institutional  activity  comes  in 
waves,  and  the  wave  at  the  end  of 
each  year  is  likely  to  be  stronger  than 
in  the  first  half  of  the  following  year. 
At  least  this  generally  has  been  the 
case  in  the  past. 

As  everyone  knows,  there  have 
been  some  speculative  excesses.  These 
excesses  are  most  obvious,  and  most 

*Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.E.   Hutton  &  Co. 


general,  in  four  stock  market  areas: 

1)  The  new-issue  market  where 
the  selling  syndicates  distributing 
small  issues  of  usually  small  compa- 
nies have  been  so  big  as  to  create 
almost  an  artificial  overdemand.  The 
public  has  jumped  to  the  conclusion 
that  almost  any  new  issue  will  sell 
promptly  at  a  premium  above  the 
offering  price — and  in  this  the  public 
has  usually  been  right.  Most  of  these 
new  issues  are  offered  at  a  "high 
enough"  price,  and  they  immediately 
go  to  a  "too  high"  price.  A  thing  like 
this  never  goes  on  indefinitely. 

2)  The  over-the-counter  market 
where  there  is  always  more  substance 
to  supply  when  prices  are  rising  than 
to  demand  when  prices  are  falling. 
Some  of  these  thousands  of  over-the- 
counter  stocks  have  been  rising  on 
the  cheapest  kind  of  tips  through  buy- 
ing by  people  who  have  not  known 
or  cared  about  the  real  values  back 
of  them  so  long  as  the  price  of  the 
stock  rises.  There  are  many  good 
stocks  and  some  excellent  values  in 
unlisted  shares;  but  there  are  not  a 
few  issues  where  "the  bids  will  be 
pulled"  and  only  small  amounts  of 
stock  can  be  sold  if  any  sizable  sup- 
ply of  shares  comes  in. 

3)  The  activities  of  the  perform- 
ance funds,  or,  perhaps  more  accu- 
rately, the  activities  of  those  small 
funds  which  operate  to  a  considerable 
extent  in  the  unlisted  shares  of  emerg- 
ing companies.  In  some  cases  large 
positions  of  thin-market  unlisted 
shares  have  been  accumulated,  posi- 
tions which  are  highly  unliquid.  In 
other  cases,  however,  where  positions 
are  not  so  big,  liquidation  by  these 
small  new  funds  can  have  a  substan- 
tial price  effect.  Some  of  them  are, 
in  their  nature,  trading  pools  rather 
than  true  investment  companies — and 
it  is  their  policy  (where  possible)  to 
get  in  and  out. 

4)  The  greatest  speculation,  of 
course,  has  been  by  the  new  con- 
glomerates. Even  if  the  conglomerates 
have  been  organized  to  obtain  long- 
term  results  (as  some  of  the  better 
ones  no  doubt  have  been),  in  many 
cases  by  either  happenstance  or  design 
additional  stock  market  values  have 
been  created  without  any  significant 
improvement  in  the  basic  earning 
power  of   the   underlying  properties. 


This  has  been  accomplished  through 
recapitalizations  and  exchanges, 
through  convertible  stocks  and  deben- 
tures, through  buying  up  the  supply 
of  shares  in  the  open  market,  and 
through  whetting  the  cupidity  of 
speculators — not  to  mention  some  of 
the  things  which  have  been  accom- 
plished by  the  changing  of  the  com- 
pany^ accounting  methods. 

True,  a  case  can  be  made  for  the 
conglomerate  philosophy  in  some  in- 
stances; but  it  is  just  impossible  to 
justify  the  extremes  of  this  financial 
epedemic.  All  such  epedemics,  like 
the  Hong  Kong  flu,  rise  to  a 
crescendo  and  then  subside.  Sooner 
or  later  some  new  tycoon  will  get  into 
trouble  by  being  too  crazy  or  too 
brave  and  the  bad  psychology  his 
troubles  generate  will  rub  off  on  those 
guilty  of  less  heinous  coiporate  and 
financial  sins,  all  of  which  will  lead 
to  a  general  reappraisal  of  what  has 
happened. 

Only  the  seventh  son  of  a  seventh 
son  can  time  the  coming  home  to 
roost  of  some  of  these  flying  and  soar- 
ing excesses;  but  they  are  an  obvious 
threat  in  the  background  of  this  sky- 
is-the-limit  thinking.  They  are  not 
things  to  feel  comfortable  about,  nor 
are  they  things  which  will  change 
the  long-term  strong  demand-supply 
ecjuation  in  the  market  for  quality 
investment  type  equities,  or  for  sound 
growth  stocks.  Trouble  in  any  one 
of  these  areas,  however,  could  cause 
quite  an  unpleasant  wrinkle  in  the 
general  market. 

Go  Slow 

My  intuition  is  to  go  slow  in  mak- 
ing new  purchases  at  this  point,  at 
least  until  we  see  what  kind  of  a 
signal  for  the  trend  in  the  first  half 
year  the  performance  of  the  market 
in  the  month  of  January  provides 
(see  my  column  in  the  Jan.  1  issue). 

Some  of  the  stocks  which  look 
better  than  the  rest  to  me  right  now 
are  Penn  Central  (64)  which  has 
been  under  tax  selling  pressure  and 
which  seems  likely  to  sustain  a  good 
improvement  in  per-share  earnings 
this  year;  McDonnell  Douglas  (50) 
which  also  should  earn  more  this  year 
and  have  a  very  big  cash  flow;  Hecla 
Mining  (37)  which  eventually  should 
profit  from  the  inevitable  rise  in  the 
price  of  silver;  First  National  Stores 
(37)  where  earning  power  is  being 
rebuilt  by  a  new  and  better  manage- 
ment; McCuUoch  Oil  (40)  where 
earnings  are  increasing  from  the 
unique  real  estate  operation  in  Ari- 
zona; and  Pittston  Co.  (61)  which 
apparently  is  richer  in  assets  and 
potential  than  the  price  of  the  stock 
would  suggest.  ■ 
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DOW  THEORY  FORECASTS  SELECTS  ITS 

12  FA  VORITE  CAPITAL 
GAINS  STOCKS  FOR  1969 

PLUS  Our  Buy-Sel]-Hold  advice  on  158  stocks,  1969  Business 
Outlook  from  Indiana  University  and  a  30  Day  Subscription. 
All  for  only  $1.  A  $6  value  at  regular  subscription  rates. 


Dow  Theory  Forecasts  has  select- 
ed 12  Stocks  as  its  Favorite  Capital 
Gains  Stocks  for  1969.  Here's  a 
brief  description  of  5  of  them. 

1.  One  of  the  largest  factors  in 
the  growing  water  purification 
field.  Stock  is  down  from  pre- 
vious 1968  high. 

2.  In  our  opinion,  one  of  the  lead- 
ing data  processing  leasing 
companies.  Depressed  from 
previous  high.  Steady  earnings 
increases  since  1962. 

3.  A  medium-priced  "conglomer- 
ate" with  good  growth  possibil- 
ities, in  our  opinion.  Fairly 
priced,  according  to  our  anal- 
ysis. 

4.  A  holding  company  with  inter- 
ests in  insurance,  convalescent 
centers,  real  estate  develop- 
ments and  2  mutual  funds. 

5.  In  our  opinion,  one  of  the  drug 
stocks  to  watch,  based  on  cur- 
rent price  and  growth  record 
since  1960. 

Brief  descriptions  of  these  stocks — along  with 
the  7  others  in  the  report— are  yours  when 
you  mail  in  the  card  attached.  It  describes 
each  company,  gives  recent  price  of  stock, 
1966  and  1967  fiscal  year  earnings,  dividend 
and  yield  information.  You  also  receive  a 
30  Day  Trial  Subscription  to  Dow  Theory 
Forecasts,  our  Weekly  Report  of  Investment 
Advice. 

ONLY  $1    FOR  $6  VALUE   IN  STOCK 
ADVICE   BASED   ON    REGULAR 
SUBSCRIPTION   RATES. 

At  regular  rates,  your  30  Day  Subscription 
is  a  S6  value.  But  we  bill  you  only  $1.  And 
you  get  a  money-back  guarantee.  You  must 
be  satisfied  or  your  SI  is  promptly  refunded. 


2?  INVESTMENT  AIDS  IN  DOW  THEORY  FORECASTS 

As  a  trial  subscriber  to  Dow  Theory  Forecasts  you  get  our  8  page  report  on  the  slock 
market  each  week.  21  different  investment  aids  are  offered,  although  not  all  of  them 
each  week.  They  include; 

Frequently,    but   not    always,    prices    and 
dividends  also  go  up. 


Stocks  Recommended  By  25  Other  well- 
known  Investment  Advisors.  Each  week  you 
get  our  consensus  of  what  stocks  other  well- 
known  Investment  advisors  are  recommend- 
ing. You  learn  whether  these  advisors  are 
optimistic  or  pessimistic  about  the  immedi- 
ate future. 

Charts  oi  Dow-Iones  Averages.  The  day-to- 
day movement  of  Dow-Jones  Industrial  and 
Rail  Averages  is  charted  over  a  four  month 
period.  Also  charted,  is  the  trading  volume 
during  the  same  period. 

Portfolio  Recommendations.  You  receive 
recommended  stocks  for  4  Model  Portfolios 
ranging  in  size  from  $1,000  to  $25,000.  Every 
stock  is  under  regular  review  and  changes 
ore  made  whenever  we  believe  conditions 
warrant. 

What's  Ahead  For  Business?  Our  "Business 
Outlook"  keeps  you  informed  on  what  we 
believe  to  be  ahead  for  general  business. 

Comparisons  Of  Industry  Groups.  A  month- 
ly report  of  industry  trends.  Comparative 
price  performances  of  78  industries,  with  our 
"buy,  sell  and  hold"  recommendations  for 
over  600  stocks. 

"Master    List"     Of    Recommended    Stocks. 

Active  list  of  Recommended  Stocks  includes 
issues  for  both  speculation  and  conserva- 
tive investing.  Information  includes  current 
price,  recent  fiscal  year  earnings,  amount 
of  dividend,  dividend  history,  and  specific 
"buy  or  hold"  recommendations. 

Growth  Stock  Recommendations.  A  list  of 
stocks,  which  in  our  opinion  show  above 
average  growth  possibilities. 

Stock  Split  Candidates.  Companies  that  have 
publicly  announced  stock  splits.  Sometimes 
these  stock  splits  are  subject  to  stockholder 
approval.  Stock  splitting  cuts  a  stock's  price 
per  share  to  a  more  popular  buying  level. 
Demand  for  the  stock  very  often  goes  up. 


"Over-The-Counter"  Recommendations.  Les- 
ser-known stocks  sold  over-the-counter 
which  sometimes  present  unusual  oppor- 
tunities to  the  investor  at  the  proper  time. 

Monthly  Advices  On  700  Stocks.  Our  buy- 
hold-switch  recommendations  on  700  indi- 
vidual stocks. 

Traders  Page,  A  special  page  of  recom- 
mendations for  subscribers  who  like  to 
trade.  This  advice  is  in  no  way  based 
upon  the  Dow  Theory. 

Special  Bulletins  If  A  Serious  Decline 
Threatens.  Sometimes  important  market 
moves  occur  in  between  our  weekly  publi- 
cation dates.  When  this  happens,  and  it  is 
of  extraordinary  nature,  we  send  out  special 
notices  describing  what  has  happened  and 
what  we  suggest  you  do  about  it.  This 
special  Bulletin  Service  is  seldom  used  but 
we  believe  it  helpful  in  a  serious  decline. 
It  does  not  offer  you  complete  protection, 
but  We  hope  it  will  be  of  assistance. 

Value  Bands.  Special  charts  to  help  you 
evaluate  whether  a  stock  is  in  a  general 
buying  or  selling  range  from  a .  historic 
standpoint.  The  stock's  current  price-earn- 
ings ratio  is  compared  with  the  average 
high  and  low  price-earnings  ratios  at  which 
the  stock  has  traded  in  the  past. 

Overseas  Report.  An  overseas  Business 
Outlook  from  the  London  correspondent  of 
Dow  Theory  Forecasts. 

Analysis  of  Past  Week  —  Predictions  For 
Future  Weeks.  In  our  Market  Commentary 
you  are  advised  what  happened  in  finan- 
cial circles  during  the  preceding  week  and 
what  w©  expect  in  the  weeks  ahead.  Defi- 
nite conclusions  are  reached  in  many  in- 
stances —  definite  recommendations  are 
made. 


2  ADDITIONAL  REPORTS  WITH  YOUR  $1  TRIAL 


In  addition  fo  the  4  week  friai  subscription 
and  the  report,  "12  Favorite  Capital  Gains 
Stocks  For  1969,"  you  receive  advice  on  158 
stocks.  It  includes  our  buy-sell-hold  advice 
on  volatile  stocks  like  Chrysler,  Control  Data, 
Gulf  &  Western,  Ling-Temco  and  Zenith  — 


and  on  low-cost  stocks  like  Aurora  Plastics, 
Bnmswick,  Curtis  Publishing,  McCrory,  and 
Simon  &  Schuster.  Finally,  you  get  "Business 
Outlook"  an  informative  report  from  the 
Ind'.ana  University  Graduate  School  of  Busi- 
ness. 


SEND  NO  MONEY  . . .  MAIL  CARD  TODAY 

We  bill  you  only  $1  for  the  Trial  Subscription,  "12  Favorite  Capital  Gains  Stocks  For 
1969",  and  our  Buy-Sell-Hold  Advice  on  158  Stocks.  Your  $1  is  tax-deductible.  .  .and  it's 
returned  promptly  if  you're  not  completely  satisfied.  FiU  out  and  mail  in  the  reply  card 
today.  There's  no  further  obligation — and  no  salesman  will  call.  (Offer  open  to  new 
readers  only) 
DOW  THEORY  FORECASTS,  INC.,  P.O.   Box  8309  Chicago,   Hlinois  60680 


FORBES,  JANUARY  15,  1969 


61 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Under  New  Management 


Next  week  the  new  team  will  take 
over  the  management  of  the  U.S. 
Most  of  the  men  selected  by  the  Pres- 
ident-elect would  seem  to  be  com- 
petent, and  they  all  have  one  char- 
acteristic in  common:  They  are  mod- 
erates. This  is  the  feature  that  inves- 
tors and  the  entire  financial  commun- 
ity will  appreciate  most,  because  they 
dislike  experimentation  almost  as 
much  as  extremism.  Many  a  citizen, 
however,  will  no  doubt  wonder 
whether  the  complex  problems  fac- 
ing this  nation  can  be  solved  by  mod- 
erate conservatives. 

This  column  is  primarily  concerned 
with  economic  and  financial  matters, 
but  one  must  never  forget  that  de- 
cisions in  this  area  are  influenced  by, 
if  not  dependent  on,  social,  political 
and  military  factors.  This  is  why 
many  steps  that  we  know  should  be 
taken  won't  and  can't  be  taken. 

Accelerating  inflation,  as  everybody 
knows  by  now,  is  the  most  serious 
problem  now  facing  us.  Of  course, 
we  know  how  to  stop  it.  It  is  as  sim- 
ple as  giving  up  smoking  or  drugs, 
but  involves  grave  withdrawal  pains. 
Those  who  can  least  afford  it  would 
be  hurt  most.  Under  such  circum- 
stances, the  best  we  can  realistically 
expect  is  to  prevent  a  further  increase 
in  the  present  rate  of  inflation — about 
4}2%  a  year — and  even  that  will  be 
difficult  in  view  of  the  cost  push  re- 
sulting from  steep  wage  increases 
which  had  to  be  granted  to  a  now 
highly  inflation-conscious  labor  force. 

/nvestmenf    Dilemma 

When  you  know  that  your  money's 
buying  power  is  gradually  but  inex- 
orably diminishing,  money,  obviously, 
is  not  a  good  investment.  If  you  buy 
bonds  that  now  pay  better  than  7%, 
you  barely  come  out  even  after  allow- 
ing for  the  income  tax.  If  you  spend 
the  interest  income,  you  actually  in- 
vade the  principal  of  your  capital. 
Investors,  therefore,  must  seek  a  more 
promising  place  for  their  money.  They 
will  either  buy  stocks  or  such  tangible 
assets  as  are  likely  to  maintain  their 
value.  Herein  seems  to  lie  the  ex- 
planation as  to  why  high  mortgage 
rates  have  not  deterred  the  home 
buyer.  He  expects  to  pay  off  his  debt 

Mr.  Biel  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Emanuel,  Deetjen  &  Co. 


with  depreciating  dollars,  just  as  cor- 
porations do  in  resorting  to  debt  fi- 
nancing on  an  ever-increasing  scale. 

But  those  of  us  who  don't  want  to 
buy  houses  or  other  real  estate,  collect 
paintings  or  postage  stamps  really  do 
not  have  a  feasible  alternative  to  buy- 
ing stocks.  There  is  nothing  wrong 
with  stocks,  except  that  it  is  not  pos- 
sible to  equate  value  with  price,  and 
it  can  be  more  than  a  little  disconcert- 
ing to  see  stocks  selling  either  way 
above  or  way  below  what  you  think 
they  are  worth. 

No  Limils? 

In  recent  months  the  value-price 
relationship  has  been  subjected  to  se- 
vere strains.  I  am  not  thinking  only 
of  the  new-issue  craze  or  the  fad 
stocks  like  nursing  homes,  hamburger 
and  chicken  joints  or  mobile-home 
builders.  These  aftect  only  a  com- 
paratively limited  segment  of  the 
market  and  the  dollar  amounts  in- 
volved are  not  huge.  Much  more  dis- 
turbing are  the  merger  shenanigans 
that  drive  prices  of  affected  stocks  to 
unjustifiable  levels.  As  a  result  of  com- 
petitive bidding  Sinclair  Oil  rose  80% 
in  two  months,  adding  three-fourths 
of  a  billion  dollars  to  its  market  value. 
Pennzoil's  tender  for  American  Smelt- 
ing increased  the  valuation  of  that 
company  by  some  $480  million  within 
a  few  weeks.  Acquisition-minded  bid- 
ders obviously  don't  care  what  they 
pay;  they  print  their  own  money  in 
the  form  of  debentures  or  stocks  or, 
worse,  warrants  which  are  not  a  "se- 
curity"  but  merely  a  piece  of  option 
paper. 

It  is  fine,  of  course,  if  you  happen 
to  be  the  owner  of  a  stock  where  this 
kind  of  lightning  strikes.  By  now  we 
have  reached  the  point  where  we 
look  at  a  company  and  wonder 
whether  it  might  become  a  possible 
merger  candidate.  Even  companies  as 
huge  as  International  Paper  or  Ana- 
conda are  believed  to  be  "eligible." 
We  may  not  like  this  game,  but  these 
are  the  facts  of  life  in  Wall  Street 
today.  They  are  the  direct  result  of 
an  inflation  psychology  which  breeds 
that  shocking  disrespect  for  the  value 
of  money. 

We  always  start  the  year  with  good 
intentions  and  promise  ourselves  not 
to    deviate — at   least,    not   too    far — 


from  the  path  of  investm.ent  virtue. 
It  may  be  appropriate,  therefore,  to 
begin  with  the  very  best:  IBM.  Be- 
cause of  its  eminence  and  size,  this 
company  is  bound  to  be  attacked 
again  and  again,  whether  by  the  Jus- 
tice Department  or  by  a  competitor. 
Yet  no  one  dares  to  doubt  that  IBM 
will  continue  to  move  forward  with 
the  force  of  a  steamroller.  At  present, 
IBM^is  selling  about  60  points  below 
its  all-time  peak  of  375  reached  some 
§ix  months  ago.  The  stock  is  still  not 
cheap  in  relation  to  last  year's  esti- 
mated earnings  of  $7.50  a  share,  but  if 
the  widely  projected  level  of  $8.50  to 
$9  a  share  could  be  attained  this  year, 
the  earnings  multiple  would  be 
around  37  which  is  not  exorbitant 
for  a  growth  stock  the  superb  quality 
of  IBM. 

Usually  one  does  not  think  of  Gen- 
eral Electric  (95)  as  a  conglomerate 
in  today's  sense  of  the  word,  but 
actually  it  is  a  most  broadly  diversi- 
fied enterprise,  with  products  ranging 
from  light  bulbs  to  jet  engines,  from 
toasters  to  power  generators.  Because 
of  its  size  GE  will  hardly  be  per- 
mitted to  accelerate  its  growth 
through  acquisition,  and  critics  have 
regarded  this  company  as  an  un- 
manageable colossus.  The  mediocre 
record  of  the  past  four  years  would 
seem  to  confirm  this  attitude,  but 
barring  a  major  slowdown  in  the 
economy,  which  appears  unlikely,  a 
significant  increase  in  profits  might  be 
expected. 

Reflecting  this  sluggishness  of  the  re- 
cent past,  GE  has  been  a  disappoint- 
ing investment  for  some  time,  still 
selling  25  points  below  its  1966  high. 
However,  assuming  that  earnings  will 
grow  to  around  $4.25  a  share  this 
year,  and  perhaps  rise  to  the  $5  level 
by  the  early  1970s,  GE  at  its  present 
level  constitutes  a  sound,  albeit  not 
exciting,  investment.  This  will  be  the 
70th  year  of  uninterrupted  dividend 
payments. 

100  Years  of  Dividends 

Travelers  Corp.  (32),  the  second- 
largest  multiline  insurance  company 
and  a  recent  newcomer  to  the  New 
York  Stock  Exchange,  has  an  even 
more  distinguished  dividend  record. 
It  goes  back  to  1864.  While  profits 
have  not  been  entirely  satisfactory  in 
the  past  couple  of  years,  the  intrigu- 
ing aspect  of  Travelers  is  the  fact  that 
the  stock  is  selling  at  a  significant  dis- 
count from  its  (adjusted)  book  value 
and  far  below  its  all-time  high  of  54}* 
reached  in  1964.  In  fact,  Travelers 
has  sold  well  above  its  present  price 
in  every  single  year  since  1961.  This 
stock  combines  a  limited  downside  risk 
and    a    fair   appreciation    potential.  ■ 
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Do  you  really  know 
the  company  you  keep- 
or  buy,  or  sell? 


Is  your  hard-earned  capital  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 

Do  you  know  how  the  company  earns  its  money,  how 
much  it  earns,  and  at  what  rate? 


Can  you  quickly  find  out.  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

.  .  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly  price  range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
.  .  .  the  number  of  outstanding 
shares   and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  m  the  stock? 

Canyou  objectivelyappraise  how 
the  stock  IS  likely  to  perform  in  the 
market  (1)  during  the  next  12 
months  ...  (2)  three  to  five  years 
•  from  now  ...  (3)  beyond  five  years 
from  now? 

These  are  some  of  the  many 
questions  investors  ask  in  order 
to  take  intelligent  decisions. 

If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  common  stocks,  or  if  they  are 
readily  accessible  to  you  in  your  own 
home  or  office,  you  probably  are  al- 
ready a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 
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you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  100  or 
more  different  stocks  and  analyses 
of  their  industry  groups  .  .  .  plus  the 
24page  Weekly  Summary  of  Advices 
&  Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price«changes  you  can  reasonably 


expect  —  and  when  —  for  each  of 
the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page  edi- 
torial section,  Selection  &  Opinion, 
which  includes  Value  Line's  Recom- 
mended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analy- 
sis of  the  business  and  stock  market 
outlook.  In  addition,  you  will  receive 
Value  Line's  monthly  Special  Report 
on  Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS*  With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its  2-volume  Investors   Reference 

Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  .  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-M0NTHTRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus-the  2-volume  Investors  Reference  Library 

consisting  of  Value  Line  sections  published  during  the 

13  weeks  preceding  start  of  this  subscription. 

D  Payment  enclosed  II  Bill  me 


n 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address 


City. 


.State 


■  Zip. 


A  A- 1626   ! 
I 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

IWESTMEIVT    SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
S  EAST  44th  STREET,   NEW  YORK.  N.  Y.  10017 

No  Jt;icn'ne/ii  of  this  jgrcemcni  \a.-iII  he  made  without  subscriber's  consent  ) 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz  ^ 


Psychological  Warfare 


Is  the  Forbes  Dec.  15  issue,  this  col- 
umn observed  that  it  was  "increasingly 
realistic  to  be  on  the  lookout  for  an- 
other intermediate-trend  reaction  (say, 
about  "1-10%  DJI),"  although  there 
seemed  to  be  at  that  time  no  clear 
technical  indications  that  such  a  set- 
back impended.  Two  weeks  later,  the 
classic  symptoms  of  an  incipient  in- 
termediate dovvTitrend  were  still  miss- 
ing in  the  stock  market's  internal  tech- 
nical indicators,  but  it  was  becoming 
possible  to  point  to  a  much  more  im- 
portant, external  source  of  potential 
trouble  that  seemed  capable  of  trig- 
gering a  price  decline  of  some  signifi- 
cance. During  the  second  half  of  De- 
cember, there  was  mounting  evidence 
that  the  Federal  Reserve  Board  had 
moved  from  moderate  toward  severe 
credit  restraint,  a  policy  shift  scarce- 
ly calculated  to  encourage  higher 
stock  prices.  There  were,  indeed, 
strong  reasons  for  thinking  that  the 
Fed  was  engineering,  or  at  least  will- 
ing to  countenance,  a  new  credit 
squeeze  reminiscent  of   1966. 

That  the  discount  rate  was  per- 
mitted to  rise  a  modest  one-fourth  of 
1%  (to  5.5%)  was  perhaps  the  least 
important  part  of  the  story.  Much 
more  telling  was  the  Board's  emphasis, 
in  announcing  the  rate  hike,  on  the 
need  to  reduce  not  only  inflationary 
pressures  but  also  inflationary  ex- 
pectations. Possibly  more  decisive  still 
was  what  the  Fed  refused  to  do  at 
the  same  time  it  let  the  discount  rate 
go  up:  It  did  not  raise  the  ceiling  on 
interest  rates  that  commercial  banks 
under  the  so-called  Regulation  Q,  can 
pay  for  large-denomination  certifi- 
cates of  deposit,  a  fomi  of  time  de- 
posit that  in  recent  years  has  become 
a  major  source  of  loanable  funds. 

less  Money  for  Lending 

By  holding  down  the  top  interest 
rate  for  CDs  while  letting  other  short- 
term  rates  rise,  the  Fed  can  make  it 
very  difficult,  even  impossible,  for 
commercial  banks  to  hold  on  to  these 
time  deposits  when  they  come  up  for 
renewal.  Large  quantities  of  CDs  ma- 
tured in  mid-December,  and  more 
are  about  to  run  off  now;  as  long  as 
the  Q-ceiling  is  not  raised  to  a  level 
where    it    can    compete    with    other 

•Mr.  Schuli  is  a  partner  in  th«  New  York  Stocli 
Exchange   firm   of   Wolfe   &   Co. 
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money-market  instruments,  the  banks 
will  have  considerably  less  money  to 
lend  out.  In  the  process  known  as  dis- 
intermediation,  money  then  flows  out 
of  traditional  channels  into  others 
where  it  becomes  less  readily  accessi- 
ble to  all  but  the  largest  borrowers. 
Disintermediation  and  skyrocketing  in- 
terest rates  were  the  hallmarks  of  the 
1966  credit  crunch. 

It  is,  of  course,  possible  that  the 
Fed  will  not  wait  very  long  before 
raising  the  Q-ceiling,  thus  mitigating 
the  problem  of  disintermediation  and, 
in  essence,  limiting  its  policy  of  re- 
straint to  making  credit  very  expen- 
sive rather  than  almost  unavailable. 
In  any  case,  there  are  some  reasons 
for  thinking  that  a  credit  squeeze 
now  would  not  be  as  severe  or  as  pro- 
longed as  the  1966  prototype.  For 
one  thing,  the  banking  system  went 
into  the  current  phase  of  restraint 
with  over-all  liquidity  at  a  consider- 
ably higher  level;  for  another,  after 
mid-January,  seasonal  factors  usually 
make  for  a  decline  in  credit  demands. 
That's  why  I  think  it  is  doubtful  that 
the  new  Federal  Reserve  policy  will 
lead  to  a  1966-style  bear  market  in 
common  stock  prices.  Besides,  the 
stock  market  today  is  less  dependent 
on  credit  than  it  was  in  1966,  parth 
because  margin  requirements  now  are, 
and  for  many  months  have  been, 
higher  and  tighter  than  they  were 
three  years  ago,  and  partly  because 
the  dominant  institutional  investors 
are  probably  to  some  considerable  ex- 
tent immune  to  the  efi^ects  of  a  credit 
stringency. 

On  the  other  hand,  a  Federal  Re- 
serve policy  of  aggressive  restraint 
could  very  conceivabK'  promote  a  sub- 
stantial intermediate-trend  dechne  in 
stock  prices.  \\'hile  the  squeeze — 
threatened  or  real — aims  not  only  at 
actual  inflationary  pressures  but  also 
at  inflationary  expectancies,  the  pres- 
sures may  need  less  squeezing  than 
the  expectancies.  There  seems  to  be 
little  doubt  that  upward  rates  of 
change  in  both  gross  national  product 
and  consumer  prices  have  aheady 
begun  to  diminish.  Thus  it  strikes  me 
that  the  Fed  has  declared  war  on  in- 
flationary anticipations  precisely  at  a 
juncture  when  these  are  losing  vahd- 
it\'.  The  result,  at  least  so  far  as  the 
stock  market  is  concerned,  could  be 


to  hasten  an  awakening  that  might 
otherwise  have  been  postponed.  More- 
over, if  the  Fed  wants  to  wage  psy- 
chological warfare  on  inflationary  at- 
titudes, it  can  produce  the  desired  ef- 
fect nowhere  as  promptly  as  in  the 
stock  market.  In  short,  I  think  inves- 
tors had  best  assume  that  the  Fed 
will  be  hostile  to  a  vulnerable  stock 
market  for  the  intermediate  term. 

A  Buying  Opportunity 

As  I  have  frequently  pointed  out 
in  these  columns,  intermediate-trend 
reactions  in  a  bull  market  tend  to  set 
the  Dow-Jones  industrials  back  by 
some  7%-10%.  By  this  standard,  the 
Dow  could  be  expected  to  retreat 
from  its  early  December  high  at  995 
to  about  925-900,  where,  on  the  basis 
of  very  early  and  tentative  estimates 
of  1969  results,  its  price/eamings 
would  probably  be  a  relatively  attrac- 
tive 15  times  or  so. 

But  it  ma\'  become  necessary  to 
allow  for  some  "overshoot,"  for  a  pos- 
sibility that  a  largely  ps\'chologically 
motivated  correction  will  carry  the 
decline  somewhat  beyond  noiTnal  in- 
termediate-downtrend standards.  A 
well  publicized  anti-inflation  cam- 
paign by  the  Reserve  Board  would 
quite  probably  lead  economists  to 
reduce  their  projections  of  GNP  gains 
for  the  first  half  of  1969  and  to  post- 
pone their  expectations  of  a  new  up- 
turn from  the  tliird  to  the  fourth 
quarter.  Some  of  them  undoubtedly 
would  soon  begin  to  weigh  the  possi- 
bility of  a  modest  recession — that  is, 
of  some  decline  in  GNP  for  two  con- 
secutive quarters.  Under  such  condi- 
tions, there  would  be  little  encourage- 
ment for  analysts  to  make  favorable 
estimates  of  corporate  earnings  for  the 
next  six  to  nine  months  (unless  they 
assumed  that  a  tight  credit  policy  now 
^\•ould  permit  remo\al  of  the  surtax 
at  midyear).  Besides,  sooner  or  later, 
some  people  would  probably  begin 
to  worr\'  lest  the  Fed  might  find  it 
impossible  to  stop  what  it  had  started. 

Nevertheless,  as  noted  above,  there 
seem  to  be  no  grounds  now  to  expect 
that  an  intermediate  downtrend  at 
this  stage  would  degenerate  into  an 
all-out  bear  market  like  that  of  1966, 
which  threw  the  Dow  for  a  25%  loss. 
(I  would  attribute  no  great  technical 
significance  to  the  fact  that  the  Dow 
failed  to  better  its  1966  all-time  high 
of  995.)  Instead  I  would  look  upon 
an  intermediate  downtrend  as  leading 
to  another  desirable  longer-term  buy- 
ing opportunity'.  However,  before  this 
opportunity  arrives,  the  stock  market 
may  have  to  go  through  a  phase  of 
repeated  climactic  selling.  ■ 


Mr.  Lurie  is  on  vacation.  His  col- 
umn will  appear  in  the  next  issue. 
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Get  both  Moody's  Stock  Selector  for  1969 

and  Moody's  Handbook  of  Common  Stocks 

for  the  price  of  the  Handbook  alone. 


MOODY'S 
STOCK  SURVEY 


B  lavcttmaii  OuUenge 


Here  in  a  big,  once-a-year  combina- 
tion offer  is  much  of  the  advice  and 
information  you  need  to  invest  intelli- 
ijently  now  and  in  the  months  to  come. 

101  Securities  to  Buy 

Moody's  Stock  Selector  and  Portfolio 
Guide  for  1969  does  more  than  name 
101  securities  Moody's  believes  inves- 
tors would  be  wise  to  buy  now.  It  gives 
you  vital  facts  about  each.  And  groups 
them  by  investment  objective  and  type 
so  that  you  can  easily  select  those  that 
suit  you  best,  as  follows : 

7  Dynamic  Growth  Stocks 

7  Special  Situations 

9  Conglomerates  Strongly 
Situated  for  Rapid  Gains 

6  Service  Stocks  for  Growth 

10  Post-Vietnam  Building-boom 

Stocks 
10  Nuclear  Energy  and  Natural 

Resources  Stocks 

5  Depressed  Stocks  with 
Turnaround  Potential 

8  Stocks  to  Use  as  Hedges 
In  Monetary  Crises 

7  Convertible  Preferreds 

6  Bonds  for  High  Income 

The  Stock  Selector  &  Portfolio  Guide 
also  includes  information  which  will 
enable  you  to  organize  your  securities 
more  efficiently.  It  tells  about  the  type 
of  stocks  Moody's  believes  investors 
might  be  wise  to  switch  from  and  to, 
discusses  the  place  of  bonds,  and  in- 
cludes specific  examples  of  recom- 
mended securities  for  four  different 
types  of  portfolios :  (1)  Hedge  for  Mon- 
etary Crises  and  Inflation  Risks  (2) 
Balanced  for  Conservative  Investors 
(3)  For  Aggressive  Investors  and  (4) 
For  Current  Income. 
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Moody's  Stock  Selector  &  Portfolio 
Guide  for  1969  alone,  we  believe,  will 
help  many  investors  to  improve  the 
growth  prospects  for  their  stocks,  to 
increase  investment  income,  and/ or  to 
reduce  investment  risk.  But  most  in- 
vestors can  also  benefit,  in  our  opinion, 
by  having  on  hand  as  well,  the  enor- 
mous amount  of  information  contained 
in  Moody's  Handbook  of  Common 
Stocks. 

Moody's  Handbook 

Suppose,  for  example,  you  get  an  idea 
of  a  stock  you  wish  to  buy.  Or  some- 
one recommends  a  stock  to  you.  You 
want  information  which  will  help  you 
make  a  sound  decision  as  to  whether 
you  should  buy  the  stock  or  not. 

In  most  cases  you'll  be  able  to  get 
that  information  by  looking  the  stock 
up  in  Moody's  Handbook.  Practically 
every  stock  listed  on  the  New  York 
and  American  Stock  Exchanges  is  cov- 
ered. As  well  as  125  important  unlisted 
stocks.  2214  stocks  in  all !  Data  given 
for  these  stocks  includes : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price- Earnings  Katie 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

For  1010  widely  held  stocks,  the  data 
goes  back  11  years.  Additional  cate- 
gories are  included  and  charts  show 
price  movements  of  all  1010  stocks. 

It  costs  only  $12— a  small  sum  when 
you  consider  the  amount  of  money  the 
Handbook  can  prove  to  be  worth  by 
helping  you  make  a  single  wise  pur- 
chase or  sale.  And  when  you  remember 
the  $12  is  deductible  from  your  in- 
come tax. 

To  receive  Moody's  Stock  Selector  & 
Portfolio  Guide  for  1969,  and  Moody's 
Handbook  of  Common  Stocks  for  only 
$12— mail  the  coupon  with  your  check 
right  away. 
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^y  MOODY'S  INVESTORS  SERVICE,  INC. 
99  Church  Street,  New  York,  N.  Y.  10007 

Please  send  me  Moody's  Stock  Selector  and  Portfolio  Guide 
for  1969  and  Moody's  Handbook  of  Common  Stocks. 
n  Bill  me  for  $12.00  plus  a  nominal  amount  for  postage  and 
handling.  If  not  completely  satisfied,  I  will  return  the  Guide 
and  the  Handbook  within  ten  days  without  cost  or  obligation. 


Name 


L 


street  Address 


City 


state 


Zip  Code 


D  If  checked  here, 
check  for  $12.00  is 
enclosed  which  will 
save  me  postage  and 
handling  costs.  If  I 
am  not  completely 
satisfied  with  the 
Guide  and  the  Hand- 
book, I  will  return 
them,  and  Moody's 
will  promptly  refund 
$12.00  to  me. 


J 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUHD,IHC. 

I.  I9S0 

A  HO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


91 


St 


consecutive 
dividend 


7  Cents  a  Share 
Payable  Dec.  26,  1968 
Record  Date  Dec.  9,  1968 
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BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION    SERVICE  FUND 


th 


156 

consecutive 

quarterly 

dividend 


^ 


13  Cents  a  Share 
Payable  Dec.  26,  1968 
Record  Date  Dec.  9,  1968 

65  BROADWAY.  NEW  YORK,  N.  Y.  10006 


THE  FUNDS 


Two  Gimmicks 

Competitive  Capital  Fund  wa.s 
formed  last  year,  and  in  the  current 
fund  business,  where  each  new  fund 
must  have  an  angle  of  some  kind. 
Competitive  Capital's  gimmick  was 
simplicity  itself.  It  divided  its  as- 
sets among  five  managers  who  com- 
peted for  increasing  shares  on  the 
basis  of  their  performances. 

The  five:  Karl  D.  Pettit  &  Co.,  of 
New  York,  advisers  to  Knickerbocker 
Fund;  O'Neil  Management  Co.,  Bev- 
erly Hills  (Forbes,  Dec.  1,  1968); 
Neville,  Rodie  &  Shaw,  Inc.,  New 
York;  Colonial  Management  Asso- 
ciates, Boston;  and  Arnold  Bernhard 
&  Co.,  New  York,  adviser  to  the  Value 
Line  funds.  As  of  a  few  months  ago, 
the  $lI2-million  Competitive  Capital 
Fund  started  dividing  its  new  money 
as  follows:  30%  to  Pettit;  2.5%  to  O'Neil; 
20%  to  Colonial;  15%  to  Bernhard; 
10%  to  NR&S. 

But  Competitive  Capital  has  a  prob- 
lem: How  to  measure  performance  so 
as  to  see  who  is  doing  the  best  job. 
You  can,  of  course,  use  the  simple- 
minded  quarter-by-quarter  or  year- 
by-year  figures  which  beguile  naive 
investors.  But,  as  any  follower  of 
Forbes'  Annual  Mutual  Fund  Survey 
knows,  measuring  the  true  consistency 
of  fund  performance  is  much  more 
complicated  than  that.  So  Competi- 
tive Capital  is  turning  to  computers. 

The  fund  has  recently  inaugurated 
a  project  at  the  University  of  Texas 
Business  School  under  the  direction  of 
former  Teledyne  co-founder  George 
Kozmetsky,  who  is  the  business 
school's  dean  in  addition  to  shep- 
herding the  university's  endowment 
funds  (Forbes,  Apr.  15,  1968). 

Preliminary  studies,  for  instance, 
have  already  shown,  says  Kozmetsky, 
that  an  investor  does  not  do  as  well 
over  a  five-year  period  by  investing 
in  the  No.  One  fund  in  performance. 
Why  not?  Simply  because  no  fund 
stays  No.  One  for  very  long.  "The 
study  that  fitted  data  backward  in 
time,"  says  Kozmetsky,  "has  shown 
that  it's  best  to  buy  a  real  consistent 
No.  Ten  in  performance. "  The  studies 
also  try  to  measure  the  degree  of 
risk  each  manager  takes  to  achie%e 
his  results. 

Each  of  Competitive  Capital's  five 
independent  managers  submits  dail\ 
transaction  data  to  the  Texas  com- 
puter. Boesel  has  also  invited  other 
money  managers  to  submit  their  port- 
folio decisions. 

It's  not  enough  to  have  a  hot  fund 
today;    the   woods  are  full  of  those. 


You  have  to  have  gimmicks,  too,  and 
Competitive  Capital  has  not  one, 
but  two:  a  horse  race  among  its 
money  managers  and  Kosmetsky's 
computers  as  umpire. 

T/ie  Performance  Game 

It's  an  old  story  now,  repeated  dozens 
of  tipies  in  the  past  few  years.  You 
start  a  small  mutual  fund,  and  by 
doing  things  a  bigger  fund  couldn't 
■easily  do,  you  establish  a  flashy  record 
— fast.  You  look  terrific  in  the  short- 
term  comparisons,  and  the  money 
starts  pouring  in. 

Latest  to  try  the  game  is  New  York's 
Sherman,  Dean  Fund.  It  currently  had 
only  about  .$3.4  million  in  assets. 
But  between  going  public  last  Feb- 
ruary and  the  year's  end,  its  asset 
value  rose  35%,  one  of  the  best  gains 
in  the  business. 

"We're  registered  with  the  SEC  as 
a  nondiversified  fund,"  says  fund 
manager  J.  Walter  Sherman,  51,  who 
also  runs  an  institutional  brokerage 
business.  "As  diversified  funds,  most 
of  the  funds,"  says  Sherman,  "aren't 
permitted  to  put  more  than  5%  of 
their  assets  into  situations  even  if  they 
like  them.  And  if  those  funds  are  big, 
that  means  they  have  to  have  a  lot  of 
stocks.  And  to  watch  100  stocks  in 
depth,  particularly  if  they're  original 
situations,  is  very  difficult." 

Sherman  has  just  over  30  issues  in 
his  portfolio,  but  concentrates  on  five 
or  ten  of  these.  "Benguet  Consofidated 
is  our  biggest  concentration,"  he  says, 
meaning  about  30,000  shares  at  the 
end  of  November. 

Other  proportionately  large  holdings 
are  Glen  Alden  Corp.  "because  I  feel 
Meshulam  Riklis  is  a  terrific  financial 
operator";  CBK  Industries  "because  it 
is  the  only  publicly  traded  stock  that 
is  wholly  in  farming  which  I  think 
will  be  a  future  growth  area";  Checker 
Motors  Coip.  "because  the  consolida- 
tion with  Chicago  Yellow  Cab  and 
Parmlee  Transportation  will  give  it 
the  cash  to  expand  its  motor  division. 
It's  the  only  U.S.  manufacturer  of 
diesel  cars,  but  until  now,  it  has  had 
no  distribution  or  advertising";  West- 
ern Union  "because  I  think  it  is  a 
sleeping  giant." 

The  price  of  starting  in  this  small 
way  is  that  you  lose  money  on  the 
fund  in  the  beginning.  Since  the  Sher- 
man, Dean  Fund  currently  produces 
only  about  $25,000  a  year  in  man- 
agement fees,  it's  obviously  losing 
money  for  its  sponsors.  And,  because 
it  is  a  no-load  fund,  Sherman  can't 
count  on  brokers  pushing  it  for  him. 
He's  counting  on  publicity  from  some 
of  the  short-range  mutual  fund  sur- 
veys that  are  popular  these  days  to 
bring  the  public  in  and  put  him  in 
clover.  ■ 
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To  a  man  who  hopes  to  increase  his 
net,  after-tax  results  from  investments 
significantly in  the  next  five  years! 


Actually,  the  idea  evolved  here  may  very  well 
be  your  idea.  That  is,  it  may  be  a  principle 
you  have  had  simmering  on  the  back  burner 
for  some  time. 

As  a  Forbes  reader  you  are  either  person- 
ally identified  in  using  (or  you  are  well  ac- 
quainted with )  modem  business  management 
principles  which  can  mark  the  difference  be- 
tween sad.  mediocre  or  good  results  in  running 
a  business.  Have  you  considered  that  modern 
business  management  principles  might  also  help 
make  your  financial  future  significantly  more 
comfortable  if  those  principles  are  applied  con- 
sistently in  managing  your  investments? 

For  example,  think  about  your  stocks  as  you 
consider  this  typical  business  management  prin- 
ciple: "Results  are  accomplished  by  allocating 
resources  to  exploiting  opportunities,  not  to 
solving  problems." 

Ponder  That  Statement 
There  is  nothmg  exceptionally  profound  nor 
unusual  in  that  observation.  Probably  you  ap- 
ply that  principle  as  a  way  of  life  in  appraising 
the  merits  of  a  possible  acquisition,  measuring 
the  potential  market  for  a  new  product  or  de- 
ciding when  to  eliminate  a  division,  or  a  prod- 
uct line  that  does  not  produce  results  which 
meet  your  predetermined  profit  requirements. 
However,  is  that  management  principle,  and 
others,  being  applied  effectively  in  managing 
your  personal  investments?  That  is,  do  you 
have  a  specific  investment  plan  that  helps  you 
concentrate  resources  in  opportunity  stocks  and 
eliminate  problem  stocks? 

Please  Do  Not  Misunderstand 
I  do  not  imply  that  the  semi-psychological 
problem  of  stock  selection  and  stock  elimination 
can  be  reduced  to  a  system.  Any  seasoned  in- 
vestor who  has  ever  tried  to  make  money  in 
stocks  by  a  system  would  recognize  such  an  at- 
tempt as  nonsense.  We  are  not  talking  about 
a  system.  We  are  talking  about  applying  busi- 
ness principles  in  trying  to  reduce  risk  and  in- 
crease net,  after-tax  results  from  investments 
in  stocks.  Consider  these  hypothetical  examples: 


Individual  slocks  discussed  here  are  for  illustra- 
tion purposes  only.  No  implication  is  intended 
that  Mansfield  Mills  Inc.  (for  its  own  account  or 
for  the  account  of  any  client)  did  or  did  not  buy, 
sell,  or  recommend  any  of  these  stocks. 


(a)  Assume  $1,000  of  your  money  invested  in  Tex- 
tron stock  for  five  years,  1958  through  1962; 
then  Textron  sold  and  the  proceeds  put  into 
General  Foods  with  General  Foods  stock  then 
held  for  the  next  five  years  to  the  end  of  1967. 
//  yon  ill  J  that,  yonr  SI  ,000  would  have  grown 
to  only  $1,300. 

But,  turn  that  situation  around: 

(b)  Assume  $1,000  in  General  Foods  stock  1958 
through  1962.  then  switched  to  Textron  which 
you  hold  to  the  end  of  1967.  In  thai  event, 
your  $1,000  grows  to  $24,200! 

Take  another  example  — 

(a)  Assume  $1,000  in  Howmet  stock  (formerly 
Howe  Sound)  1961-1964;  then  switched  to 
Chrysler  and  hold  Chrysler  to  the  end  of 
1967.     Your  $1,000  shrinks  to  5665. 

(b)  Reverse  the  order  of  those  investments  in  those 
two  3-year  periods  and  voiir  $1,000  grows  Ip 
$37,600! 

Question:  What  are  the  principles  which  may 
help  accomplish  more  of  (b)  and  less  of  (a)? 

By  no  stretch  of  the  imagination  are  there 
principles  that  will  help  you  and  me  to  even 
remotely  approach  all  of  Condition  (b)  and  do 
none  of  Condition  (a).  However,  several  years 
ago  we  codified  these  basic  principles  we  find 
useful  in  working  toward  that  desirable  objec- 
tive: 

( 1 )  Most  large  corporations  experience  superior 
individual  Growth  Phases,  but  these  may  oc- 
cur at  different  times. 

(2)  Growth  Phases  may  be  identified  in  seven 
classifications.  (Textron.  General  Foods,  How- 
met  and  Chrysler  reflect  three  of  those  classi- 
fications.) 

(3)  General  market  trends  may  accelerate  or  re- 
tard the  stock  of  a  corporation  in  a  Growth 
Phase,  but  corporations  in  Growth  Phases,  do 
not  depend  on  market  trends,  they  make  their 
own. 

(4)  All  Growth  Pha.ies  are  temporary!  Although 
some  Growth  Phases  last  for  years,  in  the 
stocks  the  period  of  superior  progress  often  is 
preceded  and  followed  by  long  periods  of  qui- 
escent or  negative  performance. 

Our  research  people  have  codified  some 
check  points  which  we  find  helpful  in  identify- 
ing, then  relatively  measuring  Growth  Phase 
life  spans  through  stages  of  germination,  prog- 
ress, realization  and  termination.    In  a  broad 


IHH  iVULLS  CJROWTH  CURVl 


way,  we  find  Growth  Phases  may  be  plotted 
approximately  as  shown  in  The  Mills  Growth 
Curve. 

If  You  Invest  $10,000  to  $500,000 

Of  course,  I  do  not  know  what  your  personal 
investment  goals  are,  but  1  do  know  they  are 
important  to  you. 

Here  at  Mansfield  Mills  Inc.  we  do  no  brok- 
erage; we  have  no  mutual  funds  to  sell;  no  sub- 
scription service  to  promote.  My  staff  and  I 
devote  our  full  attention  to  providing  private 
investment  counsel  for  people  who  have  looked 
into  our  program  and  liked  what  they  saw. 

If  our  investment  principles  are  in  line  with 
your  thinking  and  if  you  invest  $10,000  to 
$500,000  or  more  in  stocks  and  if  you  believe 
you  might  like  to  shift  investment  decision- 
making responsibility  from  your  shoulders  to 
your  personal  investment  counsel  .  .  .  request 
a  complimentary  copy  of  this  48-page  booklet, 
examine  the  facts  and  determine  by  your  own 
judgment  if  this  plan  is  for  you. 

/ 
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Inveslmen!  Adviser  since  1938. 

Clients  in  all  stales  and  abroad. 

Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave. 
P.O.  Box  351  La  Jolla,  California  92037 


Send  me  a  complimentary  copy  of  "Personal  Investment  Counsel" 

r~[  I  depend  upon  investments  for  some  income 
Q  Capital  gains  are  my  main  objective 

Name 


Address_ 


City_ 


_Stale_ 


_Zip_ 


Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave.,  P.O.  Box  351  La  Jolla,  Californu  92037 
1^,, 
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16,000  COPIES  SOLD! 
NOW  IN  4th  PRINTING! 

*Peisner 

Attacks  These 

Opinions: 

•  stocks  rise  most 
before  good  earnings 
report 

•  Institutions  use 
"insider  info"  to  buy 
ahead  of  public 


•ROBERT  PEISNER 

Account  Executive 
with  a  New  Yorlt 
Stock  Kschange  mem- 
ber  firm. 


HOW  TO  SELECT 
RAPID  GROWTH  STOCKS 

EXPLAINS:  An  amazing  NEW  method  to  buy 
and  sell  growth  stocks  .  .  ,  Where  to  find  growth 
information  is  completely  detailed  .  .  .  Describes 
exactly — to  tfie  very  day — when  to  buy  and  sell 
.  .  .  Mainly  New  York  and  American  Stock  Ex- 
change QUALITY  GROWTH  stocks  selected  .  .  . 
34  specific,  fully  detailed  examples  .  .  . 
Learn  how  to  select  a  growth  stock  in  3  min- 
utes .  .   .  160  pages. 

■"^"— ^MAIL  COUPON  TODAY  ^■"^■~ 

To— STOCK   FUNDAMENTALS   CO.    DEPT.    F-3 
P.O.    BOX    838,    BEVERLY    HILLS,    CALIF.    90213 
Enclosed  is  $  Send  me  copies 

of  HOW  TO   SELECT   RAPID   GROWTH    STOCKS  at 
$4.95  each   (U.S.   funds  only). 

Name  

Address    

Cit' 


:ity 


..Zip.. 


State  

Calif,   residents   add   25<'  sales  tax  (5%) 
Tax  Deductible  for  Investors    Money  Back  Guarantee 


r  BOSTON  EDISON 
j         COMPANY         I 

I  Common  Dividend  No.  319  i 

1  A  quarterly  dividend  of  52c  per       | 

2  share  on  the  Common  Stock  of 
I  the  Company  has  been  declared 
I  payable  on  the  first  day  of 
5  February  1969  to  stockholders 
I  of  record  at  the  close  of  business 
I  on  January  10,  1969. 

I  Preferred  Dividend 

1  A  quarterly  dividend  of  $1 .06  per 

2  share  has  been  declared  payable 
I  on  the  first  day  of  February 
I  1969  to  stockholders  of  record  at 
9  the  close  of  business  on  January 
I  10,  1969  of  the  Company's 
I  Cumulative  Preferred  Stock, 
i  4.25%  Series. 

1  Preferred  Dividend 

!  Aquarterly  dividend  of  $1.19  per 
i       share  has  been  declared  payable 

ion  the  first  day  of  February 
1969  to  stockholders  of  record  at 
I  the  close  of  business  on  January 
J  10,  1969  of  the  Company's 
Cumulative  Preferred  Stock , 
4.78'^;  Series. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.  TYRRELL 

LVice  President  and  Treasurer        j 
Boston,  December  23,  1968  i 


Trends 

&  Tangents 

(Continued  from  page  9) 

mark  may  yield  an  unexpected 
bonus  to  the  European  commun- 
ity: France  may  drop  her  objec- 
tions to  Britain's  entry  into  the 
Common  Market.  In  a  recent 
article  of  the  French  business  jour- 
nal Entrepiise,  noted  journalist 
Phillipe  Heymann  reports  that 
several  key  French  officials  feel 
Britain  should  be  welcomed  into 
the  Six  with  open  arms.  Why  the 
sudden  change  of  heart?  "If  the 
French  economy  continues  at  its 
present  pace,"  writes  Heymann, 
"we  shall  finish  by  longing  for  the 
presence  of  the  English  in  the 
Common  Market  to  counterbalance 
the  remarkable  industrial  efficiency 
of  the  German  Federal  Republic." 

Shipping  the  Weed 

Although  domestic  sales  of  cig- 
arettes are  down,  exports  of  un- 
manufactured tobacco  are  up. 
Agriculture  Department  statistics 
show  exports  for  the  first  11 
months  of  1968  running  5%  ahead 
of  1967.  Although  dock  strikes 
might  have  reduced  December 
shipments,  the  department  thinks 
that  exports  for  calendar  1968  will 
top  the  record  572  million  pounds 
in  1967.  However,  new  competi- 
tion emerging  in  the  Far  East 
could  stem  U.S.  exports.  Japan 
was  the  third-largest  buyer  of  U.S. 
tobacco  in  1966  with  8%  (behind 
the  United  Kingdom  with  24%  and 
West  Germany  with  18%).  Now  it 
has  dropped  to  fifth  place  with  4% 
because  it  is  growing  more  of  its 
own  tobacco  and  buying  more  from 
new  tobacco  farms  in  South  Korea 
and    India. 

Cherished  Competitor 

Suppose  Chrysler  had  designed 
the  Ford  Model  T  and  then  several 
decades  later  designed  the  Ford 
Mustang.  Sounds  absurd?  That's 
exactly  what's  been  happening  in 
Germany.  The  famous  Volkswagen 
beetle  was  designed  by  Ferdinand 
Porsche  abnost  35  years  ago.  Be- 
fore World  War  II,  Porsche  sold 
his  design  to  the  government. 
After  the  war,  he  concentrated  on 
his  first  love:  fast  sportscars.  Now 
Porsche  and  Volkswagen  plan  a 
joint  venture  to  produce  a  Volks- 
wagen sportscar — designed  by  Por- 
sche and  built  by  \'olkswagen.  The 
car  will  be  on  the  market  in  1969. 
American  Motors  take  note.  ■ 


How  5  simple  steps 

can  start  a 

portfolio  of  as 

little  as  $5,000 

working  toward 

capital  growth 

Here  is  all  you  have  to  do  to  begin 
benefiting  from  the  Danforth 
Associates  Investment  Management 
Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet'  with  your  name  and  ad- 
dress and  mail  to  Dept.  D-57. 

Danforth  Associates 

Wellesley  hills,  Mass.,  usa  ouSi 

Investment  Management    .    Incorporated  1936 
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FundScope  uncovers  the  facts  in  a  new  exclusive  report. 


Of  314  mutual  funds  surveyed  by  FundScope,  53  charge  no  sales 
commission,  while  the  rest  make  a  sales  charge  from  1%  to  8.85%. 
From  the  standpoint  of  getting  your  dollar's  worth,  FundScope  com- 
pares BUYING  COSTS  (sales  commissions)  with  PERFORMANCE 
RESULTS  and  comes  up  with  some  very  significant  information.  It 
shows  that  for  our  latest  tabulated  12  month  period,  among  the  TOP 
25  funds,  8  are  No-Load  funds ...  for  the  latest  5  year  period,  20  of 
the  TOP  25  are  Load  funds  and  5  are  No-Load  funds.  FUNDSCOPE 
NAMES  THESE  FUNDS.  In  addition,  you'll  see  exactly  how  the  5  top 
No-Load  funds  compare  with  the  5  top  Load  funds  in  10  year  growth 
performance  results. . .  and  how  the  "Go-Go"  performance  No-Load 
funds  compare  with  "Go-Go"  Load  funds. 

You'll  see  for  yourself  how  No-Load  funds  and  Load  funds  compare 
for  GROWTH  ...  for  INCOME  ...  for  STABILITY  in  both  rising  market 
periods  and  declining  market  periods. 

Packed  with  factual  data,  FundScope's  exclusive  issue  reveals 
which  funds  are  a  "bargain"  and  which  are  expensive.  You'll  learn 
how  to  avoid  "hidden  costs"  and  make  your  purchase  of  mutual  funds 
a  bargain ...  not  false  economy. 

Why  would  a  New  York  Stock  Exchange  broker  sell  you  a  No-load 
fund  ttiat  will  pay  him  no  commission?  What  should  investors  look 
for  regarding  "redemption  fees"?  Are  expense  ratios  significant  to 
investors?  Is  the  type  of  fund  you  choose  important?  Which  funds 
have  a  "Keogh  Plan  "?  FundScope  answers  these  and  many  other 
questions  designed  to  help  you  avoid  the  pitfalls  that  trap  so  many 
uninformed  investors. 

If  your  goal  is  successful  performance  from  mutual  funds,  let 
FundScope  provide  you  with  the  facts.  NO  OTHER  PUBLICATION  IS 
LIKE  FUNDSCOPE.  IT  PRESENTS  INFORMATION  NOT  AVAILABLE  ANY- 
WHERE ELSE  -  AT  ANY  PRICE.  Before  you  make  any  important  deci- 
sions regarding  mutual  funds,  you  owe  it  to  yourself  to  see  why  each 
month  over  20,000  investors,  brokers  and  money  managers  from 
every  state  and  48  foreign  nations  read  FundScope.  This  new  mutual 
fund  bible  helps  point  the  way  toward  more  intelligent  investing. 
Now  in  its  nth  year,  FUNDSCOPE  REGULARLY  COVERS  WELL  OVER 
300  MUTUAL  FUNDS.  THIS  IS  BY  FAR  THE  MOST  COMPREHENSIVE 
REGULAR  COVERAGE  AVAILABLE  TO  THE  PUBLIC. 

SPECIAL  OFFER  (New  trial  subscribers  only):  Send  just  $12  and 
receive  a  3-month  subscription  to  FundScope  beginning  with  the  big 
January  "No-Load  vs.  Load  Fund"  issue.  You'll  also  receive  the  Feb- 
ruary "1968  Performance  Results"  issue  and  the  March  issue  that 
features  exclusive  annual  performance  results  for  each  of  the  past 
8  years. 

PbUS  2  BIG  BOnUSES 

1.  FundScope's  annual  MUTUAL  FUND  GUIDE  with  260  pages  of  vital 
data  on  over  300  funds,  including  their  addresses. 

2.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL 
SECURITY.  A  special  reprint  that  tells  what  is  behmd  these  com- 
bination packages. 

Remember,  FUNDSCOPE  is  the  only  publication  of  its  kind,  and  spot- 
lights unusual  news  and  features  items  out  of  the  ordinary  which 
may  mean  dollars  in  your  pocket.  We  do  not  sell  mutual  funds  or  have 
any  connection  whatsoever  with  any  fund  or  related  company.  No 
salesman  will  call. 


HOUI  DOES  yOUR  FUHD  RHRK? 


NO-LOAD  FUNDS 


Am  Investment 
Am  Investors 
Amer  Pacific 
Babson  Fund 
Beacon  Hill 

Computund 
Concord 
Consultants 
Counselors 
deVegh  Mut 
Dodge  Cox  Sal 

LOAD  FUNDS 

Aberdeen 
Advisers 
Affiliated 
All  American 
Allen.  LB 
AlvlCAP  Fund 
Amer  Business 
Amer  Diversfd 
Amer  Growth 
Am  Insurance 
Amer  Mutual 
Anctior  Cap 
Associated 
Axe-Hougtit  A 
Axe-Hougtit  B 
Axe-H  Stock 
Axe  Science 

Balanced  Inc 
Blair  Fund 
Blue  Ridge 
Bondstock 
Boston  Fund 
Broad  Street 
Brown-Hawaii 
Bullock 

California 
Canada  Gen 
Canadian 
Capital  Inc 
Cap  Inv  Gr 
Capital  Life 
Century  Shrs 
C  G  Fund 
Ctiandler 
Channing  Bal 
Ctianning  Com 
Cfianning  Gr 
Channing  'nc 
Channing  Spl 
Chase 

Chase  Frontier 
Chemical 
Citadel 
Colonial  Eq 
Colonial  Fd 
Colonial  Gr 
Com  Stk-SBM 
Commw  Cap 
Commw  Income 
Commw  Inv 
Commw  Stock 
Commw  Tr  AB 
Commw  Tr  CO 
Competitive  Cap 
Composite  B&S 


Dodge  Cox  Stk 
Drexel  Equity 
Energy  Fund 
Farm  Bureau 
Found  Stock 
General  Sec 
Gibraltar  Gr 
Guardian 
Hubshman 
Inv/lndicators 


Composite  Fd 
Consumers 
Contrafund 
Convert  Sec 
Corporate  Ldrs 
Country  Cap 
Crown  W  Dal 
Crown  W  Div 
Decade 
Decatur 
Delaware 
Diversfd  Gr 
Diversfd  Inv 
Dividend  Shrs 
Dow  Theory 
Dreyfus 

Eaton  Bal 
Eaton  Growth 
Eaton  Special 
Eaton  Slock 
Eberstadt 
Employers 
Enterprise 
Equity  Fund 
Equity  Growth 
Everest 
Explorer  Fund 
Fairfield 
Federated 
Fidelity  Cap 
Fidelity  Fund 
Fidelity  Trend 
Fin  Dynamics 
Financial  Ind 
FIF  Income 
First  Arbitrage 
First  Inv  Gr 
First  Inv  Stk 
First  Multifund 
First  Partic 
First  Virginia 
Fletcher  Cap 
Fletcher  Fund 
Florida  Gr 
Found  Life- 
Founders 
Foursquare 
Frank  DynaTech 
Franklin  Com 
Franklin  Inc 
Franklin  Util 
Freedom  Fund 
Fundamental 
Fund  of  Amer 
General  Inv 


Ivy  Fund 

Johnston 

Loomis  Cap 

Loomis  Mut 

Mates 

tulathers  Fund 

Medici  Fund 

Mutual  Shares 

Naess-Thomas 

Nassau 

Nat  Industries 


Group-Aero 
Group-Corn 
Group  F-Adm 
Growth  Ind 
Gryphon 
Hamilton 
Hanover  Fund 
Hart  Campbell 
Hedge  Fund 
Heritage 
Imperial  Cap 
Imperial  Gr 
Income  Found 
Inc  Fd  Boston 
Independence 
Index  Fund 
Industries  Tr 
Industry  Fund 
Insur  Ba(ik  Stk 
Insurance  Inv 
ISI  Growth 
ISI  Trust  Fund 
Infl  Invest 
Inv  Co  Amer 
Inv  Tr  Boston 
Inv  Income 
IDS  New  Dim 
Investors  Mut 
Inv  Research 
Investors  Sel 
Investors  Stk 
Investors  Var 
Istel  Fund 
Ivest  Fund 
Keystone  B-1 
Keys'one  B-2 
Keystone  B-4 
Keystone  K-1 
Keystone  K-2 
Keystone  S-1 
Keystone  S-2 
Keystone  S-3 
Keystone  S-4 
KnickerlD  Fd 
Knickerb  Gr 
Lexington  Inc 
Lexington  Res 
Liberty 
Life  Ins  Inv 
Life  &  Growth 
Loomis  Can 
McDonnell 
Manhattan 
Mann.  Horace 
Massachusetts 


Nelson  Fund 
Neuwirth 
New  Horizons 
Northeast 
One  William 

Penn  Square 
Pennsylvania 
Pension  Equity 
Pine  Street 
Pooled  Funds 
Price.  TR  Gr 


Mass  Inv  Gr 
Mass  Inv  Tr 
Meridian 
MidAmerica 
Moody's  Cap 
Moody's  Fund 
Morton  Growth 
Morton  Income 
Morton  Insur 
MIF  Fund 
MIF  Growth 
Mut  Omaha  Gr 
Mut  Securities 
Mutual  Trust 
Nation-Wide 
Nat  Investors 
Nat  Sec  Bal 
Nat  Sec  Bond 
Nat  Sec  Div 
Nat  Sec  Gr 
Nat  Sec  Inc 
Nat  Sec  Pfd 
Nat  Sec  Stk 
Nat  Western 
NEA  Mutual 
New  England 
New  World 
Newton 

Oceanographic 
Omega  Fund 
The  100  Fund 
The  101  Fund 
O'Neil  Fund 
Oppenheimer 
0-T-C  Fund 
Philadelphia 
Pilgrim 
Pilot  Fund 
Pioneer  Ent 
Pioneer  Fund 
Planned  Inv 
Polaris  Fund 
Pro  Fund 
Provident 
Puritan 

Putnam  Equity 
Putnam.  Geo 
Putnam  Gr 
Putnam  Income 
Putnam  Inv 
Putnam  Visia 
Republic 
Revere 
Rosenthal 
St  Regis  Gr 


Rittenhouse 

Scudder  Bal 
Scudder  Com 
Scudder  Spl 
Sherman.  Dean 
Stein  Bal 
S«ein  Infl 
Stein  Stock 

Irans  American 

Variable  Stk 


Samson 
Schuster 
Scudder  Int'l 
Sec  Diversfd 
Securities  Fd 
Security  Eq 
Security  Inv 
Selected  Am 
Selected  Spl 
Shareholders 
Sigma  Capital 
Southwestern 
Sovereign 
Slate  Street 
Stead n  an  AIF 
Steadman  Fid 
Steadman  Sci 
Sterling 
Supervised 
Syncro  Growth 
Teachers  Assn 
Technical 
Technology 
Templeton 
Texas  Fund 
TMR  Apprec 
Transamerica 
20th  Cen  Gr 
20lh  Cen  Inc 
Unified 
United  Accum 
United  Income 
United  Lid 
United  Sci 
Value  L  Fund 
Value  L  Inc 
Value  L  Spl 
Vanderbill 
Vanguard 
Varied 

Viking  Growth 
Wall  Street 
Washington 
Wellington 
Western  Ind 
Whitehall 
Windsor 
Winfield 
Wisconsin 
Worth  Fund 


ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription,  send  $39.00 
(10  day  returnable  guarantee).  Include  ZIP. 
1 

FUnOSCOPE    Department  F  90 

Gateway  East,  Century  City,  Los  Angeles,  Calif.  90067 

Enclosed  is  $12.00.  Please  rush  special  trial  offer. 

Name ^_^ 


Address- 
City 


-State- 


-Zip- 


D  Check  here  and  enclose  $39  for  full  14-month  subscription. 
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•  Immediate  withdrawal... 
Demand  deposits 

•  Over  $17,000,000  in  Assets 

•  Valuable  Gifts  for  new  accounts 
in  excess  of  $1000 

•  Passbook  Savings 

•  Depositors  in  over  100  Countries 

•  U.S.  Dollar  accounts  earn,  and  are 
kept  in  U.S.  Dollars. 

Send  for  Prospectus 

International  Bank  &  Trust,  Ltd. 
Nassau,  Bahamas 

■  ^m  ■■  HH  ^5t  AIR  MAIL  ^m  ■■  ^m  I 
International  Bank  &  Trust,  Ltd.  FB 

International  Bank  &  Trust  Building 
P.O.  Box  69  •  Nassau,  Bahamas 

Please  send  Prospectus  to: 

Name— — 


Address. 
City 


till 


State. 


.Zip. 


manhattan 
fund,  inc. 

Distribution  Notice 

The  Board  of  Directors  of 
Manhattan  Fund,  Inc.  has 
declared  the  following  distri- 
butions payable  February  5, 
1969  to  shareholders  of 
record  January  3,  1969: 

•  A  capital  gains  distribution 
in  the  amount  of  $2.11  per 
share. 

•  A  dividend  from  net  invest- 
ment income  in  the  amount 
of  $.03  per  share. 

Gerald  Tsai,  Jr. 
President 

Manhattan  Fund,  Inc. 

245  Park  Avenue 
New  York,  N.Y.  10017 


READERS  SAY 


(Continued  from  page  10) 
He's  Doing  Something  Right 

Sir:  I  have  observed  that  the  con- 
tinued domination  of  an  industry  by  one 
field  of  management  produces  stagna- 
tion. This  inevitably  results  in  distorted 
goals.  Jerome  Castle  of  Penn-Dixie  Ce- 
ment (Forbes.  Dec.  15,  1968)  is  a  non- 
operating  man  in  an  industry  that  is 
dominated  by  operating  people.  Unlike 
most  of  his  counterparts,  he  has  recog- 
nized the  nature  of  the  business.  These 
factors  set  Mr.  Castle  apart  from  the 
majority  of  the  industry  and  will  cer- 
tainly contribute  to  his  success. 

— Robert  J.  Hummel 
Crosse  Pointe  Park,  Mich. 

The  Anthem 

Sir:  Now  you've  gone  and  done  it 
again,  defending  this  young  fellow's 
rendition  of  our  National  Anthem 
(Fact  l~  Comment,  Dec.  1,  1968,  p.  20). 
Where  do  you  draw  the  line  on  what  is 
good  taste  or  bad  taste?  No  doubt  when 
one  of  "those  nice  young  kids"  does  the 
same  thing  to  the  Lord's  Prayer. 

— Lyman  Parker 
Hayward,  Calif. 

Sir:  I  wish  to  add  my  voice  to  yours 
in  support  of  Jose  Feliciano's  rendition  of 
"The  Star-Spangled  Banner."  The  indif- 
ference with  which  our  National  Anthem 
sometimes  is  sung  makes  one  apprecia- 
tive of  his  version  that  much  more. 

— John  A.  Klein 
Chicago,  111. 

Sir:  Glad  to  see  you  feel  this  way 
about  Feliciano.  I  agree.  If  they  let  him 
sing  on  Inauguration  Day,  it  might  make 
a  few  thousand  reactionaries  run  for  the 
hills.  Where  they  belong. 

— Pierre  A.  Passavant 
Berkeley  Heights,  N.J. 

Sm:  For  those  of  us  who  do  not  like 
soul  music,  this  version  is  not  acceptable. 
Fact  &  Comment  has  taken  a  turn  for 
the  worse  lately. 

— CD.  Johnston 
Long  Beach,  Calif. 

Try  Again? 

Sir:  Since  we  can't  do  it  over  again 
without  tlie  surtax  (Fact  ir  Comment, 
Nov.  1,  1968),  we  don't  know  what  its 
effect  has  been.  By  logic,  surely  not  all 
the  income  taken  by  surtax  pay-as-you- 
go  returns  would  have  been  saved. 
Many  commentators  refer  to  "the  effect 
it  hasn't  had,"  but  for  you  to  do  so  is 
below  your  usual  high  standard. 

— Philip  C.  Hudson 

Director  of  Graduate  Studies, 

College  of  Business  and 

Public  Administration 

The  University  of  Arizona 

Tucson,  Ariz. 
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hMANAGEMENT 

YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man-  , 
agement  can  help 
you,  let  me  send 
you  the  32-page 
fact-filled  compli- 
mentary booklet 
"Declare  Your 
Own  Dividends." 


^^ 


SPEAR 
&STAFFFINC 

Dept.  MF-115 

Investment  Management  Division, 

Babson  Parl<,  Mass.  02157 

Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEIVIENT  PLAN  for 
accounts  of  510,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ 


Name 

Street 

City State, 


-Zip. 
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Six  good  reasons  why  only  ^5  now 

could  make  1969  your  best  investment  year, 


Yes.  just  S5  is  all  it  costs  to  take  your  first  step  to  invest- 
ment success  in  1969  .  .  .  just  S5  to  join  the  more  than 
74,000  astute  investors  who  turn  to  FINANCIAL  WORLD 
each  week  for  that  steady  flow  of  investment  help  to  give 
them  the  extra  margin  of  profit  with  minimum  risk  that 
thev  demand  for  their  investments. 


You  receive  all  this: 


1.  TWELVE  WEEKLY  ISSUES-FULL  OF  MARKET  NEWS:  Every  week 

for  the  next  t%%el%e  weeks  \ou  will  receive  a  copy  of  Financial 
World.  You'll  dnd  this  professional,  prestigious  magazine  filled 
with  articles  of  interest  and  value  .  .  .  spot  trends  of  current  issues 
and  securities,  interviews,  profiles,  industry  and  company  surveys, 
a  wealth  of  investment  news  and  ideas,  plus  timely  studies  and 
reports  on  current  investment  opportunities.  Mutual  Funds,  etc. 
The  sort  of  dollars-and-seuse  information  well  worth  the  alert 
investor's  thouuhtful  attention. 

2.  THREE  MONTHLY  SUPPLEMENTS,   "INDEPENDENT  APPRAISALS": 

Every  month  for  the  three  months  of  your  special  subscription 
you'll  get  a  detailed,  updated  digest  of  c^urrent  stock  information — 
prices,  earnings,  dividends,  etc. — and  also  our  independent  ratings  on 
as  many  as  1,900  listed  stocks.  We  think  you'll  find  it  profitable  to 
be    as    well-informed    and    up-to-the-minute   as   we   can   make   you. 

3.  PERSONAL  ADVICE  BY  MAIL:  As  a  subscriber,  you're  entitled  to 
ask  us  for  buy  hold  sell  advice  on  any  one  listed  security  that 
interests  you  at  the  particular  time.  Write  us  for  specific  advice 
at  any  time  during  your  subscription — as  often  as  once  a  week, 
if  you  like. 

4.  VALUABLE  BONUS  BOOK:  You'll  also  get-as  a  special  gift-a 
<.op>  of  our  exclusive  72-page  handbook.  Your  Step-hy-Step  Guide 
to  Investment  Success.  The  34  chapters  in  this  book  help  clear  away 
the  mystery  and  the  myths  from  investing — explain  portfolio- 
planning,  dollar  averaging,  how  to  read  a  balance  sheet,  depreci- 
ation, leverage,  investment  timing,  and  many  other  aspects  of 
knowledgeable  investing  you  should  understand. 

5.  SPECIAL  STUDIES:  You  will  also  receive  by  return  mail  these 
Special  Studies  of  current  investment  opportunities:  "Lagging  Blue 
Chips"  and  "Stocks  to  Combat  a  5%  Plus  Inflation."  These  are  typical 
of  the  informed  and  prudent  investment-and-stocks  analyses  you'll 
find  in  every  issue  of  Financial  W^orld. 

6.  MONEY-BACK  GUARANTEE:  That's  right!  Of  course  we  can't 
guarantee  you  profits  on  \our  investments,  but  we  can  promise 
you'll  get  )our  subscription  cost  returned  in  full  at  any  time 
during  the  first  30  days,  if  any  part  of  our  service  fails  to  satisfy 
you.  We're  convinced  you'll  find  a  subscription  to  Financial  World 
a  wise  investment,  indeed.  Try  one,  and  prove  these  six  good 
reasons  to  xourself — just  mail  the  coupon  today. 

ADDITIONAL  SAVINGS:  Well  send  you  all  of  the  above  services— and 
include  at  no  additional  cost — the  annual  edition  of  our  352-page 
Stock  F.actogkaph  Manual  (regular  price:  $5.00),  which  gives 
65,000  pertinent  facts  on  more  than  2,250  different  stocks — if  you 
wish  to  accept  a  6  months'  subscription  for  S13.50,  or  a  full  year's 
subscription  at  only  S24.  Check  the  appropriate  box  in  the  coupon 
below.  The  money-back  guarantee  covers  all  of  these  offers. 


A  unique  combination  of 
a  financial/investment  magazine 
with  added  investment  aids  developed  over 
66  years  of  successful  service  to  investors. 


FORECAST  FOR  1969 

Don't  miss  the  Special  January  15,  1969  "Annual  Re- 
view and  Forecast"  issue  of  FINANCIAL  WORLD 
featuring:  Investment  Programs  for  1969;  Which 
Growth  Stocks  Now.';  The  Technical  View;  Mutual 
Funds    plus    other    valuable    investment    features. 

This  Special  Issue  will  he  included 
in  your  subscription  if  you  act  now. 


Q  I  enclose  $3— returnable  on  money-back  guarantee.  Send  me  12  weeks 
of  Financial  H  arid  plus  special  reports.  3  monthly  supplements  of 
"Inrfepenilent  Appraisals"  «ith  .\dvicc-by-Mail  privileges  and  tlie  valuable 
BONUS  Book. 


O  I  enclose  $13. jO— returnable  on  money-back  guarantee.  Send  me  6 
months  (26  issues)  of  Financial  World,  and  all  of  the  above  benefits  and 
privileges  pius  the  Stock  Factograph  Manual. 


n  I  enclo§c  S24— returnable  on  money-back  guarantee.  Send  me  a  full 
year  (52  issues)  of  Financial  World,  and  all  of  the  benefits  and  privileges 
including  the  Stock  Factograph  Manual. 


FINANCIAL  WORLD 

Dept.  FB-115 

17  Battery  Place,  New  York,  N.Y.  10004 


A' (I  me.. 


Address. 
Cily 


State Zip.. 

This  subscription  is  not  assignable. 
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ASSETS  OVER  $^(10  MILLION 


GIVE   YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

^  One  of  the  highest  reserve 
ratios  in  the  nation. 
Plus  highest  dividends  com- 
pounded daily  from  date  In 
—  to  date  out. 


per  annum 
current  rate 


^ 


Equal  to  5.13%  P®"" 
annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added   /}  /) 
per  year  when  held  36  months 

One  of  America's  Largest 
. . .  and  Strongest 

EST.1M7 

DELI¥Y 

^ee{eAa£,  savings 

AND  LOAN  ASSOCIATION 

Box  1631-22  •  Glendale.  Calif.  91209 


ir.  aiiiua  , 


^/.oi.  lend 
dttoih  ont 


O  Soving<  Account! 
Q  CheckoMonlh  Plon 


:name- 


•  ADDRESS- 


ICITY- 


STATE- 
PLEASE    PRINT 


-ZIP- 


22^ 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors  in  their  market  operations. 

FREE  ON  REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for  Portfolio   F-104. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
1 50  Broadway  •  New  York  38,  N.  Y. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


LVALUE 


Eclectic— but  Pragmatic 

SiH:  Your  article  on  John  Magee 
(Forbes,  Dec.  15,  1968)  was  of  special 
interest  to  me  as  I  have  audited  the- 
financial  records  of  John  Magee,  Inc.  I 
feel  it  might  well  have  been  pointed 
out  that  the  company,  though  small, 
is  certainly  no  "one-man  affair."  Com- 
pany employees  number  about  20  peo- 
ple. [Magee]  is,  as  you  say.  eclectic 
in  his  approach  to  market  techniques  and 
the  psychology  of  the  investor.  But — he 
is  also  pragmatic  and  down  to  earth,  and 
the  practical  results  I  have  obser\ed  con- 
firm the  validity  of  his  tactics. 

— Arthur  H.  Edwards 
East  Longmeadow,  Mass. 

De  Gaulle's  Dessert 

Sir:  In  your  Dec.  15  issue  (Fact  ir 
Comment,  p.  13)  you  use  the  term 
"frappe."  A  "frappe"  is  something 
whipped  up,  like  a  dessert.  Force  de 
frappe  is,  of  course,  a  striking  force. 

— GeraldiiNe  F.  Arnold 
Englewood,  Fla. 

Vis-d-vis  Russia  and  the  U.S.,  the 
French  nuclear  effort  is  sometimes  con- 
sidered more  of  a  frappe  tha::  a  frappe — 
Ed. 

The  American  Way 

Sir:  It  was  interesting  to  read  in  your 
Dec.  15  issue  (p.  59)  that  American 
Airlines  "flew  its  last  piston  craft  in 
December  1966,"  in  view  of  my  several 
American  flights  this  year  (as  late  as 
July)  on  propeller  planes. 

— Ray  J.  Groves 
Lyndhurst,  Ohio 


Our  statement  is  true.  Reader  Groves 
has  probably  flown  with  American  on  a 
turboprop  which  employs  jet  and  pro- 
peller power  but  is  not  "piston  driven" 
—Ed. 

Eating  Out 

Sir:  Just  a  quick  note  on  your  Six  to 
(A)Void    (Fact   ir   Comment,   Dec.    1, 
1968).  Your  choice  of  Chandler's  for  in- 
clusion    in     this     list     was     particularly 
apropos.  The  Cattleman  is  another  joint. 
.  .  .  We  never  could  determine  whether 
they    were    serving    Randolph    Scott    or 
Tim  McCoy,  and  I  don't  mean  as  guests. 
— Howard  A.  Rowe 
Editor, 
American  Turf  Monthly, 
New  York,  N.Y. 

Sir:  Your  comment  about  La  Caravelle 
struck  me  as  being  very  unfair.  I 
have  no  interest,  direct  or  indirect  in  La 
Caravelle.  I  think  if  you  stood  outside 
and  asked  patrons  what  they  thought  of 
the  food,  the  service  and  their  reactions 
in  general,  you  would  not  find  six  people 
on  any  given  night  who  would  justify 
>our  romment — or  any  part  of  it. 

— SYDiNEY  R.  Newman 
New  York,  N.Y. 


A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  on 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Ma  nagementService. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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If  you  told  these  people  The  Peace  Corps  is 
the  hypocritical  extension  of  an  imperialistic 
establishments  military  industrial  complex,  they 
would  think  you  were  crazy. 

And  you  would  be. 


Randy  adams.  peace  corps  volunteer,  with  Dominican  family  in  azua 
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BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3|  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service,  Dept.  F-271 

Name 


Street  &  No.. 


Clty- 


-  State 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


Sir:  We  need  a  few  more  comments 

like  yours  to  protect  the  wary  traveler. 

— Robert  Warburton  Miller,  Ph.D. 

— Joyce  L.  Miller,  M.A. 

San  Bernardino,  Calif. 

Sir:  I  find  it  difficult  to  conceive  that 
a  magazine  such  as  Forbes  takes  the 
position  of  a  Gourmet  Adviser  on  its  edi- 
torial page  and  with  butcher  knife  firmly 
in  hand,  proceeds  to  do  battle. 

— Barry  H.  Young 

Assistant  Vice  President, 

National  Leasing  Corp. 

Bethesda,  Md. 

A  Measure  of  Serendipity 

Sir:  To  a  visitor  to  Fun  City  who 
thought  he  was  being  somewhat  un- 
orthodox in  making  Scribner's  a  "must" 
port  of  call  during  a  crowded  two-day 
stay,  your  subsequent  item  on  the  fine 
bookstore  was  a  measure  of  serendipity 
{Fact  <b-  Comment,  Dec.  15,  1968).  Per- 
haps your  readers  would  be  interested, 
as  I  was,  in  going  to  Scribner's  seventh 
floor  where  first  editions  of  Fitzgerald 
and  Hemingway  novels,  among  others, 
may  be  seen  and  bought. 

— Byron  Herbert  Jr. 
St.  Louis,  Mo. 

fn  Defense  of  R&D 

Sir:  Having  just  read  the  article  on 
research  and  development  in  the  Nov. 
15,  1968  issue  of  Forbes,  I  must  express 
my  very  deep  distress  at  certain  parts 
of  it  that  touch  on  the  subject  of  con- 
versations in  which  I  participated.  The 
use  of  quotes  and  the  sequence  of  their 
presentation  have  the  effect  of  appear- 
ing derogatory,  particularly  in  the  case 
of  American  Can  Co.,  its  chairman,  Mr. 
William    May,    and    its    R&D    program. 

For  example,  we  discussed  Mr.  More- 
head  Patterson  [chairman  of  AMF].  I 
remember  commenting  that  he  was  a 
most  unusual,  broad-gauged  and  cre- 
ative person,  with  a  deep  interest  in 
science  and  technology.  I  regret  that 
more  of  this  background  did  not  appear 
in  the  article. 

Your  article  ignores  the  many  tan- 
gible benefits  received  by  AMF  from 
its  total  R&D  program,  and  it  presents 
no  hint  of  the  very  sizable,  rational, 
and  coherent  R&D  program  of  American 
Can.  The  article  further  gives  the  im- 
pression, again  referring  specifically  to 
AMF  and  American  Can,  that  some 
programs  do  not  pay  ofl:,  therefore 
the  company  is  spending  too  much 
on  R&D.  This  1  cannot  agree  with,  since 
a  total  R&D  budget  always  covers  a 
spectrum  of  programs  having  different 
probabilities  of  success.  By  concentrat- 
ing on  the  possibility  that  some  pro- 
grams will  fail,  the  article  unfortunately 
omits  many  of  the  examples  within  the 
same  organizations  of  solid,  coherent 
R&D  that  is  always  the  backbone  of  a 
strong  R&D  group.  This  was  certainly 
true  at  AMF,  and  it  is  obviously  true 
today  at  American  Can. 

— Herbert  L  Fusfeld 
New  York,  N.Y. 


Southern  California 
Edison  Company 


DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

COMMON  STOCK 
Dividend  No.  236 
35  cents  per  share; 

PREFERENCE  STOCK, 
5.20%  CONVERTIBLE 
SERIES 
Dividend  No.  2 
32y2  cents  per  share. 

The  above  dividends  are 
payable  January  31,  1969 
to  shareholders  of  record 
January  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Jan- 
uary 30. 

PRENTIS  C.  HALE.Treasurer 

December  19, 1968 


iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii^ 


CONVERTIBLES  | 

577  convertible  bonds  and  | 

327  convertible  preferred  stocks  | 

now  currently  traded  can   be  ignored  by  = 

on  investor  only  to  his  own  detriment.  In  i 

many  cases  an  intelligently  selected  con-  1 

vertible  can  sharply  limit  risk  on  the  down-  g 

side,  while  providing  just  as  much  oppre-  § 

ciotion  as  the  common  on  the  upside.  | 

Let  our  R.  H.  M.  Convertible  Survey—  1 

one  of  the  largest  convertible  services  In  g 

the  country,  and  subscribed  to  by  bankers,  s 

brokers   and   institutions   throughout   the  g 

investment    world— tell    you    the    whole  g 

story  of  the  convertible   bond   and   con-  g 

vertible    preferred    stock    and    outline    a  g 

method  by  which  you  can  profit  from  the  g 

904  convertibles   currently  traded.  g 

A  valuable  descriptive  folder  Is  avail-  g 

able  to  you  free  on  request  and  will  be  = 

sent  without  any  obligation.  Just  mail  this  g 

ad  with  your  name  and  address  to  "Con-  g 

vertibles"  Dept.  FCF-37.  R.H.M.  Associates,  M 

220  rifth   Ave.,    New   York,   N.   Y.   10001.  g 

Send  fodayl  g 

iiiiiiiiiiiii iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiB 
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Dividend  Notice 


Allegheny 

led  urn  tip 


The  Board  of  Directors  of  Allegheny 
Ludlum  Steel  Corporation  has 
declared  the  following  quarterly 
dividends,  all  payable  to  shareholders 
of  record  November  29, 1968. 


Amount:       Payable: 

Common  60e        Dec.  16. 1968 

$3.00  Convertible  i 

Preferred  754        Jan.  2. 1969      ' 

$2.70  Cumulative 

Preferred  67'/2e    Dec.  16, 1968     ■ 

! 
Pittsburgh,  Pa.  Richard  C.  Rose 

November  16, 1968  Secretary      , 


Forbes 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


If  a  man  successful  in  business  ex- 
pends a  part  of  his  income  in  things 
of  no  real  use,  while  the  poor  em- 
ployed by  him  pass  through  difficul- 
ties in  getting  the  necessaries  of  life, 
this  requires  his  serious  attention. 

— John  Woolman. 


Work  is  love  made  visible. 

— Kahlil  Gibran. 


Great  businessmen  often  have  the 
deepest  sense  of  community  respon- 
sibility and  the  sort  of  realistic  ap- 
proach that  helps  bring  about  im- 
provements in  their  cities. 

— ^YousuF  Kabsh. 


Success  in  business  does  not  de- 
pend upon  genius.  Any  young  man  of 
ordinary  intelligence  who  is  normally 
sound  and  not  afraid  to  work  should 
succeed  in  spite  of  obstacles  and 
handicaps  if  he  plays  the  game  fairly 
and  keeps  everlastingly  at  it. 

— J.  C.  Penney. 


There  is  one  way  of  attaining  what 
we  may  term,  if  not  utter,  at  least 
moral  happiness;  it  is  by  a  sincere 
and  unrelaxing  activity  for  the  hap- 
piness of  others. 

— Edward  Bulwer-Lytton. 


Success  isn't  found  by   sifting   the 
ashes    of    the    past,    but    by    being 
among  the  first  to  explore  and  culti- 
vate the  fertile  fields  of  the  future. 
— Arnold  Glasow. 


The  true  felicity  of  life  is  to  be  free 
from  anxieties  and  perturbations;  to 
understand  and  do  our  duties  to  God 
and  man,  and  to  enjoy  the  present 
without  any  serious  dependence  on 
the  future.  — Seneca. 


Labor    is    the    great    producer    of 
wealth;  it  moves  all  other  causes. 

— Daniel  Webster. 


Labor,  even  the  most  humble  and 
the  most  obscure,  if  it  is  well  done, 
tends  to  beautify  and  embellish  the 
world.         — Gabrielle  d'Annunzio. 


The  man  who  gives  me  employ- 
ment, which  I  must  have  or  suffer, 
that  man  is  my  master,  let  me  call 
him  what  I  will.     — Henry  George. 


B.  C.  FORBES 

I  once  asked  one  of  America's 
foremost  financiers  what  he  con- 
sidered the  acme  of  business 
success.  His  reply  came  prompt- 
ly: "To  establish  and  place  on 
a  sound,  permanent  basis  a  busi- 
ness affording  employment  to  a 
large  number  of  fellow  beings  at 
icages  enabling  them  to  live  in 
comfort  and  happiness." 


To  be  happy  is  not  the  purpose  of 

our  being,  but  to  deserve  happiness. 

— Immanxjel  Fichte. 


He  who  gives  what  he  would  as 
readily  throw  away,  gives  without 
generosity;  for  the  essense  of  generos- 
ity is  in  self-sacrifice. 

— Henry  Taylor. 


There  is  little  pleasure  in  the  world 
that  is  sincere  and  true  beside  that  of 
doing  our  duty  and  doing  good. 

— John  Tillotson. 


If  I  can  in  any  way  contribute  to 
the  diversion  or  improvement  of  the 
country  in  which  I  live,  I  shall  leave 
it,  when  I  am  summoned  out  of  it, 
with  the  secret  satisfaction  of  think- 
ing that  I  have  not  lived  in  vain. 

— Joseph  Addison. 


Great  men  are  the  commissioned 
guides  of  mankind,  who  rule  their 
fellows  because  they  are  wiser. 

— Thomas  Carlyle. 


In  life  we  shall  find  many  men  that 
are  great,  and  some  that  are  good,  but 
very  few  men  that  are  both  great 
and  good.  — Caleb  Colton. 


The  high-minded  man  is  fond  of 
conferring  benefits,  but  it  shames  him 
to  receive  them.  — Aristotle. 


He  is  the  wisest  and  happiest  man, 
who,  by  constant  attention  of  thought 
discovers  the  greatest  opportunity  of 
doing  good,  and  breaks  through  every 
opposition  that  he  may  improve  these 
opportunities.     — Philip  Doddridge. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  Neio 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  Paul  Beau, 
Buffalo,  N.Y.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  pre- 
sented to  senders  of  texts 
used. 


And  also  that  every  man  should  eat 
and  drink,  and  enjoy  the  good  of  his 
labour,  it  is  the  gift  of  God. 

— Ecclesiastes  3:13 
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The  computer  responds  in  secpods.  using  a  voice 
answerback  device,  reportijoft'^fet numbered  list- 
ings of  the  homes  in  th^MRat  meet  your  specifi- 
cations. The  broker|t|MHIddresses  and  shows 

The  system'wbHi^fiffeverse,  too.  If  you  are  mov- 
ing nut  a^'e  area  and  want  to  establish  a  realistic 
selling  price  for  your  home,  the  broker  can  request 
information  from  the  computer  about  what  compa- 
rable homes  in  your  area  have  sold  for  during  the 
past  year. 

So  successful  is  this  use  of  Touch-Tone  phones, 
our  switched  network  and  a  computer  that,  in  less 


than  a  year.  Realtron  has  expanded  into  a  nation- 
wide service,  serving  Realtors  from  New  York  to 
California. 

How  can  you  make  your  phone  come  alive? 

Ask  your  Bell  System  Communications  Consul- 
tant howto  put  our  network  to  work  for  your  business. 
You  II  find  him  at  your  Bell    telecommunications 
business  office.  vn,,o  ^^ 
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By  now  you  know  that  cigarette  smoke  is 
more  than  just"tar"and  nicotine. 

That  about  90%  of  it  is  gas. 

And  that  Lark's  patented  (U.S.  Pat.  No. 
3,251,365)  Gas-Trap"  filter  reduces  all  three/'tar," 
nicotine  and  gas.  It  actually  reduces 


'TAB 'AND 
NICOTINE  TRAP  #  I 


certain  harsh  gases  nearly  twice  as  effectively 
as  any  other  filter  on  any  other  popular  brand. 

So  let  someone  else  in  on  the  secret  of  Lark's 
easy  taste  and  hard  working  Gas-Trap"  filter. 

For  example,  tell  the  movers  about  Lark. They 
may  not  break  a  single  dish.. 
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Side  Lines 


"/  Have  Seen  the  Future.  Will  It  Work?" 

Few  Americans  ride  passenger  trains  anymore,  but  many  people  retain 
a  fond  affection  for  the  days  of  the  smoking-car  joke,  of  jackknifing  into 
upper  berths  and  of  meals  taken  while  the  landscape  flashed  pleasantly 
by  the  broad  dining-car  windows.  And  so  it  was  with  more  than  an 
interest  in  the  economics  of  ground  transportation  that  Forbes  Senior 
Editor  James  Cook  rode  along  on  the  inaugural  ride  last  month  of  Penn 
Central's  new  Washington-to-New  York  Metroliner. 

Jim,  an  old  railroad  buff,  has  waited  a  long  time  for  his  ride:  The 
project  was  already  L5  months 
behind  schedule.  Even  now 
only  one  train  actually  is  in 
service — the  equipment  prob- 
lems that  delayed  the  $55.5- 
million  project  so  long  are  still 
not  entirely  worked  out.  Not 
until  the  end  of  the  year  will 
the  full  22-train  operation  go 
into  effect,  offering  high-speed 
departures  every  hour  between 
New  York  and  Washington 
and  every  half  hour  between  New  York  and  Philadelphia. 

Nevertheless,  the  first  run  was  the  first  good  news  travelers  have 
had  from  the  raiboad  in  a  generation  or  more.  And  so  the  Penn  Central 
and  the  Department  of  Transportation  invited  600  press,  government 
and  transportation  people  to  a  ride  on  the  Metroliner's  maiden  run. 

Penn  Central's  Chairman  Stuart  Saunders  presented  a  gold  medallion 
to  retiring  Secretary  of  Transportation  Alan  Boyd  in  recognition  of  his 
role  in  the  venture.  "I  will  truly  cherish  this  memento,"  Boyd  said.  The 
Metroliner,  he  explained,  was  designed  to  find  out  whether  the  railroads 
could  help  relieve  the  explosive  demand  for  transportation  in  the  North- 
east Corridor — whether  they  could  win  passengers  back  to  the  rails. 

Certainly  there  were  grounds  for  hope.  Metroliner  parlor  car  fares 
are  $19.90  New  York  to  Washington,  coach  fares  $12.75  vs.  $18  for  the 
air  shuttle.  Although  Eastern's  shuttle  makes  the  flight  in  under  an  hour, 
an  air  traveler  going  from  downtown  Manhattan  to  downtown  Washing- 
ton will  be  hard  put,  in  rush  hours  at  least,  to  better  the  Metroliner 
three-hour  running  time  or  its  comfort.  But  parity  is  probably  not  enough. 
To  do  the  job,  Saunders  and  Boyd  say  the  Metroliner  will  probably  be 
speeded  up  from  its  present  110  m.p.h.  top  speed. 

Decked  out  in  the  Penn  Central's  new  orange  and  brown  colors,  the 
Metroliner  is  handsome  enough  and  uncommonly  comfortable  and  con- 
venient, with  roomy  reclining  seats,  individual  overhead  reading  lights, 
snack  bars  in  the  coaches,  at-seat  meal  service  in  the  parlor  cars.  What 
is  more,  its  high  speed  has  been  achieved  with  no  loss  in  riding  comfort 
(though  what  it  would  do  at  160  miles  an  hour  is  another  question). 

However,  a  traveler  also  wants  service.  The  little  things  like  fast  res- 
ervations and  taxi  service.  But  where  the  air  shuttle  offers  a  convenient 
no-reservation  service,  for  instance,  the  Metroliner  is  an  exclusively 
reserved-ticket  operation;  and  just  try  getting  Penn  Central's  reservation 
service  on  the  telephone!  Moreover,  the  taxi  service  at  Penn  Station  in 
New  York  is  notoriously  inadequate.  The  airlines  have  learned — the  hard 
way — the  importance  of  service.  The  railroads  will  have  to  relearn  it. 
"I  have  seen  the  future,"  one  traveler  sighed.  "Will  it  work?" 

We  hope  so.  Not  simply  for  nostalgic  reasons,  but  because  we  rec- 
ognize that  something  must  be  done  to  relieve  the  increasing  congestion 
in  the  air  and  on  the  ground  around  our  major  metropolitan  airports.  ■ 
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Hawaiian  Punch 

International  Telephone  &  Tele- 
graph is  suing  a  company  less  than 
half  its  size,  charging  it  with  violat- 
ing the  antitrust  laws  by  attempt- 
ing to  establish  a  monopoly.  ITT's 
target  is  General  Telephone  & 
Electronics.  The  suit,  in  San  Fran- 
cisco Federal  District  Court,  is 
aimed  at  forcing  GT&E  to  divest 
itself  of  the  Hawaiian  Telephone 
Co.,  but  it  has  much  broader  im- 
plications. ITT  wants  GT&E  to 
peel  off  several  of  its  recent  ac- 
quisitions, because,  it  says,  when- 
ever GT&E  buys  a  small  telephone 
system,  it  forces  the  system  to  use 
GT&E  equipment.  This  closes  the 
market  to  ITT  equipment.  If  ITT 
wins  the  suit,  American  Telephone 
&  Telegraph's  relationship  with 
Western  Electric  could  come  under 
fire  next. 

Chrysler's  Thriving  Canadian 

"I've  thrived  on  challenges,"  says 
Donald  Lander,  the  44-year-old 
buoyantly  cheerful  Canadian  who 
became  head  of  Chrysler's  troubled 
U.S.  Simca-Rootes  sales  division 
last  spring.  Lander  should  indeed 
be  thriving:  Although  last  year  a 
record  1  million  imports  were  sold 
in  the  U.S.,  Simca-Rootes  sales 
dropped  42%  to  8,874  cars,  a 
minuscule  0.9%  of  the  market.  One 
reason  was  that  the  French-built 
Simca  and  Enghsh-built  Rootes, 
unlike  all  the  other  major  imports, 
failed  to  meet  U.S.  antismog 
standards.  The  1969  models  do, 
but  Lander  still  has  a  big  job 
ahead  trying  to  build  a  strong 
dealer  network  and  improve  the 
reputations  of  the  two  cars.  How- 
ever, Lander,  who  was  with  Gen- 
eral Motors  17  years  before  join- 
ing Chrysler  in  1959,  has  a  couple 
of  things  going  for  him.  He  has 
more  authority  than  his  predeces- 
sor had,  and  both  Simca  and 
Rootes  have  new,  more  power- 
ful models  thi:;  year. 

China  Hands 

Computers  are  getting  faster  and 
cheaper,  but  no  one  has  figured 
out  a  sure-fire  way  to  cut  the  big 
cost  of  keypunching — that  is,  trans- 
ferring raw  data  to  punched  cards 
or  tape  or  some  other  form  that 
the   computers   can   read.    Now  a 


Los  Angeles  firm  called  Com- 
puter Input  Coip.  has  come  up 
with  a  fresh  approach.  It  will  fly 
data  to  Bangkok  and  Taipei  where 
local  girls  will  do  the  keypunching 
at  10%  of  the  typical  U.S.  salary 
of  $500  per  month.  CIC  says  its 
rates,  including  air  freight,  are  half 
that  of  its  competition  and  that  it 
can  have  the  full  job  back  in  five 
days.  The  company  isn't  worried 
about  the  fact  that  some  of  its 
Thai  and  Chinese  personnel  do  not 
understand  English.  Neither  do 
computers. 

More,  but  Not  Cheaper 

This  year,  according  to  Ski  Area 
Management  magazine,  skiers  will 
have  no  fewer  than  41  new  ski  re- 
sorts and  172  new  ski  lifts  with  a 
total  length  of  68  miles  to  choose 
from.  But  Adam  Smith  notwith- 
standing, the  increased  supply  has 
not  resulted  in  lower  prices.  At  the 
major  Eastern  and  Western  slopes, 
a  full  day's  hft  ticket  has  gone  up 
in  the  last  three  years  by  some  $2 
to  $7  or  $8.  About  the  only  thing 
going  down  in  the  ski  world  is  the 
skiers'  average  age;  it  has  declined 
from  33  to  28  since  1965. 

The  Roller  Coaster 

One  reason  why  railroad  rolling 
stock  is  so  costly  is  its  erratic 
production  pattern.  The  nation's 
railroads  bunch  up  their  orders 
when  business  is  good,  instead  of 
spreading  them  out.  The  result  is 
an  order  pattern  that  nearly  defies 
low-cost  production:  Independent 
carmakers  delivered  90,000  cars 
to  the  railroads  in  1966,  65,000 
in  1967,  only  55,000  in  1968.  In 
1969  the  tide  may  be  turn- 
ing. Pullman-Standard,  the  largest 
builder  of  railway  rolling  stock,  ex- 
pects the  industry  to  deliver  68,- 
000  cars,  an  increase  of  24%.  Does 
this  roller  coaster  bother  George  L. 
Green,  president  of  Pullman-Stand- 
ard? Sure  it  does,  but  he  can 
hardly  wait  for  the  promised  boom 
in  rapid-transit  cars,  which  prob- 
ably will  be  even  more  cyclical. 

Just  a  Billion  Dollars 

That's  the  portfolio  worth  of  the 
nation's  investment  clubs  at  year's 
end,  and  the  amount  is  growing  by 
S15  million  a  month.  So  estimates 
the  National  Association  of  Invest- 
ment Clubs.  NAIC  has  just  passed 
the  11,000  mark  in  member  clubs, 
but  figures  that  there  are  nearly 
50,000  more  clubs  in  the  country 
not  affiliated  with  it.  Many  of 
NAIC's  clubs  are  still  little  more 
than  outgrowths  of  women's  bridge 


clubs  and  such,  but  at  least  100 
have  assets  of  more  than  $100,000. 
The  biggest,  located  in  Baytown, 
Texas,  crossed  the  million-dollar 
mark  last   year. 


WASHINGTON 


To  Each  His  Own 

The  Air  Force  is  not-so-quietly 
lobbying  in  the  Senate  and  House 
to  -have  funding  delayed  for  the 
new  Navy  fighter  F-14,  formerly 
\TX.  The  reason  has  less  to  do 
with  aerodynamics  than  interserv- 
ice  politics.  Each  service  wants  a 
new  fighter  plane  (Forbes,  Aug. 
1 ) ,  and  each  fears  that  Congress 
will  not  be  disposed  to  fund  two 
planes  but  will  force  one  service  to 
adapt  the  other's  aircraft.  Involved 
are  plans  for  some  3,000  aircraft 
at  a  minimum  of  $25  billion  over 
the  next  decade.  The  Navy  is  rely- 
ing on  getting  a  fast  start  with 
its  F-14  A,  the  contract  for  which, 
to  no  one's  surprise,  went  to  Grum- 
man Aircraft  last  month.  Grumman 
will  have  a  model  flying  by  1971  and 
in  full  production  by  1973.  Mean- 
while, the  Air  Force  is  proceeding 
far  more  slowly  on  its  F-15  fighter, 
with  McDonnell  Douglas,  North 
(Continued  on   page   67) 
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If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 
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Road  Map  for  Health 


Studying  a  diagnostic  x-ray  film  of  a  patient's  vas- 
cular system  has  been  likened  to  reading  a  "road 
map"  .  .  .  and  when  you  consider  it,  this  analogy 
is  really  quite  correct.  Before  taking  any  highway 
trip  over  strange  roads,  you  plot  your  course  care- 
fully to  save  time  and  trouble.  Before  treatment  or 
surgery,  your  doctor  plots  a  course  even  more  care- 
fully. His  planning  is  much  more  than  a  matter  of 
time  and  trouble.  Your  health  —  even  your  life — is 
at  stake.  ■  Your  physician's  "road 
map"  is  a  diagnostic  radiograph  .  .  . 
carefully  prepared  by  a  radiologist — 
a  physician  specially  trained  in  the 
medical  use  of  x-ray.  Through  his 
skilled  efforts,  the  suspected  can  be 
confirmed;  the  unsuspected,  discov-  --  ^,^ 

ered.  ■  Why  is  there  improper  blood  t 


flow  to  or  from  the  heart?  What  is  the  size  and  den- 
sity of  a  tumor?  Often,  it  is  only  the  radiologist  who 
can  provide  the  answers  to  these  important  ques- 
tions. Using  complex  and  highly  specialized  x-ray 
techniques,  the  heart,  blood  vessels,  kidneys  and 
even  the  brain  can  be  viewed  and  the  image  recorded 
—  on  a  series  of  single  films,  or  in  x-ray  movies  — 
for  detailed  evaluation  and  diagnosis.  Similarly,  the 
location  of  a  tumor  can  be  pinpointed  to  guide  treat- 
ment or  surgery.  In  this  diagnostic 
"map  making"  the  radiologist  acts  as 
a  consultant  to  every  field  of  medi- 
cine, helping  all  of  us  gain  a  longer, 
healthier,  more  active  life.  ■  General 
Electric  is  proud  to  be  associated  with 
radiologists  by  providing  the  finest, 
most  advanced  x-ray  equipment. 


Progress  is  our  most  important  product 
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Can  we  show  you  something 
in  custom-tailored 
piggyback? 


Piggyback — trailers  on  flat  cars — 
is  a  great  way  to  trim  distribution 
costs.  But  to  get  the  most  from  it, 
you  need  a  plan  tailor-made  to 
your  specific  needs. 

We  have  a  full  stock  of 
piggyback  patterns  and  the 
experts  who  can  help  you  select 
the  perfect  fit  for  any  distribution 
problem.  C&O/B&O  Trailer 
Service  Specialists. 

So,  make  an  appointment  for 
a  fitting — or  get  our 
descriptive  brochure.  Call  our 
local  Trailer  Service  office  or  write: 
Vice  President,  Trailer  Service, 
2  N.  Charles  Street,  Baltimore, 
Maryland  21201. 

THE  C&O/B&O  railroads 
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INPC 
can  help! 


If  you  have  anything  to  do  with  new 
products,  you'll  want  to  join  INPC  now. 
You'll  get  data  here  that's  available  no 
other  place. 

Want  to  lead  the  market?  IN  PC  finds  you  new 
products,  processes,  inventions  and  new 
applications  to  help  you  cut  costs,  boost 
efficiency,  and  give  you  a  competitive  edge! 
Expanding  your  lines?  INPC  uncovers  foryou 
promising  new  product  opportunities  — for 
licensing,  manufacturing  and  distribution. 
Want  latest  facts  first?  Only  INPC  gives  you 
privileged  information— via  exclusive  wired 
INPC  reports  — from  the  12  top  U.S.  and 
International  New  Products  and  Inventors 
Expositions. 

Name  it... you  get  it!  INPC  not  only  pre- 
views the  best  of  30,000  new  products  each 
year— in  3  Monthly  Reports  on  NEW  PROD- 
UCTS, NEW  LICENSES  and  NEW  PRODUCT 
MANAGEMENT  METHODS  ...  INPC  also 
includes  Special  Informational  Programs, 
Conferences,  Patent  Searches,  and  VIP  priv- 
ileges at  all  key  New  Product  Licensing  Ex- 
positions. Send  coupon  for  more  details. 


Managing  Director.  Dept.  G-21 

International  New  Products  Center 

680  Fifth  Ave.,  New  York,  N.Y.  10019 

Please  send  me  without  obligation  on  my  part  informa 

tion  about  membership  in  INPC. 


N;ime 

Title 

Company  Name 

No. 

of  emplo.\ 

ees 

Addre^^is 

INTERNATIONAL 

NEW  PRODUCTS 

CENTER 


A  DIVISION   OF  PATENTS   INTERNATIONAL  AFFILIATES -A  PUBLIC  CORPORATION 


READERS  SAY 


A  Man   Who  .   .  . 

Sir:  I  appreciate  the  confidence  ex- 
pressed (Fact  ir  Comment,  Jan.  1)  by 
your  nomination  [for  Mr.  Johnson  to 
represent  the  10th  Te.xas  Congressional 
District],  but  there  are  others,  such  as 
my  friend  Jake  Pickle  [present  Repre- 
sentative of  the  district],  who  might  take 
a  dimmer  view  of  it. 

— Lyndon   Johnson 
Washington,  D.C. 

Sir:  Never  before  did  I  think  you 
would  try  to  get  me  out  of  New  York 
[by  suggesting  Mr.  Nixon  appoint  Mr. 
Dewey  Chief  Justice  of  the  Supreme 
Court].  Never  before  did  I  think  you 
would  try  to  drive  me  back  into  puljlic 
service  after  I  had  already  done  a  sen- 
tence totalling  25  years.  .  .  .  Many 
thanks  for  the  expression  of  confidence. 
— Thomas  E.  Dewey 
New  York,   N.Y. 

Not    for    FORBES? 

Sir:  Re.  Elizabeth  Taylor  (Fact  & 
Comment,  Jan.  1 ) :  It's  funny  and  true 
but  it  doesn't  belong  in  Forbes. 

— Mrs.  A.C.  Carpenter 
Oceanside,  Calif. 

An  Original 

Sir:  There  is  little  doubt  that  Gerald 
Loeb  (The  Money  Men,  Jan.  15)  should 
be  regarded  as  the  very  first,  the  abso- 
lute original  "Young  Turk"  of  Wall 
Street,  and  his  69  years  have  not  altered 
that  distinction. 

— Robert  C.  Fisher 
St.  Louis,  Mo. 

Syntactic  Confusion 

Sir:  I  have  been  seriously  embarrassed 
by  an  apparently  widespread  misinter- 
pretation of  the  following  statement  in 
jour  Nov.  15  issue  (p.  79): 

And  by  1972.  says  Kresge  President 

Harry    Cunningham,    Kresge's    sales 

should  be  $3  billion,  a  half  billion 

more  than  Woolvvorth's. 

As  you  know,  I  made  no  statement 
regarding  Woolworth's  sales  or  any  other 
inappropriate  connnent  about  a  highly 
respected  competitor. 

Since  I    hoped   none   of  your   readers 
would    attribute    such    a    flagrant    indis- 
cretion to  me,  I  was  inclined  to  forget  it 
until  I  was  horrified  to  see  a  reference 
to  the  above  quote  in  Advertising  Age. 
— Harry  B.  Cunningham 
Chainnan  and  President, 
S.S.  Kresge  Co. 
Detroit,   Mich. 

Forbes  regrets  the  syntactic  confusion. 
The  Woolworth  projected  sales  figure  is 
a  consensus  of  the  estimates  of  several 
securities  analysts — Ed. 

(Continued  on  page  68) 
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Would  you  invest  n,3bm 
in  a  business  of  your  own... 

//  you  could  expect  to  make 
$2,000  or  more  in  profits 
every  month? 


Would  you  be  interested  in  such 
a  business  right  now,  if  you  could 
be  certain  of  success  before  re- 
signing your  present  position  or 
giving  up  your  present  pay  check? 
If  your  answer  is  "yes"  send  your 
name  today  for  complete  details, 
mailed  free  to  your  home. 

By  Jerome  S.  Shaw,  Cliairman  of  the  Board. 


Though  less  than  five  years  old,  our  company 

lrcad>  has  started  more  than  400  men  or 

women  or  man-and-wife  teams  in  one  of  the 

most  rapidly  growing  private  businesses  of 

the  decade,  li  is  a  business  which  you  can 

ompletely  own  and  control,  yet  have  the 

training,  the  financing,  and  the  continuing 

help  of  the  parent  company.  It  is  a  business  in 

which  >ou  make  profits  not  only  on  your  own 

fforis,  but  many  times  more  from  the  work 

of  others  whom  you  supervise. 

It  is  such  a  business  that  we  invite  ambi- 
tious men  to  consider.  With  a  spectacular 
record  of  response  in  many  areas  of  the 
United  States,  our  corporation  is  now  ready 
to  appoint  Pathway  Plan  Sales  Coordinators 
in  a  limited  number  of  additional  marketing 
areas.  Our  success  and  the  success  of  our  co- 
ordinators has  been  built  on  two  things- 
Product  and  Plan.  Both  are  unique. 

In  describing  just  one  of  our  products,  a 
highly  regarded  marketing  consultant  said: 

"Seldom  have  I  had  a  product  submitted 
which  so  completely  meets  the  require- 
ments for  instant  public  acceptance;  for 
tremendous  volume;  for  substantial  profit 
margin;  and  for  sustained  and  growing  re- 
peat business.  The  fact  thai  S3  worth  of 
Haste' '  gives  the  housewife  the  equivalent 
of  about  S30  worth  of  products  she  now 
b'uys  from  the  supermarket,  makes  her  an 
eager  and  steady  customer.  The  fact  that  all 
your  products  are  used  up  and  bought  over 
and  over  gives  your  franchised  Sales  Co- 
ordinators a  growth  and  profit  potential 
found  in  very  few  other  non-food  products." 

All  the  Pathway  Products  are  the  result  of 
modern  technological  advances  in  the  re- 
search laboratory.  Based  on  Space-age  knowl- 
edge, they  were  designed  primarily  to  make 
household  chores  easier  for  the  housewife; 
secondly  to  make  demonstrations  so  dramatic 
thai  the  housewife  who  witnesses  their  action 
cannot  resist  buying. 


The  second  factor  which  makes  possible  a 
profit  potential  of  S2,000  a  month  or  more  is 
the  Pathway  Plan.  No  Pathway  Product  is  to 
be  found  in  any  retail  store.  As  Sales  Co- 
ordinator in  your  area  you  may  have  from 
five  to  30  people  acting  as  your  distributors. 
Since  they  must  get  their  products  from  you 
as  Coordinator,  you  make  a  profit  on  every- 
thing they  sell. 

If  you  have  the  desire,  and  if  you  can 
qualify  for  one  of  the  areas  now  to  be  opened, 
you  will  receive  complete  training  in  all  facets 
of  the  operation  of  your  business.  You  will 
be  shown  how  to  hire  and  train  others,  how 
to  keep  records,  how  to  build  for  steady 
growth.  Experienced  members  of  the  head- 
quarters statf  will  work  with  you  in  making  a 
successful  start  and  then  will  be  available  for 
help  and  guidance  in  promoting  the  rapid 
expansion  of  your  business. 

The  Pathway  Plan  gives  you  many  of  the 
advantages  usually  found  only  in  a  costly 
franchise.^  Yet  there  is  no  "franchise  fee"  and 
no  continuing  royalty 
to  pay.  Your  total  in- 
vestment is  covered  by 
a  slock  of  merchandise 
and  your  monthly  prof- 
its are  yours  to  keep. 
Your  total  investment  is 
53,950.00,  but  for  re- 
sponsible men  or  women 
our  Corporation  will  ar- 
range financing  for  %  of 
the  cost  so  that  your  ini- 
tial investment  need  not 
be  more  than  $1,350.00. 

The  Pathway  Plan  is 
not  one  for  dreamers  or 
for  those  who  expect 
success  without  effort. 
If  you  have  the  deter- 
mination to  be  master  of 
your  own  destiny;  the 
determination  to  be- 
come personally  and 


financially  independent  in  a  business  of  your 
own  you  may  qualify.  To  learn  more,  merely 
send  your  name. 

We  will  be  glad  to  mail  complete  informa- 
tion free  and  with  no  obligation.  Read  the 
facts  in  the  privacy  of  your  home.  Discuss 
the  opportunity  with  other  members  of  your 
family.  Then,  if  you  are  interested  in  learning 
more  about  one  of  the  areas  now  available, 
we  will  arrange  for  a  personal  interview  dur- 
ing which  we  will  reveal  every  detail  of  the 
Pathway  Plan  and  acquaint  you  with  every 
unique  Product  in  the  Pathway  Line.  Based 
on  what  you  learn,  you  can  then  decide 
whether  you  wish  to  apply  for  appointment 
as  a  Sales  Coordinator. 

Asking  for  this  information  does  not  obli- 
gate you  in  any  way.  Merely  mail  the  "Re- 
quest for  Information"  printed  below.  But  do 
not  delay  as  the  areas  which  are  now  open 
for  new  Coordinators  may  be  closed  within 
the  next  few  weeks.  Delay  of  even  a  few  days 
might  deprive  you  of  this  opportunity. 


Executive  offices  and 
National  Training  Center, 
Verona,  N.J. 


PATHWAY  PRODUCTS  CORPORATION 

60  Pompton  Ave.,  Dept.  9B52,   Verona,  N.J.  07044 


Gentlemen:  I  am  interested  in  receiving  more  inforniiition  on  the 
Pattiway  Plan  and  Products.  Please  Mail  complete  details  without 
obligation.  No  salesman  is  to  call  on  me,  but  after  reading,  I  will  let 
you  know  if  I  wish  to  discuss  the  potential  in  my  area  with  a  com- 
pany executive.  If  1  do  decide  to  apply  for  appointment  as  Sales 
Coordinator.  I  can  make  an  investment  of  $1,350.00.  If  I  do  apply 
I  will  want  to  be  considered  for 


(name  of  town)_ 


Name, 


Address. 


City. 


Slate  &  Zip_ 
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Unemployables?  Don't  be  so  sure. 

At  one  of  our  plants 

we  hardly  hire  anyone  else. 


When  you  call  a  man  an  unemployable  you're 
often  saying  a  lot  more  about  society  than 
you  are  about  him. 

He  can  be  a  man  victimized  by  organized 
crime  and  by  industrial  prejudice;  a  man 
poorly  served  by  the  educational,  political 
and  social  systems  under  which  he  must  live. 

Roxbury,  Massachusetts,  for  instance,  was 
thought  by  some  to  be  two  miles  by  four 
miles  of  unemployables.  People  who  might 
want  to  work  but  who  seemingly  lacked  the 
skills  to  find  a  job,  do  a  job,  keep  a  job. 

Avco  Economic  Systems  Corporation  set 
out  to  establish  a  profit-making  business 


staffed  from  Roxbury's  economic  ghetto. 

Its  premise:  most  human  beings  will  re-  . 
spond  to  helping  themselves  if  given  a  no- 
nonsense,  honest  opportunity. 

That  was  about  a  year  ago. 

Today  almost  200  men  and  women  from 
the  Roxbury  area  have  responded  to  this 
opportunity  and  are  operating  a  viable,  on- 
going printing  business.  And  over  1300  more 
have  applied  for  jobs. 

Career  jobs.  Tough  jobs. 

Not  handouts.  This  is  not  philanthropy. 

This  is  a  business  and  it  gets  close  to 
today's  nitty  gritty  question. 

Can  American  business  produce  to  end 


poverty? 

To  help  the  disenfranchised? 

To  provide  wages  for  work  well  done? 

And  make  an  honest  profit? 

Avco  believes  American  business  can  pr^ 
duce  more  than  goods  and  services. 

Jobs.  Good  jobs. 

Especially  for  the  unemployables. 

Because  if  they  work,  our  world  just  migli 
work  a  little  better. 


i/SmvM 


Avco  Economic  Systems  Corporation  is  involved  with  solving  some  of  the  more  urgent  problems  of  urban  society,  including  education  and  training 
services  for  the  disadvantaged.  From  aerospace  to  financial  services  to  leisure  time  activities,  Avco  spans  21  of  the  areas  FORBES  recently  predicted 
w/ere  the  growth  fields  of  the  future.  Avco  Corporation,  750  Third  Avenue,  New  York,  N.  Y.  10017.  An  equal  opportunity  employ 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


SOME  TWIST 


What  the  hippies  and  the  harpies  call  the  Specter  ot 
Spiro  has  them  offering  up  whatever  it  is  they  offer  to 


their  gods  to  preserve  President  Nixon's  health. 
Strange  bedfellows  make  politics  these  days. 


NOW  IS  THE  TIME 


The  paradox  that  will  soon  have  us  all  in  the  box — 
Employment  is  at  such  a  peak  that  for  most  practical 

purposes  there   is   virtually   no   unemployment   for   those 

willing  and  able  to  work. 

Yet  welfare,  relief  rolls  and  costs  set  new  i*ecord  highs 

every  week  and  every  month.  Such  costs  are  driving  many 

metropohses  up  the  fiscal  wall. 


What  happens  if  there  is  a  business  downturn?  Some 
real  unemployment? 

If  we  cannot  afford  the  incredible  increase  in  welfare 
costs  at  a  time  of  unprecedented  prosperity  and  employ- 
ment, from  whence  comes  the  money  to  meet  a  real  need, 
a  greater  need,  if  it  should  arise? 

The  time  to  deal  with  this  problem  is  now.  Not  then. 


TRUE  AND  GOOD 


A  while  ago  Dan   Seymour,   president  of  the  world's 
biggest  advertising  agency,  made  this  observation: 
"It  is  a  straight-out  business  fact  today  that  of 
two  equal  products  made  by  equal  companies  the 
customer  will  prefer  that  product  made  by  the 


company  with  the  best  reputation  in  the  areas 

of  social  responsibility." 
Wouldn't  you  agree  that  he  is  absolutely  right? 
The  fact  that  this  is  a  fact  reflects  immense  credit  on  the 
American  consumer. 


AIRPORT  HEAD  TAX 


Why  not? 

Throughout  Europe  every  air  tiaveler  pays  anywhere 
from  a  buck  to  a  couple  of  dollars  at  most  major 
modem  airports.  The  take  helps  to  finance  the  bonds  that 


finance  the  building  of  them. 

So  what's  wrong  with  that  "use"  tax  if  it  helps  to  get 
more  of  what  we  need  more  of — ^modernized  air-trafiBc 
controls  and  additional  airports? 
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SCORE  ONE  FOR  SAS 


Somebody  at  Scandinavian  Airlines  has  foresight  and 
savvy.  SAS  is  giving  the  U.S.  Government  $65,000  to 
help  the  U.S.  Travel  Semce  promote — in  Denmark, 
Norway,    Sweden — visits   to   the   U.S.   by   Scandinavians. 

If  Americans  are  to  continue  their  unfettered  globe- 
trotting, we  must  have  more  foreigners  spend  their  coin 


here  to  help  lessen  the  dangerous  dollar  drain. 

SAS,  by  its  direct  contribution  to  our  Government's 
encouragement  of  visitors,  shows  an  understanding  and 
provides  encouragement  that  is  even  more  important  than 
the   modest   dollars   involved. 

Skol! 


McCarthy  hasn't  changed 


When  Eugene  McCarthy  voted  against  Teddy  Kennedy 
and  for  Louisiana's  Senator  Long  for  Democratic  Whip, 
it  seemed  to  open  one  eye  of  some  of  his  fervent  followers. 


When  he  begged  off  the  Foreign  Relations  Committee 
with  the  practical  result  of  giving  his  seat  to  a  howling 
hawk,  it  opened  the  other  eye  of  the  same  some. 

Forbes  told  'em  so  'way  back  when  the  young  were 
going  ape  on  his  behalf,  under  the  illusion  he  was  for  and 
against  what  they  were  for  and  against. 

Months  ago,  when  I  suggested  here  that  he  had  a  sour 
soul  soothed  only  by  an  outsized  ego,  the  bedraggled  and 
bedazzled  followers  of  the  Pied  Poet  were  outraged. 

The  dimensions  of  the  man  haven't  changed. 

Their  smallness  only  lately  became  more  apparent  to 
more  people. 


PANEGYRIC 


Of  course,  nobody  always  thinks  about  everything  just 
like  everybody  else  thinks  about  everything. 

What  put  me  in  mind  of  that  bit  of  profundity  is  the 
nearest  thing  I  know  to  an  exception — American  Telephone 
&  Telegraph  Co.  Most  everybody — at  least  most  every- 
body in  their  right  mind,  presuming  they  have  one — thinks 
well,  very  well  of  AT&T. 

Its  scientific,  technical,  research  virtuosity  is  Jules 
Vernian.  Decade  in  and  decade  out  it  has  anticipated  and 
mostly  met  almost  geometric  increases  in  demands  for  its 
services.  It  has  continually  developed  quiet,  extraordinarily 
capable  management  who  have  kept  the  public  enthusi- 
astic, met  incomprehensible  financing  needs,  foreseen  and 
pioneered  unparalleled  service,  and  accomplished  the 
incredible  feat  of  most  of  the  time  satisfying  politically 
oriented  regulatory  agencies,  at  the  same  time  staying 
solvent  and  remaining  a  free  enteiprise.  If  you  think  that's 
easily  done  over  a  long  period  in  a  monopoly  situation 
with  a  service  that  affects  everyone  multiple  times  a  day, 


you  should  have  another  think. 

Imagine,  being  able  to  pick  up  a  handy  wee  phone, 
touch  a  few  push  buttons,  and  reach  in  seconds  almost 
any  phone  in  the  country — and,  perhaps  soon,  some 
phones  in  lots  of  other  countries. 

What  launched  this  lyrical  laudation?  An  announce- 
ment, treated  in  minor  key  by  the  press,  that  AT&T  this 
year  will  spend  about  five  billion  dollars  on  new  plant  and 
equipment — more  than  the  total  budgets  of  all  but  a  small 
number  of  the  world's  nations. 

Occasionally  some  federal  tweip  chirps  out  against  the 
telephone  company  on  one  or  another  of  its  multiple 
activities,  demanding  that  the  feds  take  over  some  facet 
or  other,  or  proclaiming  that  it  can  and  should  be  done 
better  by  Washington. 

Heaven  forbid. 

In  fact,  maybe  we  could  do  it  the  other  way  around. 
Say,  like  turning  over  the  Post  Office  Department  to 
AT&T  for  managing. 


GLOW 


\V'hen  I  have  a  drink — never  more  than  one  at  a  time 
(have  you  ever  tried  drinking  from  two  glasses  at  the 
same  time?) — the  sharper  I  get. 


My  wife  spells  "sharper"  d-u-1-l-e-r. 
She  never  was  a  good  speller. 


—Malcolm  S.  Forbes. 

Editor-in-Chief 
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•  •  •  the  deep -earth's  last  frontier.  The  dark,  silent  world  beneath  the 

.  100  times  more  fertile  than  the  land,  the  sea  is  a  tremendous  storehouse  of  oil,  copper,  gold,  iron, 

/er,  uranium,  diamonds ...  at  least  50  elements.  And  Crane  is  a  part  of  this  vital  harvest.  The  creative 

ftsmen  of  Crane  have  come  to  grips  with  the  hostile  deep.  Very  special  Crane  valves  and  pumps 

designed  to  combat  paralyzing  pressures  inside  and  out ...  adapted  to  an  inhospitable  salt  water 

e  vironment . . .  engineered  to  operate  flawlessly  where  service  crews  will  never  venture.  It's  problems 

lie  these  that  bring  out  the  best  in  Crane.  Especially  when  the  rewards  are  so  great.  The  sea— inviting 

M  forbidding.  A  paradox  that  promises  solutions  to  problems  while  posing  problems  of  its  own.  Ex- 

piting  the  vast  riches  of  the  deep  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 


0  CONTROL/WATER  TREATMENT/AIRCRAFT  &  AEROSPACE /COMFORT  &  SANITARY  CONTROt 


300  PARK  AVENUE,  NEW  YORK,  N.Y.  10022 


The  biggest 

chopper 

stopper 


Helicopter  warfare  puts  a  premium  on 
speed.  Which  is  why  Sikorsky 
developed  the  CH-53A  assault  helicopter. 

This  giant  chopper  moves  G.I.'s 
in  fast,  gets  'em  out  fast.  So  its 
rotor  has  to  be  brought  to  a  complete 
stop  in  30  seconds. 

To  do  the  job,  B.F.Goodrich  designed 
a  large  disk  brake,  probably  the  biggest 
ever  built  for  a  helicopter.  It  has 
a  special  metallic  lining  for  making 
fast  stops,  time  after  time, 
without  fading. 

If  you  didn't  know  B.F.Goodrich  was 
big  in  brakes,  it'll  surprise  you  to  find 
how  many  other  manufacturers  are 
giving  them  a  whirl. 

B.F.Goodrich  brakes  are  used  on 
more  U.S. -made  jet  and  turbo-prop 
airliners  than  any  other  make.  In  fact, 
you'll  find  them  on  all  kinds  of  planes, 
including  the  world's  biggest, 
Lockheed's  C-5A,  and  the  new  L-IOII 
tri-jet. 

We  also  make  brakes  for  ground 
vehicles,  too — all  kinds  of 
construction  and  industrial  equipment, 
fire  engines,  and  the  Saturn  booster 
hauler. 

Obviously,  a  lot  of  people  are 
convinced  they  can  get  a  better  brake  by 
coming  to  B.F.Goodrich. 


B.E  Goodrich 


We  built  it. 


Forbes 


Another  Great  Divide 


Launching  the  360  was  IBI\/I's  most  important  decision  of  the  Sixties.  How  to  repel 
the  onslaughts  of  its  critics  will  be  its  most  important  concern  in  the  Seventies. 


For  the  third  time  in  16  years,  mighty 
International  Business  Machines  Corp. 
faces  a  major  crisis.  Its  first  was  in 
the  early  Fifties,  when  IBM  got  into 
computers  late,  but  it  made  a  great 
leap  for%vard  and  gained  a  lead  it  has 
never  lost.  The  second  was  in  the 
mid-SLxties,  when  aggressive  competi- 
tors like  Honeywell  cut  into  IBM's 
market  share,  but  IBM  undertook  a 
crash  program  to  introduce  its  new 
360  series  ahead  of  schedule. 

By  facing  these  crises  boldly  and 
mastering  them,  IBM  went  on  to  be- 
come, in  stock  market  value,  the 
biggest  U.S.  corporation.  The  com- 
bined value  of  all  its  common  shares 
is  $34  billion,  greater  than  American 
Telephone  and  Telegraph's  $30  billion 
or  General  Motors'  $21.9  billion. 

Now  a  third  major  crisis  is  facing 
Chairman  Thomas  J.  Watson  Jr.  It 
is  a  consequence,  not  of  the  com- 
petition's inroads,  but  of  IBM's  suc- 
cess. As  a  result,  the  Justice  Depart- 
ment's Antitrust  Division,  Control 
Data  Corp.  and  Data  Processing  Fi- 
nancial &  General  Corp.,  a  computer 
leasing  firm,  are  all  suing  the  com- 
pany. IBM,  says  Control  Data,  has 
tried  to  "destroy  competition  in  and 
monopolize"  the  computer  industry, 
while  DPF&G's  basic  complaint  is 
IBM's  allegedly  "discriminatory"  pol- 
icies toward  computer  leasing  com- 
panies. The  Antitrust  Division  seeks 
in  the  last  analysis  the  breakup  of 
IBM.  Even  IBM's  seemingly  innocent 
announcement  that  it  would  make 
price  changes  by  this  summer  made 
some  competitors  mad.  "Now  some 
customers  won't  buy  computers  until 
July,"  says  one. 

Control  Data,  DPF&G  and  the  Jus- 
tice Department  are  far  from  hit- 
and-run  artists  angling  for  a  quick 
cash  settlement.  If  they  were,  IBM's 
huge  legal  staff  could  easily  handle 
them.  IBM's  critics  are  after  much 
bigger  game.  They  want  nothing 
less  than  fundamental  changes  in ' 
the  way  IBM  does  business.  And 
besides  the  Justice  Department, 
Control   Data   Chairman   William   C. 
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The  Plaintiffs  in  current  ma- 
jor suits  against  IBM  include 
U.S.  Attorney  General  John 
N.  Mitchell  (above)  and  Con- 
trol Data  Chairman  William 
C.  Norris. 


Norris  has  both  a  fighter's  instinct 
and  the  resources  for  a  court  battle. 
What  IBM  must  decide  is  how  far 
it  should  fight  back  in  the  courts  or 
whether  it  can  afford  to  or  give  in 
enough  to  silence  its  critics. 

Giving  Ground 

So  far  it  has  given  in.  Take  leasing. 
For  years  this  has  been  one  reason 
for  IBM's  outstanding  20.8%  return 
on  equity,  59th  in  the  Forbes  500. 
This  is  best  explained  by  IBM's  pur- 
chase-lease price  structure.  Typically, 
the  ratio  has  been  about  4-1;  a  cus- 
tomer could  buy  a  computer  for,  say, 
$1  million  or  he  could  lease  it  for 
$250,000  per  year.  Fearful  of  ob- 
solescence, perhaps  80%  of  IBM's  cus- 
tomers chose  to  lease.  So  if  IBM  could 
keep  the  computer  on  rental  for  five 
years  or  more,  the  additional  $250,- 
000  per  year  would  be  largely  profit. 

Generally  IBM  managed  to  do  just 
this.  The  trade  publication  EDP  In- 
duntrij  Report  estimates  that  there 
are  still  over  5,700  IBM  1401  com- 
puters on  rental.  Since  the  1401  was 
introduced  in  1960,  most  of  these  are 
obviously  more  than  four  years  old. 
This  spring  it  will  be  four  years 
since  the  first  360  computer  was 
leased,  and  everyone  figures  that  the 
360  still  has  years  of  life  before  it. 

This  price  structure  is  what  inter- 
ested the  leasing  companies  in  the 
360.  But  not  until  President  Harvey 
Goodman  of  DPF&G  threatened  a 
lawsuit  early  in  1968  did  IBM  de- 
cide how  to  treat  them.  To  prosper, 
the  leasing  companies  needed  the 
same  free  support  (maintenance,  pro- 
gramming and  education)  that  IBM 
gave  its  regular  customers. 

Under  pressure  from  Goodman, 
IBM  guaranteed  this  support.  This 
made  the  computer  leasing  business 
attractive  and  touched  off  a  fantastic 
buying  spree.  M.  James  Arachtangi 
of  Auerbach,  PoUak  &  Richardson, 
one  of  Wall  Street's  top  computer 
analysts,  estimates  that  leasing  com- 
panies bought  about  $1  billion  worth 
of  computer  systems  in  1968,  up  from 
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Not  Just  Junk.  Five  years  ago  parts  of  fhis  rusfing  pile  in  a  field  near 
Boulder,  Colo.,  were  fhe  last  word  in  IBM  computer  equipment.  Then  came 
the  360.  Had  IBM  dumped  this  equipment  on  the  second-hand  market,  it 
would  have  put  pressure  on  360  prices  and  profits.  So  it  was  junked, 
though  IBM  sold  some  old  computers  at  a  discount  to  schools  (in  order,  the 
Justite  Department  complains,  to  "hook"  students  on  IBM  equipment). 

Things  will  be  quite  different  in  the  future.  Today,  the  computer  leasing 
companies  own  several  thousand  360s,  out  of  which  they  will  wring  every 
possible  cent,  slashing  prices  if  necessary  to  do  it.  Which  will  bring  the 
computer  industry  its  first  real  price-cutting. 


roughly  $500  million  in  1967. 

This  does  IBM  no  favor,  for  if  the 
leasing  companies  had  not  bought 
these  computers,  IBM  would  have 
leased  most  of  them  itself  for  icughly 
$250  million  per  year  in  lease  rev- 
enues. It  also  upset  the  stock  market, 
which  recognized  that  a  good  deal  of 
IBM's  1968  profit  spurt  of  34%  was 
coming  out  of  future  earnings.  IBM 
stock  fell  from  375  to  304,  its  biggest 
decline  since  1962. 

Most  important,  the  leasing  com- 
panies thereby  rob  IBM  of  potential 
profits.  IBM  gets  the  $l-billion  pur- 
chase price,  the  equivalent  of  four 
years'  rental — but  it  won't  get  the 
potential  fifth  and  later  years  of  rental 
at  $250  million  per  year.  Even  on  the 
conservative  assumption  that  this 
added    revenue    would    yield    only 


IBM's  usual  operating  profit  margin 
of  40%,  the  lost  revenue  could  amount 
to  $100  million  a  year  in  pre-tax 
profits  in  1973  and  later  years. 

IBM  has  given  in  on  other  com- 
plaints too.  Late  last  year  several 
small  time-sharing  service-bureau  op- 
erators were  angered  because  IBM 
introduced  a  new  inexpensive  time- 
sharing service.  Joan  Van  Horn,  head 
of  a  Washington,  D.C.  service  bureau, 
argued  that  IBM's  position  enabled  it 
to  enter  the  service-bureau  business  at 
much  lower  cost  than  a  nonmanufac- 
turer  could.  This,  she  wrote,  "would 
appear  to  be  a  direct  violation  of  the 
1956  consent  decree."  A  few  weeks 
later  IBM  moved  its  entire  time- 
sharing service  business  into  its  Serv- 
ice Bureau  Corp.  subsidiary.  At  least 
there  it  can't  use  the  IBM  name. 


IBM  will  probably  give  in  to  an- 
other competitor's  demand  this  year. 
When  he  brought  his  lawsuit  last 
month  DPF&G's  Goodman  complained 
about  "IBM's  policy  of  giving  its 
software  away  'free'  to  its  users." 
Many  small  software  firms  don't  like 
this.  It  makes  it  hard  for  them  to  sell 
their  own  software,  they  argue.  Weeks 
earlie^,  however,  IBM  said  it  would 
change  some  pricing  poHcies  by  July. 
The  betting  is  that  it  will  introduce 
separate  pricing. 

From  IBM's  point  of  view,  separate 
pricing  will  make  life  more  com- 
petitive. IBM  salesmen  have  always 
marketed  a  package — education,  pro- 
grams, maintenance  and  systems  en- 
gineering— instead  of  just  computer 
hardware.  This  made  IBM's  prices 
high,  but  most  customers  were  wilfing 
to  pony  up  to  get  the  full  package. 

It  is  tough  for  a  small  company  to 
offer  such  a  package,  but  separate 
prices  means  that  a  small  company 
doesn't  have  to.  It  can  specialize  in 
software  and  sell  programs  that  run 
on  IBM  computers.  IBM  salesmen 
would  have  to  compete  against  some 
companies  in  hardware  and  others  in 
software.  IBM  will  sometimes  come 
out  second  best,  and  will  often  have 
to  settle  for  lower  profit  margins. 

The  Phantom  of  Armonk 

Until  the  Justice  Department  ac- 
tion, the  Control  Data  lawsuit  was 
the  biggest  threat  to  IBM.  But  even 
here  it  is  possible  that  IBM  could 
have  negotiated  a  not-too-costly  out- 
of-court  settlement.  Indeed,  some 
think  this  is  what  Norris  really 
wants;  and  they  cite  the  emphasis 
given  one  of  Control  Data's  accusa- 
tions, that  IBM  tried  to  maintain  its 
"monopoly  power"  by  selling  "paper 
machines  and  phantom  computers." 

This  is  a  reference  to  1964  when 
IBM,  under  pressure  from  CDC's 
6600  supercomputer,  announced  the 
360  Model  91  supercomputer.  The 
announcement  caused  some  potential 
CDC  customers  to  defer  or  cancel 
theii-  6600  orders.  CDC  lost  $1.9  mil- 
lion in  1966.  "IBM,"  Norris  said  at 
the  time,  "is  out  to  get  us — and  you 
can  print  that."  One  year  later  IBM, 
amid  rumors  that  it  was  losing  money 
on  the  Model  91,  said  it  was  a  "limit- 
ed production"  model  of  which  only 
a  dozen  or  so  would  be  built. 

Against  this  background,  many  see 
Control  Data's  lawsuit  as  a  marketing 
tactic.  Eight  days  earlier  it  announced 
its  7600  supercomputer;  IBM  is  be- 
lieved to  be  working  on  a  similiar 
machine.  By  bringing  a  lawsuit,  Nor- 
ris hopes  to  delay  IBM's  announce- 
ment of  its  supercomputer  until  it 
it  is  nearer  to  delivery.   This  would 
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give  hini  additional  valuable  months 
to  market  the  7600. 

At  an  earlier  stage  of  the  game, 
Watson  could  have  calculated  whether 
this  was  really  Xorris'  game — and 
then  whether  to  play  it.  But  now 
his  bargaining  power  is  sharply  re- 
duc-ed.  Control  Data,  DPF&G  and  any 
other  complainants  can  coast  along 
in  the  wake  of  the  Justice  Depart- 
ment. "Phantom  computers,"  the 
main  Control  Data  complaint,  and 
separate  pricing,  the  principal  DPF&G 
point,  are  both  emphasized  in  the 
Justice  Department's  charges.  If  IBM 
loses  to  the  Government,  it  will  be 
easier  and  less  expensive  for  its  com- 
petitors to  win  lawsuits  against  IBM. 

What  all  this  adds  up  to  is  that 
IBM's  success  has  put  it  in  a  most 
difficult  spot.  Watson  has  always  been 
aware  of  the  legal  risks  that  IBM 
faced.  "We  spend  millions  to  get  the 
antitrust  law  across  to  our  people," 
he  once  told  Forbes.  But  Watson 
guided  the  company  aggressively 
ahead  until  it  had  an  estimated  70?- 
7.5?  of  the  U.S.  computer  market — 
a  clear  invitation  to  antitrust  action, 
even  by  the  well-known  standards 
of  past  decisions.  For  example,  the 
landmark  Alcoa  decision  of  1945  held 
that  90?  of  a  market  would  clearK 
be  enough  "to  constitute  a  nionopoK, " 
though  "it  was  doubtful  whether 
60?  or  64?  would  be  enough."  Thus 
70?-75?  would  be  at  least  risky. 

Beyond  doubt,  IBM's  aggressive- 
ness benefitted  the  computer  indus- 
try. It  created  the  computer  market. 
Its  high  profit  margins  held  the  price 
umbrella  under  which  its  competitors 
could  sell  despite  their  higher  costs. 

But  these  considerations  become 
less  important  as  an  industry  ma- 
tures. The  computer  industry  is  now 
nearly  20  \ears  old.  Companies  like 
Control  Data,  Sperry  Rand,  Honey- 
well, RCA  and  GE  are  all  probably 
selling  over  $200  million  worth  of 
computers  a  year.  As  these — plus  the 
hundreds  of  companies  in  the  soft- 
ware, peripheral  equipment  and  serv- 
ice bureau  business — grow  larger, 
they  become  less  interested  in  the 
benefits  of  IBM's  dominance. 

In  this  setting,  some  critics  argue 
that  IBM  could  have  warded  off — 
or  at  least  mitigated  the  effect  of — 
antitrust  action  had  it  been  more 
willing  to  compromise  with  its  blos- 
soming competitors.  Such  compro- 
mises might  have  cost  the  company 
money  and  market  share  but  might 
have  been,  in  the  long  run,  less  costly. 
It  promises  to  take  all  of  Watson's 
business  acumen,  and  all  the  legal 
craft  of  IBM's  legal  counsel,  former 
Attorney  General  Nicholas  deB.  Katz- 
enbach,  to  bring  the  company  safely 
through  this  one.  ■ 
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Merge  No  More 

Many  a  textiie  company  has  sought  to  ape  Burling- 
ton and  grow  and  diversify  via  mergers.  Now  the 
FTC  has  put  up  a  roadbloc/(  on  Acquisition  Street. 


For  years  textile  companies  have 
been  urged  to  profit  by  the  ex- 
ample of  Burlington  Industries, 
which  merged  its  way  to  diversi- 
fied, big-company  status  during 
the  Fifties  and  early  Sixties  and 
so  has  been  able  to  afford  modern 
management  and  marketing  tech- 
niques. Only  thus,  the  thinking 
went,  could  small  and  middle-sized 
textile  companies  survive  in  an 
industry  pressured  by  huge  chem- 
ical fiber  producers  on  one  side 
and  sharp-bargaining  apparel-in- 
dustr\'  customers  on  the  other. 

But  now  it  will  be  almost  impos- 
sible for  middle-sized  textile  fiiTns 
to  take  the  Burlington  route.  The 
Federal  Trade  Commission  has  laid 
down  new  merger  guidelines  for 
the  industry  that  really  are  tough. 
The  reason:  Although  textiles — 
with  some  7,000  individual  com- 
panies— is  hardly  the  most  con- 
centrated of  U.S.  industries,  "it 
was  tending  in  the  direction  of 
concentration,"  says  William  Boyd, 
head  of  the  mergers  di\ision  of 
FTC. 

The  guidelines  detail  what  kind 
of  mergers  the  FTC  will  "examine" 
in  the  future — a  polite  way  of  say- 
ing what  type  of  mergers  the  com- 
mission would  feel  called  upon  to 
investigate  and  bring  antitrust 
complaints  against. 

Mergers  involving  textile  firms 
where  the  combined  sales  or  as- 
sets would  exceed  $300  million 
lead  the  proscribed  list.  Also  given 
the  gimlet  eye  will  be  mergers 
within  a  textile  market  that  in- 
creases market  share  to  over  5% 
or  acquisitions  of  suppliers  or  cus- 
tomers that  result  in  a  concentra- 
tion of  over  10%  in  any  market. 

In  the  last  two  years,  FTC  has 
issued  similar  guidelines,  and  fol- 
lowed up  with  action,  in  the  ce- 
ment, food  distribution  and  gro- 
cery products  manufacturing  in- 
dustries. Textile  companies  have 
only  to  look  at  FTC's  five  actions 
in  recent  years  to  prevent  consoli- 
dations of  cement  producers  with 
ready-mix  concrete  makers  to  see 
their  fate. 

Top  Companies  Hit 

The  $300-million  limitation  ef- 
fectively stops  the  long-standing 
acquisition  programs  of  such  in- 
dustry notables  as  J. P.  Stevens, 
West  Point-Pepperell,  M.  Lowen- 


stein  &  Sons,  Indian  Head  Inc., 
Cannon  Mills,  Cone  Mills,  Dan 
River  Mills,  and  United  Merchants 
&  Manufacturers,  all  of  which  are 
at  or  over  that  sales  volume. 
Springs  Mills,  Fieldcrest  Mills  and 
Collins  &  Aikman,  now  around 
$200  million  each,  cannot  look  to 
grow  much   by  acquisitions. 

The  merger  route  has  been  espe- 
cially appealing  in  the  $20-billion 
textile  industry  because  it  is  awash 
with  small,  family-owned  firms 
turning  out  a  single  product  line. 
The  needs  of  emerging  public 
companies  for  diversification  into 
multiple  product  lines  meshed  nice- 
ly with  the  frequent  desire  of 
family  firms  to  sell  out  for  stock 
and  avoid  estate  taxes. 

Now  the  FTC  is  putting  a  crimp 
in  this  cozy  situation.  But,  ironi- 
cally, Burlington  is  not  affected, 
because  at  the  time  the  guide- 
lines came  out  Burlington  cleared 
up  a  legal  contest  of  long  standing 
over  its  1962  acquisition  of  Erwin 
Mills  by  signing  a  consent  decree 
with  FTC.  Burlington  cannot  make 
any  domestic  acquisitions  in  the 
textile  industry  for  the  next  ten 
years.  This  doesn't  bother  Burling- 
ton. The  company's  last  textile  ac- 
quisition was  in  1962.  It  has  lately 
been  expanding  its  horizons  to 
other  countries  and  other  fields. 
One  such  new  field  is  the  frag- 
mented furniture  industry,  where 
it  has  made  one  acquisition  and 
has  another  in  the  works. 

Consent  Decrees  Likely 

Of  course,  guidelines  are  not 
law  and  FTC  will  still  have  to 
bring  actions  on  each  individual 
case.  Since  the  resources  of  federal 
antitrust  agencies  become  strained 
very  quickly  by  lengthy  court  ac- 
tions, the  FTC  probably  will  seek 
consent  decrees  like  the  one  Burl- 
ington agreed  to.  However,  a  fu- 
ture prospect  of  consent  decrees 
still  puts  a  halt  to  the  merger 
movement  in  textiles. 

The  industry,  therefore,  will 
have  to  devise  ways  to  live  with 
the  guidelines.  The  FTC  has  said 
nothing  about  textile  companies 
merging  outside  their  own  indus- 
try, and  that,  perhaps,  will  be  the 
way  the  smarter  ones  eventually 
will  go.  After  all,  that  again  would 
simply  be  following  Burlington  In- 
dustries' example.  ■ 
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Disaster  Can  Be  Good  for  You 

It  certainly  was  for  American  Express.  The  salad-oil  scandal  shock- 
ed the  company  awake.  How  wide  awake?  Look  at  the  figures. 


Anthony  DeAngelis  cost  American 
Express  $41  million  in  cash,  half  the 
equity  the  stockholders  had  in  the 
company  in  1963,  and  he  drove  the 
stock  down  43%  to  under  $12  a  share. 
What  he  cost  Amexco  in  public  mor- 
tification no  one  can  begin  to  esti- 
mate. "Tino"  DeAngelis  went  to  jail 
for  it,  but,  in  a  way,  he  inadvertently 
did  Amexco  a  favor:  He  shook  the 
company  up  and  started  it  on  a  wider 
path.  In  less  than  five  years  earnings 
per  share  more  than  doubled,  reach- 
ing an  annual  rate  of  $1.79  by  mid- 
1968,  and  the  stock  soared  to  near  70. 
Tino  DeAngelis  is  the  swindler 
who  put  nonexistent  salad  oil  into  an 
Amexco  subsidiary's  storage  tanks  in 
New  Jersey,  and  then  borrowed 
money  on  the  receipts  for  the  oil  that 
wasn't  there.  Until  his  peculations 
came  to  light  in  1963,  American  Ex- 
press was  coasting  along  on  its  travel- 
ers-checks business.  This  is  a  highly 
profitable  business.  It  then  accounted 
for   80%   of   all   Amexco's   profits;    in 


fact,  the  company's  other  activities — 
international  banking,  international 
freight  handling,  warehousing  and 
running  a  travel  agency — were  there 
primarily  to  help  support  the  cost  of 
the  worldwide  organization  necessary 
to  sell  and  redeem  the  checks. 

The  reason  travelers  checks  are  so 
profitable  is  that,  when  a  man  buys 
them,  what  he  really  does  is  give  the 
issuing  agency  the  use  of  his  money, 
interest-free,  until  he  cashes  them. 
Today,  this  money,  called  "float," 
amounts  to  some  $750  million.  It's  the 
practice  of  American  Express  to  in- 
vest most  of  the  money  in  tax-exempt 
bonds,  thus  getting  a  tax-free  return 
on  other  people's  money. 

By  almost  wrecking  American  Ex- 
press, Tino  DeAngelis  forced  the 
company  to  reexamine  its  operations. 
President  Howard  Clark  saw  one  way 
to  rebuild.  In  the  late  1950s  Amexco 
had  reluctantly  entered  the  credit- 
card  business.  It  was  largely  a  de- 
fensive move;  company  officials  feared 


the  use  of  credit  cards  eventually 
might  cut  into  the  use  of  travelers 
checks. 

As  Clark  saw  it,  the  quickest  way 
to  rebuild  Amexco  was  to  intensify 
the  buildup  of  its  credit-card  business. 
He  stepped  up  the  advertising  budget 
and  switched  to  more  sophisticated 
computer  operations.  The  results  were 
spectacular.  The  number  of  American 
Exprfess  credit-card  holders  more  than 
doubled  to  over  2.6  million.  Credit- 
card  revenues  soared  from  $25  mil- 
lion in  1964  to  more  than  $75  million 
last  year.  Amexco's  credit-card  opera- 
tion is  now  twice  as  great  as  that  of 
its  nearest  competitor,  the  Diners' 
Club. 

More  important,  the  credit-card 
business  has  become  extremely  prof- 
itable. Last  year  it  produced  an  esti- 
mated $9  million  in  net  income, 
about  a  third  of  Amexco's  total  (be- 
fore an  insurance  acquisition ) .  Within 
the  next  few  years,  Clark  believes, 
credit-card  earnings  may  equal  earn- 
ings from  travelers  checks.  The  credit- 
card  business  is  growing  at  a  rate  of 
25%  a  year,  as  compared  with  7.5% 
for  travelers  checks. 

Clark's  success  with  the  entertain- 
ment credit-card  business  emboldened 


A  Company  of  the  Old  School 

That's  Johns-Manville,   and  President   Clinton   Bur- 
nett prefers  not  to  change  it.  Well,  not  too  much. 


Call  Johns-Manville  a  conservative 
old  company.  Say  it's  no  swinger. 
President  Clinton  Brown  Burnett 
won't  mind.  A  leading  manufacturer 
of  building  materials  and  the  non- 
Communist  world's  largest  miner  of 
asbestos,  Johns-Manville  certainly  is 
old:  It  dates  back  to  1858.  It  has 
no  long-term  debt,  no  preferred  stock, 
no  warrants.  It's  the  kind  of  company 
that  set  aside  money  for  the  income- 
tax  surcharge  a  year  before  the  sur- 
charge went  into  effect. 

Not  suprisingly,  Johns-Manville  was 
almost  100  years  old  before  its  sales 
topped  $300  million— in  1956.  Only 
last  year,  a  record  one,  did  they  reach 
about  $550  million.  In  Forbes  21st 
Annual  Report  on  American  Industry 
J-M  ranked  well  down  in  Profitability 
(in  341st  place)  and  Sales  Growth 
(417th)    among  the  500  companies. 

This  is  all  far  less  depressing  than 
it  sounds.  Johns-Manville  has  a  near- 
monopoly  on  asbestos  in  the  U.S.  It 
can  set  the  price.  Although  sales  of 
asbestos  and  other  raw  materials 
make  up  only  13%  of  J-M's  volume, 
they    account    for    30%    to    40%    of 


earnings.  So  the  company's  profits  are 
secure  if  not  dynamic. 

Burnett,  who  thinks  he  knows  a 
good  thing  when  he  sees  it,  has  no 
intention  of  putting  his  old  fuddy- 
duddy  of  a  company  into  a  Nehru 
jacket,  complete  with  pendant.  But 
he  nevertheless  agrees  that  it  needed  a 
bit  of  sprucing  up.  It  was  looking  a 
bit  seedy  when  he  became  president 
in  1960.  Many  of  its  plants  were  in- 
efficient; many  of  its  market  lines 
were  unprofitable;  many  of  its  mar- 
kets were  fading  away. 

A  Penny  Saved  .  .  . 

Burnett  took  over  Johns-Manville 
at  a  time  when  the  prices  of  building 
materials  generally  were  going  into  a 
steep  decline.  "From  1959  to  1965,"  he 
says,  "prices  of  our  products  dropped 
the  equivalent  of  $59  milfion,  while 
costs  went  up.  We  had  to  find  some 
way  to  offset  this."  Despite  sometimes 
bitter  opposition,  Burnett  shut  down 
assembly  lines,  closed  entire  plants, 
dropped  low-margin  products  whose 
aggregate  sales  were  nearly  $50  mil- 
lion a  year,  terminated  J-M's  building- 


materials  contract  department  and 
sold  some  low-volume  operations. 
This  accounts  in  large  part  for  J-M's 
slow  sales  growth  during  the  past 
decade.  These  weren't  easy  things  to 
do  in  a  company  that  doesn't  like 
a  fuss.  "There  are  only  two  things 
difficult  in  this  world,"  says  Burnett. 
"One  is  to  stop  a  reseach  project  that's 
been  started  and  the  other  is  to  close 
down  an  unprofitable  line.  People  just 
get  used  to  them,  like  old  friends." 

Burnett  replaced  many  low-margin 
products  with  high-margin  ones: 
coarse  rockwool  insulation  with  clean 
fiber  glass  (years  after  Owens-Corn- 
ing Fiberglas  introduced  it),  asphalt 
floor  tiles  with  vinyl-asbestos  tiles,  as- 
phalt shingles  with  fiber-glass  shingles. 

Aware  of  consumer  demand  for 
upgraded  products,  Burnett  set  up 
a  building-products  design  center 
in  northern  New  Jersey.  Several  of 
the  products  are  nearing  the  produc- 
tion stage.  Some  not  only  have  high 
margins  but  reduce  building  costs. 
Heading  the  center  is  Robert  Greene, 
formerly  Amistrong's  director  of  de- 
sign. "We  can  sell  asbestos-cement 
wall  sheets  at  29  cents  a  square  foot," 
he  says,  "but  almost  no  one  wants 
them  anymore.  By  removing  the  as- 
bestos fibers  visually  from  the  sur- 
face, we  can  make  it  look  like  marble 
and  price  it  at  $2.80  a  square  foot 
vs.  $5  for  marble." 
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him  to  enter  the  retail  installment 
credit-card  business.  He  did  this  b\ 
acquiring  Uni-Serv  Corp.  in  late 
196.5  for  stock  worth  about  S14  mil- 
lion. Uni-Ser%-  originally  had  been  the 
Chase  Manhattan  Charge  Plan. 

This  eventually  proved  to  be  un- 
workable. For  the  banks  had  started 
forming  two  nationwide  retail  install- 
ment credit-card  s\stems,  which 
quickly  dwarfed  Uni-Ser\ .  It  became 
clear  to  Clark,  moreover,  that  he 
wasn't  in  any  position  really  to  fight 
the  banks,  because  he  was  too  de- 
pendent on  them.  Many  banks  sell 
x\merican  Express  Travelers  Cheques. 
Many  of  them  also  sell  the  Ame.xco 
credit  card  under  a  plan  called  "E.\- 
ecutive  Credit, "  which  makes  money 
for  both  ^\mexco  and  for  the  banks. 
"Executive  Credit"  enables  a  man  to 
buy  something  with  a  credit  card  and 
pay  for  it  with  a  loan  from  the  bank. 

Clark  had  no  trouble  getting  rid  of 
Uni-Serv's  credit  card.  Chase  Manhat- 
tan was  only  too  happy  to  buy  it  back 
from  him,  and  Amexco  made  a  profit 
on  the  deal. 

Clark's  lack  of  success  with  the  re- 
tail installment  credit-card  business 
did  not  daunt  him.  With  American 
Express  stock  soaring  to  a  price  earn- 


ings ratio  of  30  to  40,  he  decided  to 
make  another  move,  a  major  one,  to 
expand  American  Express  into  a  di- 
versified financial  service  organization. 
He  says:  "We  had  been  interested  for 
some  time  in  getting  into  mutual 
funds  and  insurance." 

The  Big  Move 

After  months  of  looking,  with  the 
help  of  investment  bankers  Eastman 
Dillon,  American  Express  last  year 
finally  found  a  marriage  partner, 
Fund  American  Companies,  a  West 
Coast  property  and  casualty  insurance 
company  with  assets  of  $1.4  billion. 
Says  Clark:  "They  came  after  us. 
They  liked  our  philosophy  of  man- 
agement. The  courtship  went  on  for 
a  long  time — a  long  time  deciding 
between  us  whether  this  was  a  good 
idea." 

It  was  an  eminently  good  idea. 
Amexco  bought  a  company  with 
greater  earnings  than  it  had  itself,  yet 
wound  up  with  about  two-thirds  of 
the  approximately  24  million  shares. 
The  favorable  share-exchange  terms 
added  about  a  $1  a  share  to  Amexco's 
own  earnings  of  $1.70.  It  also  added 
nearly  $400  million  to  its  capital, 
which   will   help   Clark   keep   up   his 


Upgrade.  Standaio  ^;  ;u  ..Lii  ceiling  tiles'  like  these  are  important  to 
J-M,  but  the  company  sees  better  profits  coming  from  upgraded,  spe- 
cialized   tiles    for    hospitals,    restaurants    and    the    do-it-yourself    market. 


Much  of  Greene's  work  is  aimed  at 
developing  proprietary  products,  like 
the  marblized  asbestos,  that  will  cut 
construction  and  handling  costs.  "Syn- 
thetic materials  are  on  the  threshold 
of  a  breakaway,"  he  says.  "We're 
leaving  the  hammer-and-saw  era.  The 
change  will  come  awfully  quick,  and 
J-M  is  sitting  in  a  good  position." 

The  Old  "New"  J-M 

Although  product  development 
now  has  high  priority,  Burnett  also  is 
diversifying  by  acquisitions.  J-M  has 
a  long  record  of  acquisitions,  most  of 
which  went  almost  unnoticed  because 
they  were  so  closely  related  to  J-M's 
mining/manufacturing  base.  So  are 
Burnett's  latest  acquisitions,  the  gyp- 


sum operations  of  Fibreboard  Corp. 
and  Crown  Tuft  Carpet,  Inc. 

The  merger  discussions  with  U.S.  Ply- 
wood-Champion Papers — which  end- 
ed in  December — were  somewhat 
more  surprising.  But  the  move  was 
logical.  U.S.  Champion,  like  Johns- 
Manville,  is  a  natural-resource  com- 
pany heavily  in  building  products. 
Burnett  won't  talk  about  those  dis- 
cussions or  the  ones  with  AMK  Corp. 
that  were  held  earlier  last  year. 
There  probably  will  be  more  such 
discussions,  because  Johns-Manville  is 
a  tempting  prize.  It  is,  however,  not 
the  sitting  target  it  was  a  couple  of 
years  ago  when  its  stock  sold  at  50. 
At  a  current  price  in  the  mid-80s,  it 
sells  for  nearly  tv/ice  book  value,  20 


program  of  expanding  more  and  more 
into  financial  services.  There  was  an- 
other bonus  in  the  deal:  Fund  Amer- 
ican's multi-million-dollar  underwrit- 
ing losses  and  tax  carryforwards  will 
now  give  Clark  a  tax  shelter  for  the 
money  he  makes  from  credit  cards. 

Obviously  Amexco  already  has 
come  a  long  way  since  the  salad-oil 
scandal,  but  Clark  has  no  intention 
of  now  resting  on  his  oars.  Among 
other  things,  he  says,  "we're  thinking 
about  starting  a  mutual  fund  abroad. 
Fund  America's  successful  operation 
of  mutual  funds  here  will  help. 

"We  have  a  desire  to  continue  to 
expand  in  travel  and  travel-related 
businesses.  We've  bought  15%  of  Club 
Mediterranee,  started  Club  Continen- 
tal travel  clubs  in  the  U.S.  and 
bought  U.S.  Camera  Publishing  Co. 

"We're  considering  buying  hotels 
abroad,  but  not  in  the  U.S. 

"We  might  go  into  savings  &  loans, 
into  mortgage  financing  through  our 
insurance  company." 

Five  years  ago  no  one  at  American 
Express  was  talking  like  this.  Amexco 
suffered  a  disaster  before  it  started 
moving.  Now  that  it  has  started,  how- 
ever, Amexco  obviously  intends  to 
keep  moving.  ■ 


times  earnings.  Even  so,  its  debt-free 
balance  sheet,  its  annual  cash  flow  of 
well  over  $7  a  share — $60  million — 
could  bring  the  tender-trappers 
around.  A  defensive  merger  with  a 
strong,  compatible  company  would 
probably  end  this  danger.  "I'm  not 
staying  up  nights  worrying  about  it," 
Burnett  says,  "but  any  company  that's 
been  as  successful  as  we  have  offers 
an  opportunity  for  a  takeover.  These 
things  can  happen  to  any  company." 

He  made  a  minor  defensive  move 
last  month  by  switching  from  accel- 
erated to  straight-line  depreciation, 
which  added  about  40  cents  to  1968's 
per-share  earnings  (expected  to  be 
about  $4.60  vs.  $3.91  in  1967).  The 
change  accomplished  two  other 
things:  It  put  J-M  on  the  same  ac- 
counting basis  as  its  major  competitors 
and  deprived  a  takeover  management 
of   an   easy   first-year   earnings   gain. 

It's  not  likely  that  Burnett  really 
wants  to  merge  J-M  into  a  bigger 
company,  but  for  protection  he  may 
have  to.  Meanwhile,  as  long  as  J-M 
remains  independent,  it's  certain  also 
to  remain  primarily  a  mining  com- 
pany, and  a  highly  conservative  one 
at  that.  A  sensational  performer?  No, 
but  it  has  a  strong  position  if  the 
long-awaited  building  boom  materi- 
alizes, with  unparalleled  stability  and 
more  than  enough  capital  to  exploit 
its  opportunities.  ■ 


FORBES,  FEBRUARY  1,  1969 


19 


Melville  Shoe:  The  Octogenarian  &  the  Teenager 

Melville  Shoe,  once-moribund,  old-line  company,  has  found  the  way  to  the  teen- 
agers. As  a  result,  Wall  Street  has  discovered  Melville.  Mil  these  romances  endure? 


Analytically,  Melville  Shoe  has  no 
light  to  be  so  profitable.  One  mark 
of  a  blue  chip  is  industry  dominance, 
or  at  least  dominance  in  certain  mar- 
kets or  geographical  areas.  IBM  has 
70%-plus  of  the  computer  market,  GM 
50%  of  the  automobile  market,  and 
General  Electric  has  well  over  40% 
of  the  market  for  many  kinds  of  elec- 
trical equipment.  But  Melville  has 
less  than  5%  of  the  footwear  market. 

Nor  does  Melville  seem  to  have 
the  right  to  grow  as  it  does.  A  growth 
company  should  be  in  a  growth  indus- 
try. Most  growth  companies  are: 
Merck  &  Co.  in  health;  Eastman  Ko- 
dak in  photography;  Zenith  Radio  in 
color  TV;  Avon  in  cosmetics.  All  of 
these  fields  grow  on  average  at  well 
over  10%  a  \ear.  The  shoe  industry 
grows  at  approximately  5%. 

Melville,  in  fact,  doesn't  even  look 
like  a  modern  company.  It  has  prac- 
ticalh'  no  debt,  and  its  $50  million 
in  working  capital  is  probably  far 
more  than  it  needs.  The  company's 
headquarters  are  located  in  a  worn 
office  building  in  Manhattan.  Its  sec- 
ond most  important  office  is  situated 
in  a  dreary  foimer  auto  assembly 
plant  in  the  small  industrial  city  of 
Worcester,  Mass.  Management?  The 
company  is  controlled  by  82-year-old 
Ward  Melville,  who  is,  in  theory 
at  least,  semi-retired.  William  Girdner, 
the  company's  director  of  market  re- 
search is  65,  has  no  assistants  and 
doesn't  want  any.  Melville  has  no 
full-time  public  relations  executive. 
Melville's  display  director  just  lost  his 
top  trainee  because  the  man  found  he 
could  make  more  money  as  the  man- 
ager of  a  local  shoe  store.  Two  years 
ago  Melville  moved  several  of  its  top 
executives  from  New  York  to  Worces- 
ter "to  get  them  away  from  two-hour 
lunch  hours." 

Yet,  when  Mehille  President  Frank 
Rooney  addressed  the  New  York  se- 
curity analysts  last  month  he  got  a 
big  turnout  and  a  dozen  excited 
questions.  For,  in  the  last  five  years, 


Melville  has  become  one  of  the  most 
profitable,  fastest-growing  companies 
in  American  industry.  In  spite  of  its 
small  market  share,  Melville  ranks 
higher  in  Profitability  than  IBM,  GM 
or  GE,  according  to  the  Forbes  21st 
Annual  Report  on  American  Industry 
{Jan.  1).  This  report  also  shows  that 
Melville's  earnings  are  growing  faster 
than  those  of  Merck,  Zenith  or  Avon. 
Melville  stock  in  the  last  five  years 
has  climbed  from  8  to  60,  a  market 
performance  that  puts  it  among  the 
top  5%  of  the  nation's  leading  500 
companies. 

But  Wall  Street's  interest  in  Mel- 
ville is  based  on  more  than  a  tribute 


Candy  Store,  1969.  Teen- 
agers today  go  "downtown" 
to  shopping  centers  with  air- 
conditioned  malls.  Melville 
first  reached  these  kids  with 
its  "Thorn  McAn"  shoes,  now 
hopes  to  double  up  with  new 
specialty  chains  like  "Chess 
King"  (below),  which  sells 
apparel    for    teenage    boys. 
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to  a  turnaround.  The  company  firmly 
believes — and  many  on  The  Street  do 
too— rthat  the  techniques  it  used 
so  successfully  to  sell  shoes  can  work 
as-  well  for  other  forms  of  apparel. 
When  he  addressed  the  analysts  last 
month  Rooney  talked  of  getting  into 
other  specialty  stores — this  could 
mean  such  businesses  as  records, 
teenage  clothing,  jewelry  and  sporting 
goods.  "After  all,"  Rooney  says,  "we 
don't  sell  shoes,  we  sell  excitement.  You 
might  say  that  we  compete  with  Gen- 
eral Motors,  because  they  get  people 
to  spend  money  on  exciting  cars  in- 
stead of  exciting  shoes." 

Too  Many  Shoemakers 

It  was  not  always  thus.  Only  six 
years  ago  Melville  was  facing  its 
eighth  consecutive  >ear  of  poor  prof- 
its. The  shoe  business  itself  was  bad. 
The  shoe  industry  is  one  in  which  old 
Adam  Smith  economics  still  apply. 
There  are  seven  companies — Interco 
(foiTnerly  International  Shoe)  Brown, 
Genesco,  Edison  Brothers,  U.S.  Shoe, 
Shoe  Coip.  of  America  and  Melville 
— that  have  sales  over  §150  million. 
There  are  another  half  dozen  or  so 
companies  with  sales  from  830  mil- 
lion to  S150  million.  Then  there  are 
hundreds  of  small  shoe  manufacturers 
and  thousands  of  small  shoe  retailers. 

There  are  several  reasons  why  the 
shoe  business  is  so  fragmented.  One 
is  a  matter  of  semantics.  "Shoe" 
covers  many  kinds  of  businesses,  just 
as  "food "  covers  everything  from  dog 
food  to  delicatessens  to  General 
Foods.  A  big  chain  ma\'  find  that  its 
top  competitor  in  Oshkosh  is  a  local 
merchant  who  can  bu>  and  sell  shoes 
as  cheaply  as  does  a  chain. 

The  simple  fact  is  that  there  are 
few  economies  of  scale  in  shoe  manu- 
facturing. Not  much  automation  is 
possible.  What  little  machinery  is 
needed  can  be  leased  on  the  strength 
of  a  small  contract.  A  small  contract 
is  enough  to  bring  somebody  into  the 
business  (perhaps  a  former  shoe  com- 
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pany   representative  with   good   con- 
tacts at  chain  stores). 

Smallness,  in  fact,  is  the  order  of 
the  day  in  shoe  manufacturing.  Mel- 
ville alone  has  16  separate  plants, 
and  really  giant  manufacturers  like 
Genesco  or  Interco  have  more  than 
twice  that.  "You  can  only  make  a  cer- 
tain number  of  st\les  in  a  factory 
and  still  be  efficient,"  says  Melville 
E.xecutive  \'ice  President  Spencer 
Oettinger.  'The  factories  are  con- 
stantly cr>ing  about  the  need  to  re- 
duce the  number  of  styles."  This  is 
important,  because  each  style  must 
be  made  in  as  many  as  70  different 
sizes.  "Any  other  garment  can  be  the 
wrong  size  and  be  altered,"  says  J. 
Owen  Howell,  Genesco's  E.xecutive 
\'.P.  "But  if  a  shoe  doesn't  fit,  it 
hurts.  You  can't  wear  it." 

Thus,  on  both  the  manufacturing 
end  and  the  distribution  end,  a  man 
with  SI 50,000  can  compete  against 
a  multimillion-dollar  industry  giant. 
The  giant  can  only  hope  to  have 
something  different;  his  capital  alone 
is  of  limited  help.  "If  someone  gave 
you  $100  million  to  get  into  this  busi- 
ness," Ward  Melville  told  Forbes, 
"the  $100  milhon  would  just  get  in 
your  way.  It  would  enable  you  to  ex- 
periment with  too  many  senseless 
things  that  wouldn't  work.  My  father 
got  into  this  business  with  nothing. 
When  he  married  and  had  no  job, 
my  mother  asked  him  what  was 
the  longest  job  he  had  ever  had. 
He  said  that  he  had  worked  for  three 
weeks  in  a  shoe  store,  so  she  sug- 
gested that  he  go  into  the  shoe  busi- 
ness. He  was  good  at  it.  He  showed 
Maxey  Jarman's  father  [Jarman  is 
head  of  Genesco]  how  to  run  a  retail 
shoe  store." 

--  fAr.  McAn 

Melville's  father  and  Melville  him- 
self were  good  enough  to  build  a 
really  big  company  in  the  shoe  in- 
dustry. By  the  1930s  they  had  done 
something  different.  In  addition  to 
shoe  manufacturing  they  had  estab- 
lished hundreds  of  retail  outlets  of 
their  own.  In  those  days  chain  shoe 
stores  were  relatively  rare;  most  were 
family  affairs.  Melville's  first  stores 
are  known  in  company  legend  as  the 
"White  Front"  stores.  "They  were 
small  stores  with  facades  that  were 
painted  white  with  green  trim.  An- 
other distinguishing  characteristic  was 
that  they  all  had  the  same  name 
— "Thom  McAn."  In  the  minds  of 
a  generation  of  Americans  Thom 
McAn  was  the  place  to  go  to  when  a 
man  or  boy  needed  shoes.  They  made 
and  sold  men's  and  boys'  shoes  and  " 
they  sold  them  on  a  nobody-but- 
nobody-undersells-Thom-McAn  basis . 
"Our  factories  were  really  happy,"  says 


Roone/  of  Melville  Shoe 

Oettinger,  "because  these  captive  out- 
lets allowed  them  to  make  shoes  in 
the  most  efficient  way."  The  store 
managers  and  their  customers  were 
happy,  because  most  people  in  those 
days  bought  shoes  on  a  price  basis, 
and  "Thom  McAn"  did  give  you  a  lot 
for  your  $3.99. 

Things  went  pretty  well  until  after 
World  War  II.  Then  the  revolution 
in  fashions  and  retailing  that  is  so 
evident  today  had  its  beginnings. 
"When  the  men  came  back  from  the 
war,"  Rooney  says,  "they  were  style 
conscious.  The  first  thing  they  wanted 
were  barge  toes,  and  they  weren't 
as  concerned  about  price  as  they  were 
during  the  Depression.  Our  competi- 
tor, Flagg  Bros.,  saw  this,  but  we 
didn't.  We  became  the  Ford  of  the 
shoe  business.  We  had  value  when 
that  wasn't  what  people  wanted.  They 
no  longer  wanted  Model  Ts." 

By  the  middle  of  the  1950s  the 
situation  had  become  desperate.  A 
worried  Genesco  began  to  diversify 
aggressively  and  went  into  retailing 
and  other  forms  of  apparel;  today 
it  is  a  $l-billion  company.  Interco, 
then  International  Shoe,  did  nothing 
and  fell  on  hard  times.  As  costs  rose, 
the  shoe  companies  simply  kept  trim- 
ming their  costs,  reducing  the  number 
of  styles,  cutting  back  on  advertising 
and  promotion.  At  the  same  time,  the 
middle  class  was  moving  away  from 
Thom  McAn.  No  matter  what  value  he 
gave,  he  stayed  downtown,  and  they 
had  moved  to  the  suburbs.  "Back  in 
the  Forties  and  Fifties,"  says  market 
research  director  Girdner,  "I'd  take  a 
trip  out  to  Long  Island  to  look  into 
the  possibility  of  a  suburban  shoe 
store.  I  would  talk  to  people  and  they 


would  say  they'd  been  out  there  wait- 
ing for  us." 

Most  important  of  these  problems 
— no  one  had  ever  really  thought  of 
trying  to  get  male  customers  to  buy 
shoes  faster  than  the  old  ones  wore 
out.  "Look,"  says  Oettinger  "almost 
no  one  really  needs  a  pair  of  shoes. 
Everybody  has  one."  As  for  the  shoes 
that  really  were  needed  to  separate 
feet  from  sidewalk,  imports  each  year 
were  taking  a  larger  market  share. 

In  the  late  Forties  a  lucky  thing  had 
happened  to  Melville.  Ward  Mel- 
ville's daughter,  Peggy,  became  en- 
gaged to  a  young  public  relations  man 
named  Edward  Gorman.  Melville 
Shoe  hired  Gorman  into  the  sales 
promotion  department.  He  knew 
nothing  about  business,  or  about 
shoes;  he  hadn't  even  graduated  from 
college.  But  Gorman  was  a  born 
sociologist,  and  he  related  what  he 
saw  happening  in  America  to  the 
business  of  selling  shoes.  His  mar- 
riage to  Peggy  Melville  ended  in  di- 
vorce, but  Gorman's  stay  at  Melville 
Shoe   did   not. 

In  1955  Gornian  wrote  a  prospec- 
tus recommending  a  complete  over- 
haul of  the  Melville  Shoe  Corp.  It 
was  based  on  sociological  trends  just 
budding  at  that  time  in  the  U.S.,  and 
its  premises  today  seem  like  cliches 
simply  because  they  were  so  remark- 
ably correct.  Melville  eventually  fol- 
lowed Gorman's  concepts  to  a  "t. " 

Gorman,  who  is  now  marketing 
assistant  to  the  president  of  J.G. 
Penney,  saw  15  years  ago  what  is 
perfectly  apparent  today.  First  of 
all,  he  saw  that  price  was  becoming 
an  obsolete  idea  in  retailing.  Fashion 
would  become  much  more  important. 
Affluence  was  giving  Americans  far 
more  discretionary  income  than  a 
mass  society  had  ever  before  enjoyed. 
Television  had  hastened  the  spread 
of  fashion  and  eliminated  the  rural 
customer  who  adopted  new  styles 
slowly.  For  various  reasons,  the  con- 
cept of  middle-age  was  disappearing: 
Americans  were  either  young  or  they 
were  dead.  Furthermore,  they  were 
developing  a  higher  level  of  taste. 
Finally,  Americans  with  any  money 
were  going  to  live  in  the  suburbs, 
and  a  new  kind  of  downtown  had  to 
be   created  for  them. 

Gorman  recommended  that  Thom 
McAn  play  down  price,  instead  con- 
centrate on  fashion.  Melville  had  al- 
ready acquired  Miles  Shoes,  then  pri- 
marily a  family  shoe  store  chain  in 
New  York  City.  Gorman  recommend- 
ed that  Thom  McAn  concentrate  on 
family  rather  than  men's  stores. 
"Shopping  today  has  become  a  family 
recreation,"  Rooney  points  out.  Gor- 
man urged  that  the  company  close  its 
downtown  stores  and  move  into  sub- 
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urban  shopping  centers.  He  wanted 
Melville  Shoe's  marketing  men  to 
dictate  to  its  factory  men,  not  the 
other  way  around. 

Ward  Klelville  was  already  68,  but 
he  was  still  willing  to  listen  to  new 
ideas — even  from  a  divorced  son-in- 
law.    Frank    Rooney,    then    working 


/Money  To  Burn.  Shoe  profifs  foday 
are  greater  because  styles  change 
more  often.  Young  people  can  af- 
ford to  buy  several  pairs  of  shoes  (or 
boots,  above)  every  year.  "Turn  a 
teenager  upside  down  these  days," 
says  Melville  President  Frank  Roo- 
ney, "and  you'll  shake  out  $100." 


alongside  Gorman  at  the  Thorn  McAn 
division,  liked  many  aspects  of  the 
pro.spectus.  The  plan  began  to  have 
its  influence  on  the  company. 

But,  like  the  President  of  the  United 
States,  the  head,  even  the  owner,  of 
a  company  cannot  simply  order  its 
transformation  and  expect  it  to  take 
place.  Many  of  the  older  executives 
at  Melville  fought  against  the  plan. 
As  is  generally  true  with  retailers,  the 
long-range  strategy  was  often  forgot- 
ten when  a  rainy  weekend  cut  sales. 
The  company  was  doing  so  badly 
that  only  $1  million  a  year  was 
allotted  to  advertising. 

Meanwhile,  a  serious  management 
crisis  had  occurred.  Ward  Melville 
blames  it  on  himself.  "About  ten 
years  ago,"  Melville  says,  "I  became 


anxious  to  retire.  Too  anxious." 
Ward  Melville  wanted  to  find  a 
successor  as  head  of  the  company. 
One  of  his  sons  had  gone  into  pub- 
lishing (he  works  at  the  History  ^^ 
Book  Club,  in  Stamford,  Conn.); 
the  other  was  only  30-ish  and  not, 
in  his  father's  judgment,  far  enough 
along  in  the  shoe  business.  Melville  pro- 
moted Robert  Erb,  the  man  in  charge 
of  producing  shoes  for  the  company, 
to  be  president.  Erb  protested  that  he 
wasn't  up  to  the  job  because  he  knew 
nothing  about  marketing.  But  Mel- 
ville overrode  his  objections.  An  er- 
ratic, intelligent,  marketing  man, 
David  Herman,  was  made  Erb's  No. 
Two  man.  The  idea  was  that  Herman 
would  make  up  for  Erb's  shortcom- 
ings in  marketing. 

This  management  change  didn't 
work.  Erb  was  able  to  carry  out  parts 
of  what  Melville  wanted  to  achieve. 
Thom  McAn  let  the  leases  run  out  on 
200  of  its  700  downtown  stores.  It  got 
new  leases  on  nearly  300  suburban 
stores.  Gorman  and  others  were  al- 
lowed to  experiment  with  their  dis- 
covery of  teenage  radio  shows.  Several 
new  styles  were  introduced. 

But  Erb  just  didn't  have  the  mar- 
keting feel  to  make  the  whole  thing 
work.  "I've  been  in  business  all  my 
life,"  says  Ward  Melville,  "and  even  I 
was  shocked  to  see  how  fast  the 
numbers  can  deteriorate  when  the 
men  are  wrong." 

In  1964  Erb  retired.  For  a  solid 
year,  a  talent  scout  tried  to  find  a 
new  president  for  Melville.  "All  this 
time,"  says  Ward  Melville,  with  the 
disarming  frankness  that  comes  with 
advanced  age  and  large  blocks  of 
stocks,  "we  had  young  Rooney.  But 
old  men  are  afraid  of  young  men,  so 
we  didn't  give  him  the  job.  We  in- 
terviewed seven  men  for  the  job  dur- 
ing that  year,  but  when  we  compared 
each  with  Rooney,  none  was  as  good." 

Rooney  got  the  job.  An  able 
graduate  of  the  Wharton  School  and 
the  Florsheim  division  of  Interco, 
Rooney  brought  to  the  fore  not  only 
a  younger  generation  of  executives, 
but  one  that  was  much  more  mer- 
chandising minded.  The  results  were 
immediate.  "The  figures  picked  up 
in  just  a  few  months,"  Ward  Melville 
says. 

What  happened  is  this:  The  Gor- 
man plan  had  already  been  executed 
in  part.  True,  Thom  McAn  had  been 
slow  getting  into  shopping  centers, 
but  most  of  the  competition  had  been 
even  slower.  In  addition,  Gorman  and 
other  sales  people  had  learned  how 
to  buy  teenage  radio  effectively,  and 
had  learned  that  selling  the  teen- 
ager meant  selling  the  man  in  his 
twenties    too.    These    were    the    age 


groups  that  bought  more  shoes  than 
they  needed. 

At  the  same  time,  the  great  pros- 
perity of  the  Sixties  brought  into  full 
force  the  retailing  and  fashion  revolu- 
tion that  Gorman  had  been  talking 
about.  Nowhere  did  it  have  greater 
effect  than  in  the  shoe  industry. 

In  the  old  days,  a  style  or  a  model 
would  be  produced  until  a  pile-up 
of  inventories  and  price  markdowns 
warned  management  that  time  had 
iiyi  out  on  that  particular  style.  Edi- 
son Brothers,  the  smart  leaders  in 
women's  shoes,  took  full  advantage  of 
the  new  style  consciousness  by  intro- 
ducing many  more  small  runs  of  high- 
style  shoes  and  really  pushing  those 
that  were  hot.  The  higher  markups  on 
the  most  fashionable  styles  began  to 
more  than  offset  the  frequent  mark- 
downs  common  throughout  the  shoe 
industry.  As  a  result,  Edison's  profits 
have  recently  soared. 

Under  Rooney,  Melville  got  with 
these  marketing  changes  and  stayed 
with  them.  "Today,  the  Melville  peo- 
ple are  looked  upon  as  real  leaders, 
real  innovators,"  says  one  retailer,  "not 
only  in  the  shoe  business,  but  in  all 
of  retailing." 

Oof  of  Print 

That  formula  in  the  last  five  years 
has  worked  this  way:  First,  Melville 
devoted  itself  to  style  and  excitement. 
The  company  de-emphasized  print 
advertising  and  concentrated  on  teen- 
age radio  and  TV.  It  had  hired  the 
ad  agency  Doyle  Dane  Bernbach, 
which  understood  high-fashion  for  the 
masses,  that  is,  the  "latest  thing"  at  a 
popular  price.  Doyle  Dane  dropped 
the  price  angle  and  began  to  tie  Thom 
McAn  shoes  to  current  fads,  particu- 
larly music.  In  the  early  60s,  Thom 
McAn  promoted  the  "Twister"  shoe 
with  the  help  of  rock-'n'roll  star  Chub- 
by Checker.  When  the  Monkees  be- 
came popular  with  teenagers  in  1967 
Doyle  Dane  developed  a  NIonkee-type 
singing  commercial,  which  became 
about  as  popular  as  the  regular  num- 
bers the  disc  jockeys  played.  The  song 
was  called  Monkce  Boots,  and  stressed 
that  Monkee  boots  were  something 
that  adults  did  not  wear.  At  the  same 
time,  Melville's  company-designed 
"Monkee  Boots "  were  aimed  not  only 
at  selling  the  Monkee  Boots,  but  at 
getting  people  into  Thom  McAn  stores, 
taking  advantage  of  the  fact  that 
suburban  shopping  centers  had  be- 
come  hangouts  for  young  people. 

The  formula  has  been  repeated 
month  by  month,  year  after  year. 
Last  spring  Thom  McAn  was  pushing 
"Bombay  Buckles,"  tied  in  with 
sitar  player  Ravi  Shankar  in  its  com- 
mercials.  Currently,  the  company  is 
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The  company  and  the  concept 
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This  is  S.  KLEIN  DEPARTIMENT  STORES 


The  expansion  of  S.  Klein  is  the 
story  of  a  downtown  store  that  saw 
which  way  the  customers  were  go- 
ing. Branching  out  from  its  original 
14th  street  location  in  New  York 
City,  S.  Klein  followed  the  public 
to  the  suburbs  in  the  mid-Atlantic 
states.  This  year  three  more  mod- 
ern, easy-to-shop  stores  will  open 
to  serve  the  increasingly  residen- 


tial areas  around  Wayne,  N.  J., 
Hicksville,  L.  I.  and  Cherry  Hill 
near  Philadelphia  —  bringing  the 
total  number  of  stores  to  17,  with 
more  on  the  drawing  boards. 

The  capacity  to  handle  enormous 
volume  per  square  foot  in  exceed- 
ingly short  periods  of  time  is 
S.  Klein's  forte.  This  is  the  basis 


for  its  ability  to  set  up  a  fashion 
feast  before  an  interested  public 
giving  an  ever-growing  number  of 
customers  unusual  values  within 
a  broad  price  range.  S.  Klein  exec- 
utive offices:  31  West  34  Street, 
New  York  10001. 

Rapid- American  executive  offices: 
711  Fifth  Ave.,  New  York  10022. 
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pushing  women's  shoes  with  such 
names  as  "Attaboy  Harry"  and  "Snake 
Charmer."  Around  next  Easter,  Mel- 
ville will  push  look-alike  shoes  for 
boys  and  girls,  with  a  commercial 
emphasizing  the  "Together  Look." 

This  has  increased  Thom  McAn's 
store  volume,  which  solves  another 
problem  in  the  retailing  of  the  1960s 
— that  is,  the  problem  of  getting  a 
place  in  a  shopping  center.  These 
centers  have  become  all-important. 
Something  like  half  of  all  U.S.  retail 
sales  now  take  place  in  them,  and 
most  chains  are  fighting  tooth-and- 
nail  to  get  into  the  good  ones. 

But  the  shopping  centers  have  also 
become  an  industry  in  which  about 
20  large  developers  are  predominant. 
These  developers  usually  start  out  by 
buying  land,  attracting  such  big  re- 
tailers as  Sears,  Penney 's  or  Federated 
Department  Stores,  and  filling  in  the 
smaller  shops  with  local  concerns  and 
specialty  chains  such  as  Thom  McAn. 

The  trick  for  a  small  retail  unit, 
such  as  a  shoe  store,  is  to  get  itself 
into  the  right  centers,  the  ones  where 
the  big  stores  will  bring  the  crowds. 
But  the  competition  is  hot  and  heavy 
from  rival  specialty  stores  that  also 
want  space.  Usually,  the  lease  will  go 
to  the  retailer  who  can  generate  the 
most  volimie  in  a  small  space,  because 
shopping  center  leases  normally  call 
for  a  guaranteed  minimum  lease  plus 
an  override  based  on  volume.  When 
Thom  McAn  promotes  better  than  its 


competitors,  it  therefore  has  a  foot  in 
the  door  of  the  next  shopping  center. 
It  is  partly  to  increase  its  leverage 
getting  into  shopping  centers  that 
Melville  is  now  expanding  other  ^ 
chains.  Its  Miles  chain,  now  specializ- 
ing in  women's  shoes,  is  moving  from 
East  to  West  with  15. new  stores  to 
open  this  year.  Last  year,  Melville 
acquired  Foxwood  Casuals,  a  small 
chain  that  markets  women's  casual 
clothes,  and  started  Chess  King,  a 
chain  that  will  market  apparel  for 
teenage  boys.  "We  got  the  idea,"  says 
market  research  director  Girdner, 
"when  we  saw  crowds  of  teenage 
boys  standing  around  at  shopping 
centers  with   no  place  to   go. 

A  New  Gamble 

In  following  the  teenagers,  Mel- 
\ille  is  approaching  a  major  cross- 
road in  its  own  coiporate  career. 
The  big  question  about  Melville  is 
simply  this:  Is  its  success  simply 
a  turnaround  story  in  a  resurgent 
shoe  industry?  Or  has  Melville  really 
learned  the  secrets  and  techniques 
of  marketing  so  well  that  it  can  ex- 
pand into  other  fields?  If  it  hasn't, 
it  will  have  to.  Its  future  in  the  shoe 
industry  is  essentially  limited,  not 
only  by  the  industry's  own  growth 
limits  but  by  the  slowed  growth 
of  the  shopping  centers  upon  which 
Melville  depends  for  new  expansion. 
Overbuilding  and  tight  money  have 
alread\-  slowed  that  shopping  center 


SWINGER-WITHOUT  SIDEBURNS 


Melville  Shoe  offen  doesn't  follow 
the  rules  of  fhe  modern  corpora- 
fion.  Case  in  point  is  the  company's 
market  research  director.  Bill  Gird- 
ner. It's  all  the  fad  to  turn  market 
research  over  to  under-30s  with 
sideburns  and  medallions  because 
"you  have  to  be  young  to  under- 
stand the  youth  market."  But  Gird- 
ner is  65  years  old  and  personally 
about  as  square  as  you  can  get. 
"It's  not  so  much  how  old  you  are," 
he  says,  "it's  what  you  pay  atten- 
tion to.  A  man  gets  old  when  he 
stops  being  interested  in  his  busi- 
ness and  begins  instead  to  worry 
about  his  status  and  building  up  his 
empire."  Girdner's  business  is  to 
fmd  out  where  the  young  people 
are  and  what  they  are  up  to.  What 
they  are  up  to  is  buying  more  pairs 
of  more  fashionable  shoes  (see 
story).  Where  they  are  is  in  the 
suburbs,  not  downtown.  "Downtown 
is  dead,"  Girdner  says.  "Only  the 
poor  live  there.  The  elegance  is 
now  out  in  the  shopping   centers." 


growth  considerably. 

By  expanding  into  new  fields,  Mel- 
ville thus  gets,  not  one,  but  two  or 
more  specialty  shops  to  open  in  a  sin- 
gle shopping  center.  This  can  prove 
a  wedge  in  getting  into  established 
cepters  when  tenants  falter  and  space 
becomes  available. 

"If  we  have  four  chains  instead  of 
one,'i  Oettinger  says,  "we  can  in  effect 
quadruple   the  number  of  centers." 

If  the  expansion  works,  Melville's 
Earnings  growth  and  profitability  will 
continue.  For  example,  Chess  King 
alone  could  increase  Melville's  earn- 
ings by  10%,  or  30  cents  a  share.  To 
do  that  Melville  would  have  to  have 
profits  of  SI. 5  million  or  so  on  Chess 
King.  With  a  5%  margin,  that  means 
the  company  would  need  volume  of 
S25  million.  Each  store  should  have 
\olume  of  around  8250,000  a  year,  so 
they'd  need  100  of  them.  By  the  end 
of  1969,  Melville  will  have  opened 
20,  so  Chess  King  could  add  to  Mel- 
ville's profits  by  1970  or  1971. 

Will  the  same  techniques  that  sell 
Monkee  Boots  to  teenagers  also  sell 
bellbottom  trousers,  pendants  and 
turtlenecks?  Melville  figures  that  it 
has  developed  expertise  in  retailing, 
control,  systems,  finance,  design,  ad- 
vertising and  promotion.  All  that 
should  be  needed  to  start,  say,  a 
string  of  ski  shops  is  a  small  ac- 
quisition in  the  field. 

In  the  process  of  doing  these 
things,  Rooney  and  his  aides  will 
have  to  solve  another  problem:  how  to 
get  the  talent  to  run  the  new  prop- 
erties, for  that  is  another  limitation 
on  Melville's  growth.  A  young  teen- 
ager today  is  no  more  eager  to 
spend  a  grueling  week  managing  a 
shoe  store  than  a  Hai-vard  Business 
School  graduate  is  eager  to  become 
a  junior  executive  at  a  shoe  company. 

One-Shot? 

Wall  Street  already  has  given  Mel- 
\ille  high  marks,  rewarding  it  with 
brokerage  recommendations,  and  a 
price/earnings  ratio  of  20,  up  from 
7  on  far  lower  earnings  a  few 
\ears  ago.  It  has  well  rewarded  old 
Mr.  Melville:  His  family  holdings 
were  worth  about  $5  million  in  the 
early  Sixties;  they're  worth  $35  mil- 
lion today.  As  president  Rooney  drew 
a  salary  of  8100,000  last  year,  plus 
bonus,  has  taken  a  profit  of  81  million 
on  his  stock  options  so  far.  But  a 
"turnaround"  is  often  a  one-shot 
operation.  Will  Melville  still  be  among 
the  most  profitable  companies  five 
\ears  from  now? 

It  depends  in  good  measure  on 
how  successful  Rooney  is  in  his  risky 
— but  very  necessary — expansion  into 
new   fields.  ■ 
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"A  C.I.T.-Type  Operation"  for  the  World 

The  nation's  international  bankers  have  a  scheme  for  a  giant  private 
financial  combine  to  finance  the  export  of  jets  and  other  capital  goods. 


In  the  history  of  international  bank- 
ing, there  has  never  been  a  more 
ambitious  plan.  Put  simpK ,  it's  a  plan 
to  create  a  vast,  private  export-import 
bank,  called  the  Private  Export 
Finance  Corp.,  in  direct  competition 
with  the  Export-Import  Bank. 

Even  the  contemplated  first  step 
would  be  a  gargantuan  one:  to  fi- 
nance, at  a  profit,  the  more  than 
SIO  billion  worth  of  jet  planes  the 
U.S.  aerospace  companies  expect  to 
sell  to  foreign  airlines  during  the  next 
decade. 

If  it  works,  the  plan  envisages 
financing  other  huge  capital  exports 
from  the  U.S. 

The  plan  has  powerful  sponsor- 
ship: the  Bankers  Association  for 
Foreign  Trade,  an  organization  that 
includes  such  international  banking 
institutions  as  Bank  of  America,  First 
National  City  and  Chase  Manhattan. 
Arthur  L.  Wadsworth,  who  headed  a 
committee  at  Dillon  Read  &  Co.  that 
worked  out  the  details  for  the  asso- 
ciation, says:  "W'e  envision  this 
export  plan  as  a  kind  of  vast  CIT 
financial  holding  companv-type  opera- 
tion.'  Wadsworth  says  the  plan  will  be 
made  public  as  soon  as  the  Nixon 
Administration  gets  settled  in  Wash- 
ington, perhaps  within  a  month.  He 
expects  speedy  Administration  ap- 
proval. 

Washingion  Competitor 

The  decision  of  the  banks  to  form 
a  consortium  to  finance  the  export  ol 
capital  goods  is  the  result  of  develop- 
ments going  back  to  1966.  That  year, 
credit  became  so  tight  that  individual 
banks  found  themselves  increasingly 
unable  to  finance  jet  plane  orders  by 
foreign  airlines.  The  Ex-Im  Bank,  like 
many  government  agencies,  issues 
participation  certificates;  this  serves 
in  effect  to  syndicate  the  loans  it  has 
made.  The  Ex-Im  Bank  found  such 
a  ready  market  for  these  participation 
certificates  that  it  was  able  to  assume 
more  and  more  of  the  financing  of  jet 


plane  e.xports,  even  as  the  private 
banks  were  finding  it  more  difficult. 
In  the  fiscal  year  ended  June  30, 
1968,  in  fact,  the  Ex-Im  Bank  financed 
the  export  of  more  jets  than  did  all 
the  private  banks  put  together. 

Financing  the  export  of  jets  has 
alwa>s  been  a  lucrative  business.  It  is 
becoming  more  lucrative  now  be- 
cause the  new  jumbo  jets  cost  up  to 
S20  million  each,  two  to  three  times 
as  much  as  the  old  jets  did. 

Seeing  the  Ex-Im  Bank  taking  over 
more  of  the  business,  the  Bankers  As- 
sociation for  Foreign  Trade,  led  by 
James  Bergford,  senior  vice  president 
of  Chase  Manhattan,  decided  to  com- 
mission Dillon  Read  to  figure  out  a 
way  of  getting  it  back.  The  result  was 
the  plan  for  the  Private  Export 
Finance  Corp. 

Wadsworth  refuses  to  disclose  the 
initial  capital  of  the  proposed  Private 
Export  Finance  Corp.,  but  it  has 
been  rumored  in  the  neighborhood  of 
•S22  million  with  more  to  come.  In 
addition,  the  bank  will  raise  money 
on  the  capital  markets,  just  as  the 
Ex-Im  Bank  now  does,  by  selling 
short-term  and  long-term  paper. 

The  profits  should  be  substantial. 
The  jumbo  jets  will  be  amortized 
over  a  period  of  ten  years.  At 
present  money-market  levels,  the  in- 
terest would  run  about  8%  a  year. 
On  the  first  year,  for  a  $20  million 
jumbo  jet  with,  .say,  75%  financing, 
that  would  amount  to  over  $1  million. 

One  possible  stumbling  block  in 
the  way  of  the  Private  Export  Finance 
Corp.  is  the  Justice  Department's 
Antitrust  Division.  The  corporation 
obviously  would  be  a  consortium  of 
banks  that  nomially  compete  for 
business.  However,  Wadsworth  ex- 
pects final  approval  despite  this.  One 
great  argument  in  favor  of  the  plan 
is  the  beneficial  effect  it  would  have 
on  the  nation's  balance  of  payments. 
Just  from  jet  exports  alone,  it  could 
pour  $10  billion  of  foreign  money 
into  the  U.S.  ■ 


A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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Watch  That  Waistline! 

Muscle  can  easily  turn  to  fat.  That's  why  Georgia-Pacific's 
Chairman  Pamplin  says:   "You've  got  to   keep  moving." 


It's  an  old  story.  A  smart  man  grabs 
an  opportunity  and,  while  others  nap, 
builds  a  great  company.  Once  built, 
however,  it  becomes  just  another 
company  unless  he  can  forge  a  man- 
agement capable  of  keeping  it  great. 
Look  at  it  this  way:  Once  it  has  de- 
veloped muscle,  the  lean  young  com- 
pany must  begin  struggling  against 
that  creeping  waistline,  that  slowly 
sagging  chin. 

Georgia-Pacific  Coip.  is  carefully 
watching  its  waistline  these  days.  In 
a  decade  it  grew  from  almost  $200 
million  in  sales  to  about  $1  billion  for 
1968.  Originally  a  smallish  maker  of 
plywood,  it  now  owns  4.5  million 
acres  of  timberland,  second  only  to 
International  Paper.  One  year  ago, 
Owen  R.  Cheatham,  who  built  it 
from  a  $12,000  lumber  wholesaling 
and  exporting  outfit  into  a  diversified 


On  Top.  Bob  Pamp'in,  57,  officially 
became  Georgia-Pacific's  chief  ex- 
ecufive  officer  jusf  over  a  year  ago, 
but  for  eight  years  he  filled  those 
shoes  because  of  the  prolonged 
illness  of  G-P's  founder,  Owen 
Cheatham.  During  this  time,  Pamplin 
updated  facilities,  such  as  the  To- 
ledo,   Ore.    paper    plant    (above). 


forest-products  company,  retired.  He 
handed  the  reins  to  a  long-time  asso- 
ciate, Robert  B.  Pamplin. 

But  billion-dollar  companies  can't 
grow  the  way  $200-million  companies 
can.  And  in  recent  years  Georgia- 
Pacific's  competitors  have  begun  to 
copy  its  techniques  of  diversification. 
Georgia-Pacific  remains  the  most 
profitable  of  the  giant  forest-products 
companies  (Forbes,  Jan.  1),  but  its 
lead  over  Weyerhaeuser,  its  slightly 
larger  competitor  in  sales,  has  nar- 
rowed in  recent  years. 

Chairman  Pamplin  prefers  to  talk 
about  football  rather  than  about  waist- 
lines, but  he  agrees  that  the  problem 
exists.  "It's  like  a  football  game,"  he 
says.  "Once  you've  got  the  momentum, 
you've  got  to  keep  moving.  If  you 
stop,  you're  dead."  Since  G-P  spent 
most  of  its  hard-earned  money  to  ob- 
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tain  all  that  timberland,  it  must  keep 
on  spending  heavily  in  order  to  ex- 
ploit it  fully.  It  must  introduce  new 
products,  open  up  new  markets,  ex- 
pand and  modernize  plants. 

Sound   Strategy 

,  G-P's  able  management  met  this 
challenge  head  on.  For  example,  two- 
thirds  of  its  sales  now  come  from 
such  wood-derived  or  related  prod- 
ucts as  chemicals  (alcohol,  resins, 
turpentine  and  formaldehyde),  paper, 
■pulp,  furniture  and  gypsum.  But  this 
diversification  has  a  price.  Between 
1964  and  1966  G-P  spent  $350  mil- 
lion on  new  plant  construction  vs. 
$217  million  for  Boise  Cascade,  $122 
million  for  U.S.  Plywood  and  $304 
milhon  for  Weyerhaeuser.  On  top  of 
this  G-P  will  spend  another  $425  mil- 
lion for  even  more  expansion  during 
the  next  three  years.  Boise  Cascade, 
Weyerhaeuser  and  U.S.  Plywood,  as 
well  as  others  in  the  industry,  use  a 
combination  of  long-temn  money  and 
equity  financing  to  pay  for  new  con- 
struction. G-P  refuses  to  use  equity  fi- 
nancing, contending  it  will  dilute  earn- 
ings. Also  it  is  using  bank  money,  and 
relatively  short-term  bank  money  at 
that.  Nearly  three-fourths  of  its  cur- 
rent $482  million  in  long-term  debt 
will  be  paid  off  by  1972.  This  presently 
consumes  nearly  half  of  the  company's 
cash  flow. 

This  is  a  sound  strategy.  Its  cash 
flow  currently  is  running  at  an  annual 
rate  of  $101  million,  and  the  depletion 
allowance — nearly  as  generous  as  for 
oil  companies — gives  partial  shelter 
to  its  common  earnings.  By  borrowing 
heavily  against  future  cash  flow, 
Georgia-Pacific  is  now  simply  able  to 
spend  money  it  knows  it  will  get 
in  future  years.  The  company  is  con- 
tinually starting  up  new  plants,  a  total 
of  50  during  the  past  two  years  alone. 
Normally  it  takes  one  to  two  years  be- 
fore these  plants  operate  at  peak  ef- 
ficiency. And  climbing  interest  rates 
in  the  last  few  years  have  also  put  a 
crimp  on  profit  growth. 

Pamplin,  a  34-year  G-P  veteran 
who  rose  through  the  financial  end 
of  the  company,  is  confident  that  this 
heavy  spending  will  pay  oflF.  "Our 
philosophy  has  been  if  we  don't  have 
the  cheapest  costs  we're  going  to  get 
them,"  he  says.  "And  I'll  spend  any 
amount  of  dollars  to  get  them." 

It  is  this  long-range  strategy 
that  has  penalized  Georgia-Pacific's 
recent  profitability.  But  Pamplin  is 
convinced  that  in  the  long  run  it's  the 
only  sound  way  to  fight  off  the  waist- 
line and  double  chin  that  all  too 
often  come  with  the  corporate  matur- 
ity that  Georgia-Pacific  has  now 
achieved.  ■ 
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LATE-COMERS  TO  THE  FEAST 

A  signal  for  the  top  of  a  bull  market,  so  one  theory  has  it,  is  when  the  lesser  companies  begin 
to  show  the  best  gains.  By  no  means  all  of  the  58  New  York  Stock  Exchange-listed  companies 
below  are  dogs  (for  example,  Melville  Shoe,  discussed  at  length  on  page  20).  But  all  sold 
at  low  price/earnings  ratios  in  1964  at  the  end  of  the  first  leg  of  the  current  bull  market; 
and  since  then  their  stock  price  gains  have  clearly  outpaced  the  rise  in  the  market  averages. 
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Price  Earnings 

1964 

Recent 

Recent 

Stock 

Earnings 

Per  Share 

Ratio 

Closing 

Price  Earnings 

Stock 

Price 

Latest 

EPS 

Company" 

1964  Average 

Price 

Ratio 

Price 

Change** 

1964 

12  Months 

Change 

Ling-Temco-Vougtit 

8 

11  Vs 

11 

8778 

654% 

$1.41 

$7.93 

462% 

Melville  Shoe 

9 

11 

21 

56 

409 

1.18 

2.71 

130 

Branitf  Airways 

11 

4y8 

38 

213/8 

362 

0.34 

0.56 

65 

Carrier  Corp. 

11 

18 

26 

743/4 

315 

1.62 

2.87 

77 

Lear  Siegler 

10 

61/2 

35 

24 

269 

0.33 

0.68 

106 

Great  Western  United 

9 

173/8 

27 

623/4 

261 

1.76 

2.31 

31 

Castle  &  Cooke 

10 

103/4 

28 

36 

235 

1.07 

1.30 

21 

McDonnell-Douglas 

10 

14V2 

16 

46 

217 

1.57 

2.81 

79 

Dayco 

7 

15% 

16 

473/8 

203 

2.54 

3.03 

20 

Ettra 

9 

14'/8 

15 

423/4 

203 

1.51 

2.80 

85 

Kelsey-Hayes 

9 

15'/8 

11 

471/8 

197 

1.64 

4.19 

155 

Twentieth-Century  Fox 

6 

11 '/8 

15 

323/8 

191 

1.92 

2.18 

14 

Mohasco  Industries 

10 

14'/8 

21 

391/4 

178 

1.31 

1.84 

40 

Northwest  Airlines 

9 

31  y« 

14 

823/4 

161 

2.93 

5.83 

99 

Halliburton 

10 

IS'/z 

36 

463/4 

153 

0.82 

1.29 

57 

Anaconda 

9 

26'/8 

17 

641/8       . 

145 

2.63 

3.74 

42 

Grumman  Aircraft 

10 

173/« 

15 

421/4 

138 

1.58 

2.90 

84 

Fairchild  Hiller 

9 

9 

d 

211/8 

135 

0.87 

d5.07 

* 

Cudahy 

11 

103/8 

8 

23 

122 

0.85 

2.78 

227 

Grant,  W.T. 

8 

18'/« 

15 

401/4 

121 

1.84 

2.75 

49 

Arvin  Industries 

10 

18 

18 

38 

111 

1.94 

2.07 

7 

Leesona 

10 

223/« 

19 

4778 

109 

2.20 

2.56 

16 

Vornado 

8 

11 '/a 

16 

241/8 

103 

1.42 

1.55 

9 

C.  F.  &  1.  Steel 

9 

lO'/z 

8 

20'/8 

99 

1.47 

2.60 

77 

Evans  Products 

9 

243/8 

21 

451/2 

87 

2.45 

2.20 

-10 

Midland-Ross 

10 

183/8 

14 

331/4 

81 

2.09 

2.36 

13 

White  Motor 

10 

261/2 

12 

451/2 

72 

2.80 

3.76 

34 

Eaton  Yale  &  Towne 

10 

21  y8 

15 

363/4 

70 

2.18 

2.51 

15 

St  Louis-San  Francisco  R.R. 

10 

3oy8 

10 

52 

70 

3.11 

5.11 

64 

Warner  &  Swa$«y 

10 

27'/2 

12 

46 

67 

2.86 

3.95 

38 

Cerro 

7 

30 

10 

491/2 

65 

4.68 

5.19 

11 

Boeing 

10 

3472 

13 

551/2 

61 

2.82 

4.37 

55 

Carborundum 

10 

33 

15 

511/2 

56 

3.10 

3.36 

8 

Chemetron 

10 

2772 

14 

43 

56 

2.83 

3.08 

9 

Lukens  Steel 

9 

2072 

15 

311/2 

54 

2.37 

2.17 

-8 

ACF  Industries 

10 

393/4 

16 

603/8 

52 

2.26 

3.76 

66 

American  Cement 

9 

121/4 

14 

I81/2 

51 

1.22 

1.31 

7 

Interchemical  Corp. 

10 

331/8 

17 

50 

51 

2.87 

2.88 

t 

Allegheny  Ludlum  Steel 

10 

383/4 

13 

573/8 

48 

4.02 

4.30 

7 

Arlan's  Dept.  Stores 

10 

23 

16 

33'/8 

47 

1.82 

2.08 

14 

General  Dynamics 

8 

35 

21 

473/8 

35 

3.77 

2.29 

-39 

Amer.  Chain  &  Cable 

9 

291/2 

18 

391/4 

33 

3.15 

2.22 

-30 

United  Merchants  &  Mfrs. 

10 

261/4 

8 

333/4 

29 

2.35 

4.46 

90 

Lockheed 

9 

381/4 

10 

48Vi 

26 

4.26 

4.65 

9 

Deere  &  Co. 

10 

45 

19 

551/2 

23 

4.30 

2.88 

-33 

Flintkote 

11 

22'/8 

16 

263/4 

17 

2.34 

1.65 

-29 

Republic  Steel 

IC 

421/2 

9 

48'/8 

15 

4.58 

5.70 

24 

Interlake  Steel 

10 

32'/8 

11 

371/4 

13 

2.80 

3.44 

23 

Louisville  &  Nashville  R.R. 

10 

743/4 

9 

831/2 

12 

8.26 

9.23 

12 

Case,  J.  1. 

6 

173/8 

84 

183/8 

6 

3.03 

0.22 

-93 

Cone  Mills 

8 

211/8 

19 

21% 

4 

2.41 

1.13 

-53 

Missouri  Pacific  R.R. 

6 

78'/8 

7 

793/4 

1 

13.66 

11.37 

-17 

Youngstown  Sheet  &  Tube 

10 

45'/8 

10 

451/8 

-2 

5.07 

4.59 

-9 

International  Harvester 

11 

373/4 

13 

361/8 

-4 

3.39 

2.69 

-21 

McLouth  Steel 

10 

411/8 

12 

3978 

-4 

5.03 

3.39 

-33 

Granite  City  Steel 

11 

241/4 

172 

223/8 

-8 

2.55 

0.13 

-95 

Chrysler 

9 

61 

9 

551/4 

-9 

5.50 

6.15 

12 

Trans  World  Airlines 

8 

473/4 

22 

4378 

-9 

5.47 

1.95 

-64 

N.Y.S.E.  Composite  Index 

• 

45.65 

56.77 

24 

Dew  Jnnes  Industrial  Index 

19 

874.13 

16 

923.11 

6 

46.43 

57.09 

23 

d-Oeficit.     '  Profit  to  a  deficit. 

t  No  change. 

"  Companies 

are  listed  according 

to  stock  price  gain  from  1964. 
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When  the  Music  Stops 

The  nuclear  reactor  industry  may  prove  to  be  a  game 
of  musical  chairs  with  six  players  and  four  chairs. 


The  nuclear  power  industry  had 
more  than  its  share  of  troubles  last 
year — that's  been  clear  from  the  cost- 
ly delays  in  nuclear  power-plant  sched- 
ules that  have  revived  the  utility  in- 
dustry's interest  in  coal  (Forbes,  'Nov. 
15,  1968).  But  even  graver  problems 
are  developing  for  the  U.S.'  six  nu- 
clear reactor  producers:  General  Elec- 
tric and  Westinghouse,  which  hold 
maybe  a  third  of  the  market  each; 
Combustion  Engineering  and  Babcock 
&  Wilcox,  which  share  the  remaining 
third  between  them;  and  Gulf  Oil's 
Gulf  General  Atomic  Inc.  and  North 
American  Rockwell's  Atomics  Inter- 
national division,  both  of  which 
have  high  hopes  of  establishing  them- 
selves in  the  market.  For  the  reactor 
producers  the  future  has  begun  to 
shape  up  like  a  game  of  musical 
chairs:  there  are  six  players,  but  ma\- 
be  only  four  chairs. 

It's  not  that  the  prospects  of  nu- 
clear energy  have  dimmed  percepti- 
bly. By  2001,  nuclear  power  stations 
should  be  generating  half  the  U.S.' 
electric  energy,  and  the  total  market 
for  nuclear  reactors  alone  should  run 
around  $4  billion  annually.  But  that's 
30  years  from  now.  Over  the  next 
decade.  Atomic  Energy  Commission 
experts  expect  new  nuclear  plant  or- 
ders to  average  between  15  and  20  a 


year — ma\be  three  each  if  they're 
divided  equally  between-  existing  and 
announced  suppliers.  And  that's  far 
from  enough.  A  recent  Arthur  D. 
Little  report  indicates  that  a  reactor 
producer  needs  three  or  four  orders  a 
year  just  to  sta\-  marginally  in  the 
black,  and  for  Westinghouse  and  GE 
even  that  isn't  enough — they  need 
five  or  six  to  break  even.  So  it's  al- 
most certain  that  some  of  the  reactor 
producers  will  be  forced  out. 

Shake-Out 

The  question  is,  which  ones?  Gulf 
General  Atomic  and  Atomics  Inter- 
national have  yet  to  build  their  first 
commercial  reactors,  but  this  by  no 
means  assures  that  they  will  be  left 
flatfooted  when  the  music  stops. 

Gulf  General  Atomic,  for  example, 
lias  ambitious  plans  to  blanket  the  en- 
tire nuclear  field.  It  is  betting  its  im- 
mediate future  on  a  high-temperature 
gas-cooled  reactor  designed  to  produce 
more  electricit\-  from  a  pound  of 
uranium  than  conventional  light  water 
reactors.  But  its  first  commercial  plant 
— a  330-megawatt  plant  for  Public 
Service  of  Colorado — won't  be  com- 
pleted until  1972. 

Atomics  International  has  been  put- 
ting its  chips  on  the  fast  breeder  reac- 
tor, a  design  that  is  substantially  more 


Competitive  Threat.  Fast  breeder  reactors,  like  the  proposed  General 
Public  Utilifies  plant  above,  may  pose  competifive  problems  for  the  pro- 
ducers of  conventional  reactors,  but  nobody  doubfs  their  virtues.  They 
manufacture  more  fuel  than  they  consume,  promise  to  provide  an  outlet  for 
the  by-product  plutonium  generated  by  conventional  reactors,  and  reduce 
fuel  costs  by  two-thirds— no  small  consideration  v/hen  fuel  costs  over  the 
life   of  conventional  reactors   equal  the   cost   of   fhe   reactors   themselves. 


efficient  and  more  economical  than 
the  light  water  reactors  currently  in 
use.  The  breeders  actually  produce 
more  fuel  than  they  use.  The  only 
trouble  is  that  nobody  has  yet  built 
a  commercial  scale  plant.  Even  the 
demonstration  plant  AI  plans  to  build 
for  General  Public  Utilities  in  coopera- 
tion with  20  utilities  at  Scranton, 
Pa.  won't  be  in  operation  until  1975. 

Nobody  doubts  that  the  breeder 
reactor  is  the  nuclear  power  plant 
of  .the  future.  And  yet,  despite  their 
disclaimers,  there's  little  doubt  that 
GE,  Westinghouse,  B&W  and  GE 
would  like  to  postpone  the  advent  of 
the  breeder  as  long  as  possible.  West- 
inghouse has  spent  S150  million  on 
light  water  reactor  development,  GE 
perhaps  S200  million,  B&W  more 
than  §100  million  and  CE  maybe  $75 
million.  They  would  all  understand- 
ably prefer  to  wait  until  they  have 
recouped  their  present  investments 
before  taking  on  others.  And  that  will 
take  time.  Not  one  of  them  is  cur- 
rently making  any  real  money  on  re- 
actors, and,  despite  their  public  pro- 
tests to  the  contrary,  most  experts 
believe  they  are  unlikely  to  show 
substantial  profits  until  the  end  of 
the  Seventies. 

Why  will  it  take  GE  and  Westing- 
house so  long  to  get  a  return?  When 
the  big  push  for  nuclear  orders  got 
under  way  in  1966  the  technology  of 
light  water  reactors  was  not  proven. 
Nonetheless,  GE  and  Westinghouse 
took  on  a  lot  of  business — turnkey 
plants  mainly,  for  which  the  supplier 
takes  complete  responsibility — just  to 
establish  their  positions  in  the  mar- 
ket. Most  of  these  plants  have  proved 
more  costly  than  anyone  expected, 
and  so  neither  GE  nor  Westinghouse 
even  claims  it  will  get  substantially 
into  the  black  until  after  these  turn- 
key projects  are  completed  in  1971. 

"That's  when  we'll  start  making  a 
contribution  to  corporate  profits,"  says 
Joseph  C.  Rengel,  executive  vice  presi- 
dent of  Westinghouse's  nuclear  energy 
systems.  "It's  going  to  take  a  long 
time  to  restore  to  the  treasury  the 
demands  we  put  on  it  to  estabhsh 
ourseKes  in  the  nuclear  business,"  ad- 
mits Dr.  A.  Eugene  Schubert,  vice 
president  of  GE's  Nuclear  Energy 
di\'ision. 

Schubert,  like  Rengel,  believes  GE 
will  be  in  the  black  by  the  early 
Seventies.  But  it's  questionable 
whether  either  GE  or  any  of  the 
other  suppliers  will  make  any  big 
money  until  1980.  Meanwhile  the 
AEG  is  pushing  hard  for  breeder  de- 
velopment, and  both  AI  and  GGA 
are  eager  to  move  forward.  This  could 
blast  everybody's  chances  of  ever 
making  real  money  on  the  light  water 
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THINK 


before  you  buy... and  you'll 
buy  the  new  DatagraphiX  1110. 

If  you  have  a  requirement  for  higli  speed  computer  data 
entry  and  retrieval,  consider  these  advantages. 


Larger  memory  capacity  displays  over  a  thousand   ^ 
characters — with  2800  displayable  positions.  You  can   ^T 
display  complete  business  forms  and  long  columns.  Excel 
lent  format  flexibility. 


Full  editing  capability.  You  can  insert  words,     C. 
delete  words,  or  add  complete  lines — and  the    w 
text  automatically  opens  or  closes  to  adjust  for 
spacing. 


Compatible  with  IBM  ^ 
computer  systems.  Or   V^ 
any  other.   Just  plug  it  in. 
No  program  or  hardware 
modifications  needed. 


Displays  up  to  35 
lines  of  text. 


Each  terminal  contains 
built-in  control  features 
which  give  the  unit  the  flexibility 
to  adapt  to  new  applications  as 
your  business  grows. 


1CHARACTR0N®  Shaped  Beam  Tube  instan- 
taneously prints  each  character  clearly  onto  the 
tube  face  in  a  single  impression  {not  a  pattern  of 
dots),  the  same  way  the  letters  on  this  page  were 
printed.  And  just  as  comfortable  to  read. 


2     Truth  is,   people   are   accustomed  to  reading 
off  the  printed   page.  All  electronic  message 
devices  take  some  getting  used  to.   But  the  new 
DatagraphiX  1110  makes  the  transition  from  ink  to 
electrons  a  smooth  one.  It's  the 
easiest-to-read  display  in  the 
industry. 


3    Large  1  0"  x  1  0"  screen 
accommodates  both  ver- 
tical and  horizontal  formats. 
More  room  to  spread  the  text  for 
easier,  more  relaxed  reading. 


9    The  11 10's  program- 
mable controllers  can 
accept  a  share  of  the  responsi- 
bility for  storing  and  processing 
information— expanding  your  pres- 
ent computer  capacity,  and  reducing 
communications  costs. 


See  for  yourself.  For  a  demonstration  of  the  new 

DatagraphiX  1110  Display  System,  write 

Stromberg  DatagraphiX  1110, 

P.O.  Box  2449,  San  Diego.  Calif.  92112. 


stromberg  Datagraphlcs,  Inc.,  a  General  Dynamics  subsidiary 
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Interested?  Too  shonld  be! 

The  list  of  people  who  are  already  reaping  high  return  from 
Ramada  Inn  franchises  Is  too  lengthy  to  print,  but  write,  wire  or  phone 
our  Franchise  Division  and  we'll  tell  you  the  complete  Ramada  Inn  success 
story.  It  win  show  you  why  our  goal  of  a  thousand  is  possible. 

■  Ramada  has  one  of  the  nation's  strongest  franchise  packages  t 

■  The  value  of  brand  identification  is  unexcelled,  and  the 
nationwide  referral  system  brings  bonus  business  1 

■  Ramada  Inn 's  franchise  owners  enjoy  the  world's  largest  credit 
card  affiliation  with  over  20  million  cardholders  1 

■  The  exclusive  SureRate  is  a  guaranteed  rate  program  including 
over  1500  major  U.S.  corporations  1 

■  The  Ramada  Inn  occupancy  percentage  is  well  above  the 
industry  average  1 

Coming  .lune  1st 

RAMADA  INN  SUNT* 

RESERVATIONS 
THE  WORLD'S  FASTEST  HOTEL  RESERVATION  SYSTEM! 

Dont  wonder  abom  onr  potential. 
Get  the  facts  now! 

FOR  FURTHER  INFORMATION, 
WRITE.  WIRE  OR  PHONE: 

RAMAM- INNS.  INC. 

Franchise  Division 
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P.O.  Box  590  F 
Phoenix,  Arizona  85001 
Phone:  (602)  275-4741 

reactors.  To  use  an  analogy  in  an- 
other industry,  it  would  be  as  though 
Boeing  and  McDonnell  Douglas  had 
no  sooner  gotten  their  money  back 
on  the  jets,  than  the  airlines  switched 
to  supersonics.  That's  not  likely  to 
happen  in  aviation;  it's  quite  possible 
in  atomic  power  generation. 

Long-Term  Risk 

But  for  the  companies  that  have 
the  staying  power,  the  long-term  re- 
\\?ards  will  be  enormous  and  fairly 
certain.  As  John  J.  Flaherty,  president 
of  Atomics  International,  points  out, 
there  are  few  other  industries  in  which 
the  market  can  be  as  clearly  seen  as 
in  the  utility  business  and  which 
offer  such  a  big  market  and  so 
predictable  a  growth  rate  (doubling 
every  seven  to  ten  years).  But  the 
capital  requirements  are  also  enor- 
mous, and  this  may  impose  more  of  a 
burden  than  some  companies  can 
bear.  "This  is  a  business,"  says  Flah- 
erty, "that  takes  patient  money." 

Over  the  next  two  years,  the  AEC 
will  ease  the  burden  somewhat  by 
pumping  $200  million  into  subsidiz- 
ing the  development  of  the  breeder, 
in  addition  to  its  $100-million-a-year 
technological  development  program. 
The  AEC  will  support  no  more  than 
three  projects.  This  means  that  at 
least  three  companies  will  be  left  on 
theii"  own.  The  AEC  isn't  saying 
which  three,  but  the  industry  is 
betting  that  GE,  Westinghouse  and 
Atomics  International  will  be  the  ones 
which   win    the   Government    grants. 

The  company  that  completes  the 
first  successful  breeder  demonstration 
plant  will  have  an  inside  track  on 
commercial  orders — but  not  an  ex- 
clusive one.  Because  of  the  AEC's 
support,  all  technical  and  construc- 
tion techniques  will  be  available  to 
nonparticipants. 

At  this  point  nobody  is  willing  to 
climb  out  on  a  limb  to  predict  who 
the  winners  will  be.  But  the  portents 
seem  obvious.  Westinghouse  and  GE 
unquestionably  have  the  financial 
staying  power  and  a  long-term  com- 
mitment to  maintaining  themselves 
in  the  business.  Lacking  comparable 
financial  resources,  Combustion  En- 
gineering and  Babcock  &  Wilcox  at 
the  very  least  will  continue  to  supply 
reactor  components  even  if  they 
should  be  forced  out  of  producing 
complete  reactor  systems.  And  what 
about  Gulf  General  Atomic  and 
Atomics  International?  Whether  they 
will  garner  enough  business  to  gen- 
erate large  profits  remains  to  be  seen, 
but  they  mean  to  make  a  serious  try. 
All  in  all,  then,  the  risks  are  enormous 
for  all  concerned.  As  GE's  Gene  Schu- 
bert puts  it:  "This  is  the  highest-risk 
business  anyone  has  ever  entered."  ■ 
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What  it  takes 
to  be  No.1 


by  Earl  Morrall 


YouVe  got  to  hang  in.  there. 

"Of  all  the  football  players  in  this  country,  I'm  one 
of  the  last  who  ever  expected  to  be  asked  'what  it 
takes  to  be  No.  1.' 

"Up  until  the  1968  season  I'd  had  12  good,  credit- 
able years  in  pro  football.  But  I  was  never  quite  able 
to  become  one  of  the  very  top  players  in  the  game. 

"But  one  thing  drove  me  through  those  years :  my 
determination  to  do  the  best  job  I  could  in  whatever 
role  I  was  asked  to  play.  I  figured  I  owed  that  much 
to  my  team— and  maybe  more  importantly— to 
myself. 

"Then,  as  you  know,  early  last  season,  our  Colts 
quarterback  Johnny  Unitas  hurt  his  arm.  And  the 
burden  and  the  pressure  of  being  a  starting  quar- 
terback in  the  world's  toughest  football  league  fell 
to  me. 

•  "I  guess  the  big  question  of  the  year,  as  far  as 
Baltimore  was  concerned,  was:  'Can  Earl  Morrall 
do  it?  Can  he  step  into  the  shoes  of  one  of  the  great- 
est quarterbacks  of  our  time  and  do  the  job  that 
needs  to  be  done?' 

"And  I  guess  the  answer  has  to  be  in  the  result. 
We  had  a  great  season.  All  those  years  of  waiting 
and  hoping  and  doing  my  best  paid  off— all  in  one 
great  season. 

"You  ask  me  what  it  takes  to  be- No.  1?  I  think 
it's  the  same  for  a  whole  career  or  just  one  season. 
And  I  can  wrap  it  up  in  one  word— dedication— 
working  every  day  as  if  the  whole  game  depended 
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on  you,  even  when  you  know  you're  not  going  to 
start. 

"I  can  think  of  guys  I've  known  who  did  give  up 
^guys  who  slacked  off  because  they  figured,  'Aw, 
what's  the  use?'  Who  knows  whether  or  not  one 
more  tomorrow  might  have  brought  them  success? 

"If  I  can  say  anything,  it's  that  I'm  living  proof 
that  being  willing  to  pay  the  price  every  day  can 
pay  off.  And  I  suppose  that's  true  of  any  kind  of 
job  you've  got  to  do— whether  it's  playing  football, 
selling  suits  or  running  a  business. 

"You've  got  to  keep  believing  that  some  day 
you're  going  to  be  No.  1.  Keep  believing  it  and  work- 
ing at  it  and  some  day,  just  maybe,  it  might  happen. 

"I  waited  a  long,  long  time  for  the  big  one.  It 
can  be  done." 


This  is  the  second  in  a  series  of  special  messages  we  are 
sending  to  all  our  own  people. 

We  ask  National  Car  Rental  people  to  put  themselves 
in  the  customer's  shoes— to  dedicate  their  efforts  to  mak- 
ing the  customer  No.  1—and  to  pay  the  price. 

Maybe  you'd  like  to  tell  your  people  the  same  thing. 
If  so,  we'd  he  happy  to  supply  you  with  reprints  of  this  ad 
without  charge.  Simply  drop  us  a  note  at  Dept.  9,  5501 
Green  Valley  Drive,  Minneapolis,  Minnesota  55If31. 


NATIONAL 

CAR  RENTAL. 


The  Company  that's 

willing  to  pay  the  price 

to  make  the  customer  No.  1. 


"TFe  Feature  GM  Cars" 


33 


Ignoring  the  Rules 

To  be  successful,  a  small  company  doesn't  have  to 
play  follow  the  leader.  Case  In  point-  Adolph  Coors  Co. 


It's  like  an  unbelievable  tale  of  the 
old  Wild  West.  A  scant  ten  years  ago, 
privately  owned  Adolph  Coors  Co. 
was  a  smallish  regional  brewer  with 
around  $40  million  in  sales.  It  sold 
its  light,  frothy  brew  in  11  western 
states,  and  like  most  other  family-run 
breweries  was  strong  only  in  those 
markets  immediately  around  its  Gold- 
en, Colo,  headquarters. 

Today  Coors  is  the  leading  beer  in 
nine  of  those  11  states.  At  around 
SI 60  million  in  sales  and  more  than 
SIO  million  in  net  profit,  it  ranks  as  the 
nation's  seventh-largest  brewing  com- 
pany. In  California,  the  No.  Two  beer- 
drinking  state  (after  New  York), 
Coors  got  23%  of  total  beer  sales  in 
the  first  eight  months  of  1968,  more 
than  Budweiser  and  Schlitz  combined. 

What  makes  the  Coors  story  espe- 
cially remarkable  is  the  company's 
airy  disdain  toward  the  standard  pre- 
cepts of  modern  beer  marketing. 
Anheuser-Busch,  Schlitz  and  other 
competitors  spend  $2..30-$3.50  a  bar- 
rel on  advertising  vs.  Coors'  90  cents. 
Its  ad  budget  last  year  came  to  only 
$4  million,  mainly  for  sedate  point- 
of-sale  ads  rather  than  for  T\'  spots. 
Coors  stubbornly  refuses  to  run  spe- 
cial weekend  promotions.  Where  most 
of  its  competitors  have  built  or  ac- 
quired breweries  on  the  West  Coast, 
Coors  insists  it  will  never  build  a 
brewery  outside  of  Golden.  The  com- 
pany also  refuses  to  go  into  debt,  pre- 
ferring instead  to  finance  expansion 
out  of  retained  earnings.  The  last  time 
Coors  went  into  debt  was  in  1874 
when  Adolph  Coors  Sr.,  a  German 
immigrant,  borrowed  $280,000  to  go 
into  the  beer  business. 

Is  It  Quality? 

The  question,  then,  is  how.  "I  think 
we  just  make  a  better-quality  beer,"  is 
the  stock  explanation  from  third-gen- 
eration President  William  K.  Coors. 
That's  about  all  one  can  get  out  of 
Princeton-educated  Bill  Coors,  who 
operates  out  of  a  drab,  secretaryless 
office  and  spends  much  of  his  time 
wandering  coatless,  tieless  and  some- 
times in  heavy  work  shoes  around  his 
Golden  brewery. 

It  is  probably  true,  however,  that 
the  quality  of  Coors  beer  has  played 
a  major  part  in  the  company's  suc- 
cess. It  was  originally  developed  by 
Bill  Coors'  father,  Adolph  Coors  Jr., 
now  in  his  mid-80s  but  still  active  in 
the  company.  Coors  Jr.  took  over  the 
company  in  the  mid-1930s  and  put  it 


Coors  of  Coors 

back  into  beer.  (During  Prohibition 
Coors  made  malted  milk.) 

"Coors  beer  is  about  as  close  to 
soda  pop  as  you  can  get,"  scoffs  Barry 
Rowles,  president  of  Theo.  Hamm 
Brewing  Co.  "But  it  caught  the  trend 
in  the  West,  and  now  everybody  is 
making  milder,  lighter  beers." 

What  makes  Coors  different  is  its 
flavor  stability,  according  to  brew- 
masters.  Involved  in  brewing  is  a 
sterilization  process,  normally  pasteur- 
ization. But  pasteurization  involves 
heat,  which  changes  the  flavor.  Coors 
uses  a  filtration  process  during  vvliich 
its  beer  is  kept  cold. 

The  fact  that  Coors  needs  to  keep 
its  beer  cold  so  it  will  letain  its  flavor 
creates  a  problem  for  those  who  han- 
dle it.  Therefore,  the  company  will 
not  sell  its  beer  to  wholesalers  whose 
warehouses  are  not  refrigerated.  The 
cost  of  the  special  equipment  needed 
can  range  up  to  $50,000. 

Coors  has  been  able  to  overcome 
this  disadvantage  by  its  marketing 
strategy.  First  Coors  takes  care  of  the 
wholesaler.  Since  the  company  spends 
little  on  advertising,  it  can  aftbrd  to 
offer  its  wholesalers  a  profit  margin 
of  around  19.5%  vs.  18.5%  for  whole- 
salers of  competitors.  That  may 
amount  to  only  a  nickel  a  case,  but 


as  one  Los  Angeles  distributor  ex- 
plains: "Hell,  on  a  volume  of  $200,- 
000  a  month,  that's  an  extra  $2,000." 

Coors  also  takes  care  of  bar  own- 
ers. But  the  extra  profit  doesn't 
come  out  of  Coors'  coffers.  It  comes 
out  of  the  beer  drinker's  pocket.  Bar- 
tenders buy  Coors,  both  draft  and 
in  the  case,  cheaper  than  premium 
beers  such  as  Budweiser  and  Schlitz. 
But  then  Coors  tells  the  proprietor  to 
sell  it  across  the  bar  at  premium 
piices.  As  a  result,  the  bartender 
makes  a  few  cents  more  a  case  by 
selling  Coors.  "You  know  what  I  tell 
people  who  ask  me  what  kind  of  beer 
I've  got?"  asks  an  Idaho  Falls  bar 
owner.  "Coors,  Coors  and  Coors." 

Coors  offers  the  consumer  monetary 
incentive  too.  In  California  supennar- 
kets  and  other  retail  outlets  Coors 
sells  its  beer  anywhere  from  3  cents 
to  13  cents  a  six-pack  cheaper,  de- 
pending on  can  size,  than  such  pre- 
miums as  Budweiser  and  Schlitz.  Re- 
member, in  the  bar  the  beer  drinker 
pays  a  premium  price  for  Coors. 
When  buying  Coors  in  the  retail  out- 
lets he  sees  he  can  save  a  few  cents. 

Little  by  Little 

Coors  carefully  times  the  imple- 
mentation of  this  strategy  when  it 
enters  a  new  market.  Rather  than 
barge  in  with  a  balanced  program,  as 
most  brewers  do,  selling  in  all  outlets 
at  once,  Coors  comes  in  first  with  just 
draft  beer  in  the  bars.  This  sets  the 
stage  for  Coors,  giving  it  a  premium- 
beer  image.  Once  it  has  gained  a  sub- 
stantial bar  business,  Coors  brings  in 
bottled  beer  and  later  canned  brew. 
"This  is  a  very  neat  strategy,"  says 
Edward  Vogel,  marketing  vice  presi- 
dent for  Anheuser-Busch.  "Coors  was 
ahead  of  its  time  in  understanding  the 
magnitude  of  influence  that  pricing 
has  on  the  consumer." 

In  Texas,  Coors  has  been  unable 
to  work  its  charm.  For  20  years  Coors 
has  been  selhng  its  beer  there,  but 
so  far  has  been  able  to  cover  only 
25%  of  the  state.  Three  national  beers, 
especially  Schlitz,  have  managed  to 
outsell  Coors.  But  by  far  its  stiffest 
competition  has  come  from  two  very 
strong  local  beers,  Lone  Star  and 
Pearl,  which  have  proved  unbeatable 
on  their  home  ground.  Coors  has 
done  well  in  some  individual  cities, 
like  El  Paso  and  Fort  Worth,  but  to- 
day its  over-all  share  of  the  Te.xas 
market  is  still  only  about  8%. 

None  of  this  seems  to  bother  the 
Coors  family,  but  neither  are  they 
looking  elsewhere  for  new  business. 
In  fact,  Coors  hasn't  entered  a  new 
state  since  1948.  Rather,  Coors  will 
more  than  likely  continue  doing  busi- 
ness just  as  it  has.  After  all,  why 
shouldn't  it?  ■ 
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TENNECO  CHEMICALS  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECO  OIL  CO.  O 
PACKAGING  CORPORATION  OF  AMERICA  O  KERN  COUNTY  LAND  CO.  O  J.  I.  CASE  CO.  O 
WALKER  MANUFACTURING  CO.  O  NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO.  O 


Building  busine^es  is 
our  business 


In  25  years  Tenneco  has  become  one  of  the  15  biggest  industrial 
corporations  in  America.  Not  just  by  collecting  companies  but  by  making 
them  grow.  Our  assets  are  now  approximately  $4  billion  — and  growing 
every  year.  Tenneco.  We  make  a  business  of  making  businesses  grow. 


TENNECO  INC. 


HOUSTON,  TEXAS 


/ 


Blindfold  your  secretary 

and  find  out  if  the 

towels  you're  using 

are  as  soft  as 

Fort  Howard's. 


The  softer  the  towel,  the  better 

the  quality.  Today  all  quality 

towels  have  good  absorbency 

and  wet  strength.  The 

difference  between  good 

quality  towels  and  top  quality 

towels  is  softness. 

Softness  is  a  personal 
thing.  There  are  laboratory 
tests  to  tell  you  which  is 
the  softer  towel. 

But  laboratories  don't  use 
towels,  people  do.  And  they 
use  softer  towels  longer. 
So  they  use  less. 

And  when  it  comes  to  softness  our  Palmer"  Handi- 


foid'  towel  is  the  softest  C-fold  towel  you  can  buy. 
Test  it  yourself.  Blindfold  your  secretary.  Then 
give  her  a  Palmer*  Handifold*  towel  and 
one  of  the  towels  you're  now  using. 
Ask  her  to  rub  them  between  her 
fingers  and  tell  you  which  one's 
softer.  She'll  probably  choose  the 
Fort  Howard  towel. 
Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  with  a 
"Softness  is  a  Personal  Thing"  test  kit. 
It  contains  a  blindfold  and  a  sample  of 
Palmer-  Handifold'  towels.  Everything 
you  need  to  make  the  test. 
Except  the  secretary. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


For  the  corporation 
that's  going  places. 


f 


\Ne  deliver  world-wide. 


MPS:  ;^':vv 


Corporate  banking  services. 
Anywhere  in  the  world.  These 
are  the  international 
capabilities  Wells  Fargo 
offers  your  firm.  Whatever 
your  requirements:  trade 
development  and  credit 
information,  import/export 
financing,  Euro  Dollar 
Facilities,  world  money 


market  information  and 
foreign  exchange.  Wells 
Fargo  will  deliver.  Through 
our  Representatives  over- 
seas; our  network  of  financial 
affiliates  and  correspondents 
around  the  world;  our 
merchant  bank  affiliate. 
Western  American  Bank, 
(Europe)  Ltd.;  and  our 
subsidiary.  Wells  Fargo  Bank 
International  Corporation,  in 


New  York.  Plus  our  Inter- 
national Divisions  in  San 
Francisco  and  Los  Angeles. 
Just  let  us  know  your 
requirements.  Along  with  the 
complete  facilities  of  our 
international  banking 
services,  we'll  deliver  a  world 
full  of  potential  profits. 


Contact  Wells  Fargo  Bank, 
Administrative  Head- 
quarters, International 
Division,  464  California 
Street,  San  Francisco  94120; 
Southern  California 
Headquarters,  International 
Division,  415  West  Fifth 
Street,  Los  Angeles  90054  or 
Wells  Fargo  Bank  Interna- 
tional Corporation,  40  Wall 
Street,  New  York  10005. 


^•"WELLS  FARGO  BANK 


MEMBER  FEDERAL  DEPOSIT  INSURANCE  CORPORATION 


The  Durable  Friedrich  Flick 

A  shadowy  figure  out  of  the  past,  an  octogenarian  whose  empire  survived  two  world 
wars  and  IHitler,  remains  the  most  powerful  voice  in  West  Germany's  thriving  economy. 


There's  no  sign  outside  the  modem 
four-story  oflSce  complex  in  Diissel- 
dorf,  not  even  a  small  brass  plate,  to 
indicate  that  it's  the  home  of  Fried- 
rich  Flick  KG.  An  executive  of  the 
company  recently  explained  why: 
"People  who  want  to  deal  with  us," 
he  told  a  visitor  with  a  smile,  "know 
where  we  are. " 

In  \\'est  Germany,  e\ery  business- 
man, banker  and  broker  of  any  con- 
sequence sooner  or  later  has  to  deal 
with  Friedrich  Flick  KG,  for  one  of 
Germany's  largest  industrial  empires,  a 
conglomerate  that  owns  103  com- 
panies, wholly  or  almost  so,  and  has 
substantial  holdings,  amounting  to 
control,  in  227  others.  The  pillars  of 
his  empire  {see  chart,  p.  40)  are 
Daimler-Benz  ($1.5  billion  in  sales), 
producer  of  autos  and  trucks;  the 
Buderus  group  (S450  million),  steel, 
iron  castings  and  locomotives;  the 
Ma.\hutte  group  (S196..5  million), 
iron  and  steel;  the  Feldmiihle  group 
($196.5  million),  paper;  and  the 
Dynamit  Nobel  group  ($2.58  million), 
chemicals  (formerly  explosives).  As 
a  group  they  have  revenues  estimated 
at  close  to  $3  billion  a  >ear. 

Friedrich  Flick  KG  is  not  pub- 
licly held.  To  all  intents  and  pur- 
poses, the  Flick  family  owns  it.  Origi- 
nally, Friedrich  Flick,  the  founder, 
owned  it  outright,  but  he  gave  90% 
of  his  stock  to  his  children  and  grand- 
children. However,  this  was  merely 
a  ruse  to  avoid  inheritance  taxes.  At 
S5,  Flick,  a  hawk-nosed,  tight-lipped 
man,  with  narrow  eyes  that  slant 
toward  his  cheekbones,  whose  only 
indulgences  are  hunting  and  smoking 
the  cheapest  cigars  he  can  find,  still 
runs  the  company.  One  of  his  sons, 
Otto-Ernst,  who  thought  differently, 
soon  learned  better:  Otto-Ernst  at- 
tempted to  exercise  his  rights  as  an 
heir,  and  Flick  got  rid  of  him 
after  a  court  battle  and  a  million-dol- 
lar settlement.  But  Flick  is  not  one  to 
hold  the  sins  of  the  son  against  the 
grandsons.  Two  of  Otto-Emst's  boys 
will  soon  enter  the  finn. 

Understandably,  Friedrich  Flick  is 
the  wealthiest  man  in  West  Germany. 
His  personal  holdings  are  estimated 
at  $750  million. 

Pass/on  for  Secrecy 

If  the  name,  Friedrich  Flick  KG, 
is  almost  unknown  in  the  U.S.,  it's 
because  der  alte  Herr,  as  Friedrich 
Flick's  employees  call  him,  planned  it 
that  way.  The  lack  of  a  sign  outside 
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his  oflBce  is  symbolic.  He  shuns  pub- 
licity. He  never  has  granted  an  inter- 
view; he  rarely  has  posed  for  a  pho- 
tograph. Until  last  year,  he  never  is- 
sued a  financial  report,  and  he  did  so 
then  only  because  of  a  new  law  re- 
quiring it.  The  report,  entitled 
"Gruppe  Friedrich  Flick,"  printed  by 
a  Flick  company  on  paper  made  by 
another  Flick  company,  tells  only  as 
much  about  the  complex  as  the  law  ab- 
solutely demands — which  isn't  much. 
It  lists  the  103  companies  that  Fried- 
rich Flick  KG  owns  wholly  or  almost 
so,  and  says  they  had  revenues  in 
1967  of  $1.1  billion  and  earnings  of 
close  to  $20  million.  The  latter  figure 
is  meaningless  for,  under  German  law, 
a  company  has  wide  latitude  in  report- 
ing its  earnings;  in  effect,  it  has  to 
disclose  only  those  it  plans  to  pay  out 
in  dividends.  Since  Friedrich  Flick 
KG  is  family-owned,  it  naturally 
doesn't  pay  out  much. 

The  report  does  not  mention  any 
of  the  227  other  companies,  even  such 
a  gem  as  Daimler-Benz,  maker  of 
Mercedes-Benz  cars,  in  which  Fried- 
rich Flick  KG  has  some  40%  of  the 
stock. 

Flick's  passion  for  secrecy  is  not  a 
neurosis.  It's  an  essential  part  of  the 


Up  In  The  Air.  Kitchen  equip- 
ment for  domestic  and  for- 
eign airlines,  produced  by 
Friedrich  Flick's  Buderus  steel 
group,  demonstrates  h:s  sense 
for  profitable   diversification. 


strategy  he  used  to  build  his  empire 
in  the  Twenties  and  to  rebuild  it  after 
the  RAF,  the  8th  Air  Force,  the  Red 
Aimy  and  the  de-Nazification  program 
all  but  destroyed  it  during  and  after 
World  War  II.  It's  highly  doubtful 
that  Flick  could  have  created  Fried- 
rich Flick  KG  except  by  playing  his 
cards  close  to  his  vest. 

Flick  was  born  in  Siegerland,  east 
of  the  Ruhr,  the  son  of  a  lumber 
merchant  and  farmer.  The  customers 
for  his  father's  lumber  were  mining 
companies,  and  this  enabled  Flick  to 
get  an  inside  view  of  the  coal  and 
steel  industry. 

The  Geiman  system  for  training 
business  executives  is  quite  different 
from  the  American.  In  Germany, 
especially  prior  to  World  War  II, 
would-be  industrialists  first  served  an 
apprenticeship;  only  when  they  had 
learned  the  practical  side  of  a  busi- 
ness did  they  enroll  in  a  school  of  busi- 
ness administration.  Flick  spent  three 
years  with  a  mining  company,  then 
studied  business  administration  at  Go- 
logne.  He  went  to  work  for  a  small 
local  iron  works,  and  within  one  year, 
at  the  age  of  24,  he  had  reached  the 
decision-making  level.  He  was  only  32 
when  the  Siegerland  smelting  house, 
AG  Charlottenhiitte,  made  him  a 
member  of  the  executive  board. 

Flick  greatly  increased  AG  Ghar- 
lottenhiitte's  earnings  by  introducing 
a  new  blast-furnace  process.  With  the 
money  that  poured  in,  he  bought  up 
several  mining  companies.  Within  a 
few  years,  Charlottenhiitte  was  the 
largest  mining  company  in  Siegerland, 
with  Flick  as  president.  Soon  Flick 
was  al.so  Charlottenhiitte's  largest 
stockholder. 

The  Giants  Object 

This  did  not  satisfy  Flick.  He 
wanted  to  build  an  integrated  coal- 
iron-steel  concern,  but  when  he  at- 
tempted to  buy  into  companies  in  the 
Ruhr  outside  Siegerland,  he  found  the 
giants  of  German  industry  and  fi- 
nance— the  Krupps,  the  Thyssens,  the 
Kloeckners — blocking  him.  They  laid 
down  the  law  to  every  company  Flick 
attempted  to  acquire:  Don't  sell  to 
him.  The  companies  were  too  small 
and  too  weak  to  defy  the  giants. 

The  experience  taught  Flick  the  ne- 
cessity for  operating  in  secret,  and  after 
he  adopted  this  strategy:  He  would 
slowly  buy  into  a  company,  a  few 
shares  here,  a  few  shares  there,  until, 
without  anyone  realizing  it,  he  had  ac- 
quired  a   substantial   block,    perhaps 
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Wolfgang  Pohle        Friedrich  Eberhard  von 

member  of  Karl  Flick  Brauchitsch 

parliament         son  and  heir  probable 

In  Bonn  successor 

of  Kaletsch 


"Hessische  Gesellschaft 

fijr  industrielle 

Unternehmungen 

Friedrich  Flick  GmbH" 

—a  relatively 

unimportant  holding, 

founded  earlier 

than  the  VG, 

100%  owned  by  the  VG. 


Headquarters  of  the  Friedrich  Flick  KG  in  DiJsseldorf.  This  lim- 
ited partnership  (w/hose  partners  are  Friedrich  Flick,  Konrad 
Kaletsch,  Otto  A.  Friedrich,  Wolfgang  Pohle,  Friedrich  Karl 
Flick,  and  Eberhard  von  Brauchitsch)  operates  through  a  100% 
owned  holding  company,  called  "VG-Verwaltungsgesellschaft 
fur  industrielle  Unternehmungen  Friedrich  Flick  GmbH." 


Daimler-Benz  AG 

Mercedes-Benz  cars 

(around  40%) 


FeldmiJhle  AG 
paper  (100%) 


Dynamit  Nobel  AG 
chemicals  (83%) 


Buderus'sche 

Elsenwerke 

iron  castings,  cement 

(93%) 


Edelstahlwerke 

Buderus-AG 

high-quality  steel 

(100%) 


Krauss-Maffel  AG 

locomotives  and  heavy 

machinery  (94%) 


Eisenwerk-Gesellschaft  Society  M6tallurgique 
MaximilianshiJtte  mbH         Halnaut-Sambre 
steel  (100% )  Belgium,  iron .  and  steel 

(22%) 


20%.  Then  he'd  call  on  the  other  big 
stockholders  and  offer  to  buy  them 
out.  In  the  bargaining,  FHck  always 
had  a  great  advantage:  He  under- 
stood what  cash  flow  meant;  the  tra- 
ditional German  way  was  to  value  a 
company  on  what  it  could  pay  in 
dividends.  But  when  Flick  looked  at 
a  company,  he  never  looked  at  the 
net,  always  at  the  gross  profit — earn- 
ings before  depreciation,  taxes,  divi- 
dends and  reserves.  Since  many  of 
the  stockholders  he  bargained  with 
had    not    yet    grasped    this    concept, 


Flick  was  able  to  see  values  in  the 
company  that  escaped  them.  He  was 
able  to  make  them  offers  which  they, 
in  theii"  hidebound  way  of  thinking, 
found  irresistible. 

Flick's  ultimate  goal  was  100%  of 
the  stock.  But  at  the  very  least  he 
never  would  settle  for  less  than  con- 
trol. Unless  he  could  buy  control,  he 
would  sell  out.  He  wanted  to  control 
cash  flow  because  it  would  enable  him 
to  make  further  acquisitions.  He 
wasn't  satisfied  with  simply  sharing  in 
the  dividends. 


Instinctively,  Flick  realized  that 
cash  was  power.  Even  today,  when  it 
is  fashionable  to  minimize  cash  bal- 
ances and  to  keep  every  dollar  work- 
ing, Friedrich  Flick  KG  has  more 
than  $125  million.  Says  Konrad  Kal- 
etsch, Flick's  cousin  and  right-hand 
man :  "We  wish  to  be  prepared  for  any 
eventuality."  Which  is  another  way 
of  saying  that  Flick  always  wants  to 
have  the  cash  on  hand  when  he  sees 
another  company  to  acquire. 

An  indication  of  how  secretly  Flick 
operates  can  be  gained  from  this  in- 
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tident:  In  the  mid-Twenties,  the  di- 
rectors of  Linke-Hofmann-Lauchham- 
mer  AG  (producers  of  boxcars  and 
machines)  didn't  even  know  Flick 
owned  an\  stock  in  the  company  un- 
til they  received  a  telegram  from  him 
which  read:  "Acquired  majorit>.  Hope 
for  cooperation." 

Flick  made  his  first  moves  in  Upper 
Silesia,  now  part  of  East  Germany 
and  Poland.  In  ten  years,  while  the 
lords  of  the  Ruhr  still  were  concen- 
trating on  the  Ruhr,  he  created  the 
huge  integrated  mining  concern  they 
had  prevented  him  from  building  up 
before,  Mitteldeutsche  Stahlwerke 
AG.  From  mining  and  smelting, 
the  industrialist  branched  out  into 
manufacturing.  That  was  when  he 
bought  Linke-Hofmann-Lauchham- 
mer,  among  other  companies. 

Mitteldeutsche  Stahlwerke  AG 
eventually  put  Flick  in  the  position  to 
acquire  important  steel  and  coal  com- 
panies outside  of  Silesia:  Eisenwerk- 
Gesellschaft  Ma.\imilianschiitte  in 
South  Germany  (steel)  and  Harpener 
Bergbau  AG  and  Essener  Stein- 
kohlenbergwerke  AG  in  the  Ruhr  area 
( coal ) . 

The  war  was  a  disaster  for  Flick. 
Between  the  Allied  bombing  and  the 
Russian  invasion  of  Upper  Silesia,  he 
lost  80%  of  his  empire.  On  top  of  that, 
he  was  arrested  and  convicted  as  a 
war  criminal  at  the  Niimberg  trials. 
Flick  has  always  insisted  that  he  was 
innocent,  but  he  spent  five  years  in 
jail  nevertheless.  Friends  say  that 
what  hurt  him  nearly  as  much  as  the 
jail  sentence  was  the  blow  to  his 
fiercely  independent  pride:  The  pre- 
sumption was  that  he  owed  his  suc- 
cess to  support  of  and  support  from 
the  Nazis;  Flick  was  already  a  power 
in  German  industry  when  Adolf  Hit- 
ler was  the  inconsequential  leader  of 
a  lunatic  fringe. 

The  Phoenix  Arises 

Flick  emerged  from  confinement  in 
1950,  a  man  of  67,  only  to  suffer  an- 
other blow:  The  Occupation  authori- 
ties ordered  him  to  sell  either  his  coal 
properties  or  his  steel  properties.  Coal 
was  then  at  a  premium,  and  Krupp, 
given  the  same  choice,  held  its  coal 
properties.  Flick  foresaw  that  coal 
would  come  upon  hard  times:  He 
sold  his  mines,  keeping  100%  control 
over  a  steel  company  that  had  sur- 
vived the  war,  Maximilianshiitte. 

His  postwar  setbacks  did  nothing 
to  dim  Flick's  craving  for  power  and 
for  property.  Cash  was  the  name  of 
Flick's  acquisition  game,  and  he  re- 
ceived $50  million  in  cash  from  the 
sale  of  his  coal  properties.  He  went 
looking  for  companies  to  acquire  in 
order  to  rebuild  his  empire.  He 
sought    companies    that    he    thought 


had  great  possibilities  for  growth.  He 
found  Daimler-Benz. 

No  one  else  saw  possibilities  in 
Daimler-Benz.  It  was  manufacturing 
luxury  cars  at  a  time  when  much  of 
Germany  still  lay  in  ruins.  The  futine 
seemed  to  lie  with  Volkswagen.  Flick 
was  able  to  buy,  over  several  years, 
a  reported  40%  of  Daimler-Benz 
for  less  than  $9  million.  Today,  in 
the  Germany  that  arose  from  the 
wreckage  of  World  War  II  and  can 
afford  luxuries.  Flick's  holdings  in 
Daimler-Benz  are  worth  over  $110 
million. 

Looking  for  other  growth  compa- 
nies. Flick  acquired  Feldmiihle,  Ger- 
many's largest  paper-producing  and 
paper-converting  concern,  and  Dyn- 
amit  Nobel,  a  prewar  manufacturer 
of  explosives  that  has  gone  into  chem- 
icals and  plastics. 

Flick  i-uns  his  empire  with  a  staff 
that  would  make  the  head  of  any 
U.S.  conglomerate  look  around  in 
horror  and  say,  "Where's  everybody?" 
Directly  under  him  are  five  managing 
partners.  They  are  the  finance  men. 
Under  them,  organized  into  a  subsid- 
iary called  N'erwaltungsgesellschaft, 
are  about  20  top  executives  who  over- 
see the  empire's  day-to-day  opera- 
tions. And  that,  plus  clericals,  is  all. 

Flick  can  get  along  with  such  a 
small  staff  because  he  gives  the  men 
who  run  his  330  companies  almost 
complete  freedom.  Says  Otto  A. 
Friedrich,  who  is  now  a  managing 
partner:  "Flick  has  always  looked  for 
persons  who  could  run  a  company 
on  their  own."  Konrad  Kaletsch  adds: 
"In  the  almost  50  years  I  have  work- 
ed with  Friedrich  Flick,  he  never 
has  given  me  any  orders."  What  Flick 
has  done,  instead,  is  to  encourage  com- 
petition among  his  companies.  Not 
until  1967,  when  there  was  a  slight 
recession  in  Germany,  did  he  even 
consent  to  let  them  get  together  for 
discussions  of  mutual  problems.  And 
he  did  so  then  reluctantly. 

In  all  probability,  when  Flick  and 
Kaletsch  go,  it  will  be  Eberhard  von 
Brauchitsch,  42,  a  managing  partner 
and  a  fomier  Lufthansa  executive, 
who  takes  over  Kaletsch's  job  of  run- 
ning the  company.  Flick's  youngest 
son,  Friedrich  Karl,  now  41,  will 
continue  to  own  Friedrich  Flick  KG. 
Clearly  Flick  hopes  the  company  will 
go  on  for  generations  operating  in 
much  the  same  way  as  under  der 
alte  Herr.  Says  von  Brauchitsch:  "I 
don't  see  anything  we  should  change 
after  50  years  of  Flick-Kaletsch  man- 
agement." But  that  is  certainly  open 
to  question,  for  the  Flick  empire  is 
not  so  much  a  business  as  it  is  the 
extension  of  one  man's  powerful  per- 
sonalitv.  ■ 


HOW  TO  TURN 

5.00 


PER 
YEAR 


INTO 


PER 
YEAR 


5.38 

. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

L  Open  a  Maxi  Matic  passbook  savings  account  at 
Coast!  Compounded  dally,  your  savings  earn  5.13% 
If  field  one  year  at  current  annual  rate  of  5%. 

2.  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximum-earning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25% 
bonus,  resulting  in  earnings  of  5.38%  per  year. 
When  you  withdraw  your  money  — in  $1000  multiples 
—  you  receive  all  regular  interest  due,  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 

•  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

•  All  funds  received  by  the  10th  earn  from  the  1st, 
thereafter  from  date  of  receipt 

•  Earnings  paid  to  date  of  withdrawal, 
with  NO  MINIMUM  QUALIFYING  PERIOD 
NECESSARY! 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  9-194A2 

Coast  Federal  Savings  and  Loan  Association, 
9th  &  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $_ 

□  Individual  Account  D    Joint  Account 
D  Here   is  my   passbook.   Please  transfer  my 

account. 
D  Please  send  full  information  on  Maxi-Matic. 
Name(s) 


Address- 


-Zip_ 


PACESETTERS 

Adults  employed  as  Profess- 
ional or  Managerial 


Forbes 

Fortune 
Business  Week 


55.8% 

47.6% 
40.4% 


Forbes  has  the  highest  con- 
centration of  Professional  or 
Managerials  found  in  the 
1968  Simmons  study  of  the 
audiences  of  57  publications. 
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As  I  See  It 


An  interview  with  Donald  C.  Cook 


Four  years  ago,  utility  stocks  were  the  darlirigs  of  the  stock  market, 
with  average  price/ earnirigs  ratios  of  22;  today  they  are  dullards,  with  an 
average  price/ earnings  ratio  of  15  and  with  prices  as  much  as  20%  below 
the  highs  set  in    1965. 

What's  to  blame?  The  favorite  answer  is  tight  money,  because  it  makes 
utility  yields  less  attractive  and  runs  up  utility  borrowing  costs. 

But  Donald  C.  Cook,  59,  president  of  American  Electric  Power,  largest 
U.S.  electric  company,  recently  offered  a  different  theory  to  FORBES 
Reporter  Walter  Rogers.  He  blamed  tired  management. 

If  Cook's  views  are  heretical,  his  credentials  are  impeccable.  Besides 
heading  one  of  the  fastest-growing  U.S.  utilities,  he  was  chairman  of  the 
Securities  &  Exchange  Commission  under  President  Truman. 

Here   are  highlights  of  Cook's  criticism   of   his  fellow   utility   managers. 


Why  do  you  feel  that  "lack  of  vi- 
sion in  management,"  not  interest  rates, 
is  the  industry's  top  problem? 

Cook:  High  interest  rates  eventually 
work  out.  And  without  doubt  they 
have  made  it  possible  for  utility  com- 
panies to  earn  and  to  retain  higher 
rates  of  return  than  in  the  past.  If 
you're  paying  7%  for  money,  it  doesn't 
make  sense  just  to  earn  6%,  does  it? 

In  other  words,  the  interest  rate 
problem  is  short  term,  but  the  man- 
agement problem  isn't.  What  do  you 
think  causes  this  lack  of  vision? 

Cook:  There  are  plenty  of  people  who 
deserve  some  of  the  blame.  First, 
regulation  has  been  a  very  deadening 
influence  on  utility  management. 
Many  commissions  speak  of  reward- 


ing utilities  for  efficient  and  econom- 
ical operation.  Yet  to  take  the  Federal 
Power  Commission,  I  am  unaware  of 
any  case  in  its  entire  history  where  it 
ever  did  so. 

Generally,  regulatory  bodies  have 
had  a  myopic  viewpoint.  It's  similar 
to  the  old  anathema  of  in  any  way 
eliminating  the  corner  grocer  or 
neighborhood  butcher  by  having  an 
area  served  by  a  more  eflicient  enter- 
prise such  as  a  Safeway  store. 

Isn't  that  oversimplifying  the  com- 
missioners' view  too  much? 

Cook:  Their  viewpoint  is  also  com- 
pounded by  efi^orts  of  some  to  prop 
up  public  power  by  making  it  pos- 
sible for  old,  ineflicient  elements  to 
survive  although  they  are  no  longer 
able    to    compete.    With    the    recent 


What's  wrong  with 

the  utility  industry? 

An  insider's  view 


changes  in  technology,  a  large  sys-' 
tem  like  ours  can  outperform  any 
municipal  operation  I'm  familiar  with. 

isn't  part  of  the  problem  also  that 
the  growth  in  electric  power  makes 
even  a  mediocre  manager  look  good? 

Cook:  Yes.  Only  the  people  who  un- 
derstand how  strong  and  dynamic  the 
business  really  is  know  how  much 
better  the  record  might  be. 

Where  would  you  look  for  signs 
of  mediocrity  in  utility  management? 

Cook:  The  two  big  ones  are  in  out- 
dated financing  and  failure  to  create 
larger  integrated  systems:  The  in- 
dustry is  faced  with  huge  capital 
budgets.  But  whether  this  pays  off  for 
the  shareholder  depends  on  how  many 
managements  awaken  to  the  fact  that 
these  large  programs  are  going  to 
produce  significant  dilution  vmless 
they  use  more  debt  than  in  the  past. 
We  think  that,  at  minimum,  a  modern 
electric  utility  company  should  have 
debt  of  65%  of  the  capital  structure, 
and  it  could  range  up  to  75%.  But 
some  still  have  old  fashioned  concepts, 
like  50%  equity. 

Getting  back  to  mergers,  aren't  they 
being  held  back  by  a  version  of  Wil- 
lard's  Law?  You  know — the  old  rail- 
road rule  that  no  president  ever  will- 
ingly merges  himself  out  of  a  job? 

Cook:  Right — that's  been  the  princi- 
pal obstacle. 

//  further  concentration  in  the  elec- 
tric power  industry  is  so  logical,  why 
hasn't  it  come  about  of  itself? 

Cook:  Our  industry  is  excessively 
fragmented  because  the  SEC  did 
only  half  of  its  job  under  the  Public 
Utility  Holding  Company  Act.  That 
Act  contemplated  that  the  holding 
companies  with  properties  having  no 
physical  relation  to  each  other  would 
have  those  properties  divested  and 
the  holding  company  would  be  re- 
duced to  a  single  integrated  system. 
But  it  also  contemplated  that  they 
would  then  be  regrouped  into  the  most 
economical  integrated  systems.  Just 
before  the  1952  election,  I  announced 
that  the  Commission  would  undertake 
the  second  part  of  the  job.  But  the 
Administration  changed  and  the  Com- 
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Why  does 

a  fast  moving 

conglomerate 

like  National 

Industries  make 

its  home 

in  Kentucky? 


Why  not? 


From  our  central  location  we  can 
move  quickly  in  many  directions, 
coast-to-coast,  and  that's  what 
we've  been  doing  for  the  past 
five  years. 

We're  predominantly  in  basic 
businesses  such  as  food 
products,  soft  drinks, 
department  stores,  energy 
products,  institutional  furniture 
and  equipment,  appliances, 
leisure  headwear,  business 
insurance,  toys,  and  steel 
warehousing  ...  all  of  which 


we  operate  at  a  profit. 
Since  1963  we've  moved 
up  to  revenues  in  excess  of 
5275  million  today.  Our 
objective  is  to  be  a  half-billion 
dollar  company  in  1970. 
If  you'd  like  to  know  more 
about  us,  we  will  be  glad  to  send 
you  complete  information. 
Address  your  request  to 
Stanley  Yarmuth,  President, 
National  Industries  Inc., 
P.O.  Box  1037,  Louisville, 
Kentucky  40201. 


NU 


National  Industries  Inc. 

The  Kentucky  Conglomerate 
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As  i  See  it 


mission  concluded  that  it  did  not  have 
the  manpower  or  the  money  to  go 
forward  on  the  merger  part.  Now,  if 
the  job  is  going  to  be  done,  it  will 
have  to  be  done  by  companies  in  the 
industry. 

Won't  interpretation  of  the  old 
statutes  prevent  companies  from  do- 
ing this  job? 

Cook:  Fortunately,  the  people  who 
drafted  the  Holding  Company  Act 
had  enough  sense  to  write  it  as  a 
constitution,  not  as  a  Napoleonic  code. 
We  think  that  under  the  Holding 
Company  Act  there  is  no  impediment 
whatsoever  to  creating  systems  big 
enough  to  achieve  all  the  eflBciencies 
of  size. 

Isn't  the  law  a  matter  of  how  you 
interpret  it? 

CooK:  Whether  there  would  be  an 
impediment  as  a  result  of  short-sighted 
regulatory    bodies    is    another    ques- 


tion. I'm  sure  if  a  commission  were  to 
decide  that  big  systems  might  have 
an  adverse  impact  on  public  power, 
municipalities  and  cooperatives,  it 
could  find  language  to  make  it  impos- 
sible for  investor-owned  utilities  to 
come  up  with  big  systems.  But  that 
wasn't  the  intent  of  the  Act. 

You've  said  you  expect  the  creation 
of  larger  electric  systems  to  increase 
greatly  the  competition  between  elec- 
tricity and  gas.  What  about  the  nu- 
merous utilities  that  distribute  both? 

CooK:  The  combination  company  is 
an  anachronism  that  should  never  have 
been  permitted  to  exist  to  begin  with. 
It's  hard  enough  to  run  one  company 
in  one  business  well,  without  trying  to 
run  two  that  are  natural  competitors. 
Having  the  two  within  the  same  cor- 
porate structure  inevitably  means  that 
you  do  not  have  any  competition  be- 
tween electricity  and  gas. 

We  can't  fault  holding  companies 
for  not  diversifying  broadly  because 
of  the  restrictions  of  the  Holding 
Company  Act.  But  why  haven't  the 
single  electric  utilities  diversified? 


Cook:  A  straight  answer:  lack  of  vi- 
sion. But  even  so,  one  area  of  so- 
called  diversification  might  be  highly 
appropriate — the  field  of  housing. 
Much  of  the  activity  in  government 
housing  programs  could  be  taken 
over  by  private  business.  And  the 
utility  industry  is  in  the  best  position 
to  do  it.  They  have  an  interest  in 
their  Qommunities,  know  their  needs 
and  have  the  resources.  They  ought 
to  get  deeper  into  housing. 

Is  anyone  moving  on  this  now? 

Cook:  American  Natural  Gas  has 
asked  the  SEC  for  permission  to  in- 
vest in  a  housing  program  in  Detroit. 
If  the  SEC  approves  it,  the  other 
companies  will  be  quick  to  follow. 

And  all  these  things — debt  ratios, 
acquisitions,  diversification,  social  re- 
sponsibility— relate  to  management. 

Cook:  Right.  I'd  rather  have  a  good 
management  with  a  bad  service  area, 
than  the  reverse.  American  Electric 
Power  doesn't  have  the  greatest  serv- 
ice area  in  the  world,  but  our  record 
speaks  for  itself.  ■ 


Pygmy  among  the  Giants 

Without  much  money— but  a/so  without  fear— Continenta/  Cop- 
per &  Stee/  is  following  the  big  copper  companies  into  Chile. 


Copper  xnisriNG  is  not  for  financial 
pygmies,  especially  in  foreign  coun- 
tries. In  the  last  ten  years  alone  it  has 
cost  Anaconda  over  $150  million 
to  develop  its  Chilean  properties; 
in  the  ne.xt  three  years  the  company 
expects  to  spend  at  least  $100  million 
more.  Kennecott  plans  to  spend  up- 
ward of  $200  million  to  develop  its 
properties  by  1971.  And  by  the  same 
date  Cerro  will  have  poured  $157 
million  into  its  Rio  Blanco  mine  near 
Santiago.  Nevertheless,  the  huge 
stakes  haven't  stopped  New  York's 
smallish  ($73  million  in  sales)  Conti- 
nental Copper  &  Steel  from  becoming 
the  fourth  American  company  to 
start  a  Chilean  mining  venture. 

Mortimor  S.  Gordon,  CC&S'  63- 
year-old  president,  expects  to  have 
his  Sagasca  project  in  northern  Chile 
producing  copper  precipitates  by  the 
end  of  1970.  The  price,  $32.5  million, 
is  peanuts  compared  with  what  the 
big  companies  are  shelling  out.  But 
for  Continental,  whose  long-term  debt 
has  never  topped  $15  million,  that's 
a  huge  sum. 

How  can  a  pygmy  get  along  among 
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the  giants?  Mainly  by  having  a 
pygmy-sized  project.  Compared  with 
Anaconda's  Chilean  plants,  which 
process  up  to  90,000  tons  of  copper 

Gordon  of  CC&S 


ore  a  day,  CC&S'  projected  4,000-ton- 
capacity  plant  is  very  small.  CC&S 
won't  have  a  smelter,  as  the  large 
companies  do.  Instead,  it  will  sell 
part  of  its  concentrate  to  Japanese 
firms,  who  have  underutilized  smelt- 
ing capacity,  and  offer  the  rest  on  the 
open  market  to  whomever  will  buy. 

So  far  the  Japanese  have  planned 
to  put  up  approximately  $10  million 
toward  the  cost  of  the  project,  and 
the  Chilean  government  has  promised 
$3.5  million.  CC&S  will  chip  in  a 
total  of  $9  million,  and  the  Sagasca 
project  will  borrow  $10  million  more. 
Since  the  Chilean  government  is  com- 
mitting itself  as  part  owner  and  is 
also  a  part  owner  of  Kennecott's, 
Cerro's  and  Anaconda's  operations, 
Gordon  has  obviously  little  to  fear 
from  his  giant  neighbors. 

It  took  Gordon  seven  years  from 
the  time  he  first  invested  in  Sagasca 
to  get  his  project  moving,  mainly  be- 
cause the  Chilean  government  was 
hammering  out  its  policy  toward  all 
foreign  companies  during  that  time. 
"The  Chileans  weren't  going  to  set 
a  precedent  with  a  small  company 
that  could  have  an  adverse  effect 
when  they  negotiated  with  the  large 
ones,"  he  says.  But  now  that  the 
agreement  is  made,  Gordon  looks  for 
some  real  leverage  in  his  common 
share  earnings,  beginning  in  1971.  ■ 
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Faces  Behind  the  Figures 


The  Winner 

It  wasn't  so  much  an  interview  as 
a  three-way  exchange  of  quips 
when  Forbes'  Robert  Flaherty  call- 
ed to  interview  the  West  \'irginia 
financier  Bernard  Patrick  McDon- 
ough,  who  has  just  taken  over  old, 
lagging  Endicott  Johnson  Corp. 

"Bemie,"  the  FoRBEsman  said, 
"you'll  have  high  blood  pressure. 
Wouldn't  it  be  easier  on  your 
health  if  \ou  spent  your  money  on 
another  Irish  castle  instead  of  on 
a  sick,  old  shoe  company?" 


Bernard  P.  McDonough 

"Maybe,"  McDonough  shot  back, 
"but  I  wouldn't  have  as  much  fun. 
There's  no  joy  in  buying  CM.  As 
for  my  health,  the  good  Lord  looks 
after  me  and  so  does  my  good 
Irish  doctor.  He  guaranteed  to 
keep  me  alive  till  90,  so  I  brought 
him  over  here  with  me.  Dr.  Walsh, 
say  hello  to  a  Flaherty." 

Dr.  Walsh  speaking:  "If  you're 
McDonough's  friend,  do  something. 
He  won't  listen  to  me.  He's  incor- 
rigible. Six  phone  calls  in  half  an 
hour!  His  blood  pressure!  Can  you 
do  anything  with  the  man?" 

Neatly  dodging  the  medical 
issue,  our  man  asked  McDonough: 
"Bemie,  you  bought  and  sold  your 
Cudahy  stock  so  quickly,  we 
guessed  you  took  control  on  a 
whim." 

"Wrong,"  replied  McDonough. 
"On  vacation.  I  stopped  by  and 
liked  the  looks  of  the  boys.  Then 
I  drove  to  a  pay  phone  and  bought 
control." 


"But  Bernie,"  protested  our  man, 
"you  weren't  all  that  pixyish  at 
Endicott  Johnson.  You  forced  most 
of  the  board  of  directors  to  resign 
once  you  had  control.  How  come? " 

"How  come?  How  come  they 
tried  to  sell  out  to  Studebaker- 
Worthington  for  $40  a  share  when 
I  was  paying  close  to  that  for  the 
stock?  Sure,  it's  a  problem  com- 
pany, but  when  you  have  over 
$140  million  in  sales  and  under 
$2  million  in  profits,  the  temptation 
to  do  something  about  it  is  ir- 
resistible for  me." 

"Bernie,  your  blood  pressure." 

"That's  Dr.  Walsh's  problem."  ■ 


The  Loser 

Nine  years  ago  Frank  A.  Johnson 
went  on  television  to  plead  with 
residents  of  the  upper  New  York 
state  Triple  Cities  of  Endicott, 
Johnson  City  and  Binghamton  to 
buy  stock  in  his  family's  Endicott 
Johnson  Co.  to  save  it  from  a 
takeover  bid  by  the  "forces  of  evil." 

The  latter,  known  to  non-Triple 
Cities  people  as  Glen  Alden,  quick- 
ly retreated  as  Boy  Scouts  and 
clergymen  rang  door  bells  to  pro- 
mote the  stock.  The  threat  ended 
with  the  Endicott  Johnson  pension 
fund  buying  Clen  Alden's  shares. 

The  people  rallied  to  Endicott 
JohiLson  because  it  was  their  lives. 
It  had  created  Endicott  and  John- 
son City  out  of  farmland  and  it 
dominated  them  economically,  po- 
litically, .socially  and  intellectually. 
Paternalism  went  almost  beyond 
imagination,  providing  workers 
with  mortgages,  homes  at  cost  and 
free  medical  services,  including 
maternity  costs  for  EJ  babies.  Un- 
til the  mid-Fifties,  working  for 
this  company  was  one  of  the  most 
secure  positions  in  America. 

With  close  to  70%  of  his  com- 
pany's stock  in  friendly  hands, 
"Young  Frank,"  as  Johnson  was 
dubbed  by  local  people,  got  his 
chance  to  save  the  company.  But 
decades  of  mismanagement  by 
Young  Frank's  uncle,  "Mr.  Charlie," 
could  not  be  undone  overnight. 
Worse,  Mr.  Charlie  had  not  given 
Young  Frank  the  broad  administra- 
tive training  needed  for  a  turn- 
around job.  And  pressure  from  his 
family  to  gain  his  experience  by 
starting  to  work  at  a  cobbler's 
bench  rather  than  going  to  college 
didn't  help  either. 


Moves  by  Johnson's  new  team 
also  broke  down  the  old  ties.  To 
get  back  in  the  black,  management 
had  to  act  like  an  outsider  and 
pare  down  the  payroll. 

As  a  result,  when  a  new  out- 
sider, Bernard  P.  McDonough, 
bought  into  the  company,  there 
was  no  closing  of  the  ranks  in 
the  Triple  Cities  to  block  him.  Ex- 
actly nine  years  from  his  earlier 
triumph,  Young  Frank  meekly 
obeyed  an  order  from  McDonough 
to  resign  along  with  seven  other 
directors.  Into  the  Endicott  John- 
son presidency  went  Harold  P. 
McGowan,  who  had  considered 
quitting  because  he  wasn't  getting 
ahead.  Into  Johnson's  job  as  chair- 
man went  McDonough. 

Why  didn't  Johnson  go  on  tele- 
vision for  another  plea  to  the  citi- 
zens? "That's  the  type  of  thing  you 
can  do  once,"  says  ousted  EJ  direc- 
tor Wayne  W.  Cawley,  who 
headed  a  1961  citizen's  group  to 
save  the  company.  "The  stock  be- 
came widely  dispersed.  Many  sold 


Frank  A.  Johnson 


it  for  tax  losses,  and  you  really 
couldn't  ask  them  to  buy  it  again." 
The  exit  of  Young  Frank,  now 
60,  marks  the  end  of  an  era  for 
the  Triple  Cities  and  the  rule  of 
this  family  over  them  since  1884. 
Frank  and  his  late  Uncle  Charlie 
produced  no  sons.  So  their  dynasty 
ends.  ■ 
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Faces  Behind  the  Figures 


Politics  Is  a  Business  Too 

Larry  O'Brien?  An  investment 
banker?  Not  the  former  capo  of 
the  "Irish  Mafia,"  who  became 
chairman  of  the  Democratic  Nation- 
al  Committee?  Not  that  O'Brien? 

Yes,  that  one.  He's  joining  the 
Wall  Street  investment  banking 
firm  of  McDonnell  &  Co. 

What  does  he  know  about  in- 
vestment banking?  "I  don't  know," 
he  says.  "I  think  I'm  a  good  man- 
agement man.  If  there's  one  thing 
I  know  it's  how  to  organize  some 
kind  of  campaign.  Political  cam- 
paigns are  multimillion-dollar  af- 
fairs. It's  like  running  a  big  coipo- 
ration  but  for  a  short  burst.  It's  a 
problem  of  funding,  of  using  the 
media.  You  sell  your  candidate  and 
your  issues  in  the  marketplace. 
Granted,  you  have  only  one  com- 
petitor— the  other  party." 

O'Brien  savs  he  also  learned  a 


Lawrence  F.  O'Brien 


great  deal  about  management  when 
Jje  was  Postmaster  General.  The 
Post  Office  is  a  $7-billion  operation 
with  "700,000  employees  and  a 
daily  lesson  in  how  not  to  manage 
a  business.  While  he  was  there 
O'Brien  advocated  removing  the 
Postmaster  General  from  the  Cabi- 
net and  converting  the  Post  OflBce 
into  -a  coiporation. 

O'Brien  says  he  had  several  of- 
fers, including  one  from  Howard 
Hughes.  He  picked  up  on  McDon- 
nell's bid  only  after  Chairman  T. 
Murray  McDonnell  had  spent  the 
better  part  of  a  day  giving  him  a 
hard  sell.  "I  didn't  want  to  go  to 
Wall  Street  just  to  sit  tossing  cards 
into  a  hat,"  he  says.  "There's  an 
awful  lot  of  private  money  that  will 
go  into  urban  problems,  things  like 
housing,  education,  health  and 
medicine  and  jobs.  McDonnell 
wants  to  move  into  these  things."  ■ 


He  Makes  It  Sound  Easy 

If  there  is  one  thing  Derald  H. 
Ruttenberg  doesn't  lack  it's  self- 
confidence.  Last  month  the  52- 
year-old  financier  persuaded  his 
fellow  directors  at  Studebaker- 
Worthington  to  make  him  chief 
executive  officer  in  place  of  Frank 
J.  Nunhst. 

Ruttenberg  has  had  very  little  ex- 
perience in  running  a  company, 
and  none  in  running  a  publicly 
held  company,  to  say  nothing  of  a 
$750-million  agglomerate  like  Stu- 
debaker-Worthington.  But  this  does 
not  daunt  him.  He  says: 

"What  most  companies  need  is 
a  good  set  of  financial  controls 
with  a  highly  centralized  small 
headquarters  to  set  goals  and 
make  sure  they  are  met.  If  they 
aren't,  you  take  action. 

"You  don't  have  to  be  an  en- 
gineer or  know  everything  about 
manufacturing  or  marketing. 

"The  important  thing  is  to  have 
good  division  managers." 

Ruttenberg,  the  major  power 
behind  the  scenes  in  the  merger 
of  Studebaker  and  Worthington, 
makes  no  secret  of  the  reason  for 
his  move.  "I  have  the  highest  re- 
gard for  Frank,"  he  says,  "but  I 
felt  the  decentrahzation  program 
wasn't  moving  fast  enough  and 
that  we  were  holding  onto  opera- 
tions that  had  little  future."  Spe- 
cifically,  he   thought   Nunlist   was 


too  dilatory  in  getting  rid  of  the 
money-losing  Alco  Products  divi- 
sion, which  makes  diesel  locomo- 
tives and  diesel  engines.  Planning 
"to  dispose  of  Alco  as  soon  as  I 
can  find  buyers,"   Ruttenberg  has 


already  begun  the  process. 

One  thing  is  clear  however. 
Even  Ruttenberg  hasn't  got  for- 
ever. He  is  only  as  secure  as  the 
higher  earnings  he  produces  for 
the  compan\'.  ■ 


Derald  H.  Ruttenberg 
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185th 
Annual  Report  from 

The  First  Tfeam  in 
New  England  Banking 

COMBINED  STATEMENT  OF  CONDITION 

as  of  December  31, 1968 


Assets 

Cash  and  Due  from  Banks $   615,539,600 

Investment  Securities 
United  States  Government 


Liabilities 


Securities               

223,224,200 

State  and  Municipal 

Securities 

358,350,600 

Other  Securities 

66,087,700 

$    647,662,500 

Municipal  Trading  Account  . . 

326,046,800 

Loans    

.     2,063,052,200 

Less;  Reserve  for 
Possible  Loan  Losses  . . 

45,518,100 
$2,017,534,100 

Federal  Funds  Sold 

53,450,000 

Customers'  Liability  for 
Acceptances            

69,633,700 

Banking  Premises  and 

Equipment   

Other  Assets   

30,216,100 
75,566,300 

TOTAL  ASSETS 

.   $3,835,649,100 

Deposits 

Demand  Deposits 

Savings  Deposits 

Time  Deposits 

Total    

Funds  Borrow^ed 

Federal  Funds  Purchased  and 

Securities  Sold  under 

Repurchase  Agreement  . . . . 
Acceptances  Executed  Less 

Those  Held  for  Investment  . , 
Accrued  Taxes,  Other 

Expenses  and  Dividends  . . . 

Unearned  Income 

Other  Liabilities 

Total  Liabilities 


Capital  Accounts 

Capital  Stock 

Surplus 

Undivided  Profits    

Reserve  for  Contingencies 

Total  Capital  Accounts  . . 

TOTAL  LIABILITIES  AND 
CAPITAL  ACCOUNTS 


$1,998,234,400 

194,087,900 

1,068,517,300 

$3,260,839,600 

1,563,900 


127,550,000 

70,029,600 

30,014,100 

11,085,600 

10,137.100 

$3,511,219,900 

80,000,000 

170,000,000 

48,755,100 

25,674,100 

$    324,429,200 

$3,835,649,100 


The  First  National  Bank  of  Boston  /  Condensed  Statennent  of  Condition  covering  all  Offices,  Overseas  Branches  and  wholly-owned 

Subsidiaries  /  combined  with  Old  Colony  Trust  Company. 


The 

FIRST 

NATIONAL  BANK 

BOSTON 


The  First  National  Bank  of  Boston  is  a  member  of  the  Federal  Deposit  Insurance  Corporation. 
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Faces  Behind  the  Figures 


Like  Smallpox? 

Not  all  parts  of  the  business  com- 
munity can  expect  an  easy  time  of 
it  under  the  new  Nixon  Admin- 
istration. Nixon  staffer  Daniel  P. 
(Pat)  Moynihan,  for  example,  will 
almost  certainly  be  a  painful  gad- 
fly to  the  highway  lobby  and  auto- 
mobile companies. 

The  new  Nixon  Administration 
urbanologist  is  a  former  Labor  De- 
partment urban  expert  for  the  Ken- 
nedy-Johnson Administrations  and 
more  recently  the  oft-quoted  chair- 
man of  the  Joint  Center  for  Urban 
Studies  at  M.I.T.  and  Harvard. 

As  an  urban  expert,  Moynihan 
has  to  think  about  traffic  jams  and 
other  auto  hazards.  A  "Moynihan 
Report"  on  the  country's  traffic  ac- 
cident "disease"  is  now  circulating 


Daniel  P.  Moynihan 


through  lower  staff  levels  in  Wash- 
ington's bureacracy. 

Surprisingly,  the  report  was  re- 
quested and  paid  for  by  the  De- 
partment of  Health,  Education  & 
Welfare.  "Because,"  says  Moyni- 
han, "this  thing  [auto  crashes]  is 
a  public  health  problem,  just  like 
smallpox."  The  HEW  traffic-safety 
report  was  actually  completed  last 
Feb.  29.  "It  was  submerged,"  Moy- 
nihan told  Forbes,  "by  a  whole 
series  of  fantastic  events."  He 
means  the  Kemer  Riot  Report, 
President  Johnson's  noncandidacy 
announcement,  two  grim  national 
shootings  and  the  election-year  up- 
heaval. 

When  asked  why  all  this  interest 
in  auto  safety,  Moynihan  insists  the 
subject  was  really  his  first  field  of 
interest.  He  began  working  on 
auto  safety  for  Governor  Harriman 
of  New  York  in  the  late  1950s.  The 
then  Presidential  candidate,  John 
F.  Kennedy,  picked  up  Moynihan 
in  1960  and  later  assigned  him  to 
the  Labor  Departinent  to  set  up 
prototype  federal  legislation  to 
establish  standards  of  safety  de- 
sign for  motor  vehicles.  "That's 
when  I  brought  in  a  young  man 
named  Ralph  Nader  to  help  us," 
Moynihan  explains.  According  to 
one  nervous  automobile  market 
man:  "That  guy  [Moynihan]  in- 
vented Nader."  ■ 


The  Ladies,  Bless  'Em! 

"At  last  this  company  can  be 
run  hke  a  business,"  says  Fuller 
Brush's  new  president,  Joseph 
Burns.  Why?  Because  Fuller  no 
longer  is  owned  by  the  Fuller  fam- 
ily. Burns,  who  was  general  man- 
ager of  the  company,  became 
chief  executive  when  Consolidated 
Foods  bought  it  in  December  for 
about  $60  million — $25  million 
going  to  85-year-old  founder  A.C. 
Fuller  and  his  son  Avard  (age  53), 
"Before  the  merger,"  says  Burns, 
"the  only  thing  that  mattered  was 
to  stay  in  favor  with  the  family. 
Now  we  are  being  measured  in 
business  teiTns." 

Door-to-door  selling  had  long 
since  ceased  to  be  romantic  for  the 
American  male.  Avon  had  con- 
centrated on  recruiting  women. 
The\-  were  available  and  were 
good  at  selling  the  high-profit  cos- 
metic line.  Fuller  stuck  with  men. 
Avon   passed   Fuller   in   the   mid- 


Fifties  and  is  now  nearly  8  times 
as  big.  Since  1965  Fuller's  sales 
have  declined  by  some  13%  to  $71 
million  and  its  profits  by  54%  to 
$2.3  million.  Over  the  same  period 
Avon  has  increased  sales  53%  and 
profits  42%. 

While    Avon     surged     forward, 
Fuller  was  racked  with  policy  dis- 


Joseph   Burns 


agreements  about  the  value  of 
salesu/omen.  A.C.  was  against  hav- 
ing them;  his  sons,  Howard  (who 
died  in  1959)  and  Avard,  were  for 
it.  The  staff  was  equally  divided. 

The  branch  managers  were  no 
more  sold  on  the  FuUerette  idea 
than  A.C.  was.  E.xplains  Burns, 
"They  just  sat  at  their  desks,  hop- 
ing a  guy  would  walk  in  and  ask 
for  a  job.  But  this  wasn't  1945  any 
longer."  The  company  also  hired 
hundreds  of  clerks  to  process  orders 
rather  than  invest  in  automated 
equipment,  with  a  predictable  in- 
crease in  costs. 

Burns  has  now  launched  a  hard- 
hitting recruitment  drive.  He  is 
closing  about  half  his  branch  of- 
fices this  year.  The  branch  man- 
agers will  be  knocking  on  doors 
with  products  to  sell  and  a  re- 
cruitment pitch  to  make.  "We 
want  100,000  women  recruited 
within  two  years,"  Burns  says.  Ful- 
ler Brush's  sales  force  now  num- 
bers some  30,000. 

Has  Consolidated  given  Burns  a 
time  limit?  "No,  I've  given  myself 
one,"  he  says.  "This  is  the  year 
we've  got  to  reverse  the  trend."  ■ 
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Good  Even  in  Bad  Times 
It  might  seem  that  Calvin  J.  Wei- 
ner,  the  General  Motors  vice  pres- 
ident who  heads  the  Cadillac  divi- 
sion, had  a  rough  time  in  1968. 
His  six  U.S.  competitors  increased 
their  sales  by  20^,  and  Cadillac 
output  was  at  a  standstill  during 
a  21-day  Fisher  Body  division 
strike.  The  upshot  was  that  Cadil- 
lac's share  of  the  luxury  car  market 
dropped  nearly  12?.  But  save  your 
s\mpath>.  Despite  all  this,  Cadil- 
lac posted  its  fourth  straight  record 
\ear  and  held  an  iron  grip  on  first 
place  in  the  luxury  car  field,  with 
.30.5?  of  sales,  nearly  twice  that  of 
its  closest  competitor,  the  Buick 
Electra  225,  and  three  times  that 
of  its  traditional  rival.  Ford  Mo- 
tors   Lincoln  Continental. 

"We  made  208,68-3  deliveries  in 
1968,"  reports  Werner,  who,  at  61, 
has  spent  45  years   with   General 
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Motors.  "And  I'm  pretty  proud 
that,  although  we  lost  17,000  units 
because  of  the  strike,  we  finished 
the  year  a  little  above  1967,  when 
we  delivered  a  record  208,112 
cars."  Werner  is  confident  that  his 
division  can  set  another  record  in 
1969,  but  he  says  that  even  with 
overtime  he  can't  regain  all  the 
sales  lost  during  the  strike. 

As    befits    an    affluent    society, 


making  Cadillacs  is  big  business. 
Factory  sales  of  cars  and  parts 
last  year  were  probably  $1.3  bil- 
lion, maybe  SI. 4  billion.  This  is 
only  5%  or  6%  of  GM's  total  busi- 
ness, but  it's  still  a  lot  of  money — 
as  much  as  the  total  sales  of  such 
companies  as  Allied  Chemical  or 
Alcoa.  Moreover,  on  a  car-for- 
car  basis,  Cadillac  is  doubtless  the 
most  profitable  line  built  by  any 
Detroit  automaker. 

So  well  entrenched  is  Cadillac 
in  the  luxury  market  that  when 
Cadillac    owners    buy    new    cars, 


more  than  80%  get  another  Cadil- 
lac. Moreover,  Cadillac  sales  are 
seemingly  immune  from  short- 
term  fluctuations.  In  1965  Cadillac 
had  some  mechanical  problems, 
but  its  sales  went  up;  in  1966 
total  industry  sales  went  down,  but 
Cadillac  sales  went  up;  in  1967 
the  economy  cooled  off,  but  Cadil- 
lac sales  went  up.  One  reason  is 
that  Cadillac  buyers  are  richer 
than  most — the  average  one  makes 
$27,000  a  year — and  so  they 
aren't  as  quickly  affected  by  a 
business  slowdown.  ■ 


The  Little  Things 

The  big  question  in  Mel  All- 
dredge's  mind  last  June  when  he 
took  charge  at  Great  Atlantic  & 
Pacific  Tea  Co.,  of  course,  was 
what  to  do  about  A&P's  earnings 
record.  In  the  last  five  years  profits 
have  fallen  an  average  of  nearly 
3%  yearly;  return  on  equity  has 
averaged  less  than  9%. 

Other  A&P  executives  have 
grappled  with  the  same  question 
in  recent  years,  but  Alldredge 
took  a  novel  approach  for  A&P's 
long-insulated  management.  For 
the  first  time,  the  men  who  man- 
aged A&P's  33  regions,  each  of 
whom  runs  an  average  of  143 
stores  with  total  annual  sales  of 
$150  million,  were  called  to  the 
company's  Manhattan  headquar- 
ters and  asked  what  they  thought 
was  wrong.  The  company's  senior 
buyers,  another  seldom-heard- 
from  group  in  the  past,  were  asked 
the*  same  thing. 

Alldredge  also  began  meeting 
with  the  chief  executives  of  major 
suppliers,  companies  like  General 
Foods,  Campbell  Soup  and  Coca- 
Cola.  Always  the  question:  "What's 
wrong  with  A&P?" 

"What  they  told  us  about  our- 
selves wasn't  always  flattering,"  he 
admits,  excusing  himself  from  re- 
peating just  what  they  said.  But 
his  first  public  move,  effective  this 
month,  was  to  give  33  regional 
managers  more  autonomy.  They 
now  have  direct  access  to  top  man- 
agement instead  of  reporting  first 
to  five  divisional  presidents. 

"This  decentralization  is  not  an 
earth-shattering  move,"  says  All- 
dredge, 57,  an  A&P  career  man. 
"But  we  believe  the  flexibility 
we're  giving  to  the  unit  managers 
will   make    them    stronger.    I    ran 


Melvin   IV.  Alldredge 


three    of    these    units    during   my 
career  and  I'd  have  loved  this." 

Insiders  expect  A&P  soon  to 
move  into  other  merchandise  areas 
(drugstores,  for  example).  Of 
course,  this  isn't  startling  either — 
competitors  did  it  years  ago.  But 
as  Alldredge  says:  "You're  success- 
ful because  you  do  a  thousand  lit- 
tle things.  And  it  doesn't  take  long 
before  it  starts  paying  off."  For 
A6{P  stockholders,  the  payoff  can't 
come  too  soon.  ■ 
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The  Money  Men 


Who  Needs 
Wall  Street? 

SoMBODY  HAS  shievvdly  observed 
that  many  Americans  today  have 
not  one  but  two  businesses:  their 
own  and  the  stock  market.  How 
do  you  avoid  having  your  execu- 
tives spend  so  much  mental  energy 
on  the  second  that  they  neglect 
the  first?  This  can  be  a  problem. 

Of  course,  there  are  stock  op- 
tions. They're  supposed  to  tie  the 
two  together,  a  man's  exertions  in 
his  job  and  his  success  in  the  stock 
market.  But  what  happens  if  the 
company  is  a  blue  chip  and  out  of 
favor?  Then  the  executives  miss 
that  warm  glow  that  comes  from 
a  growing  portfolio.  They  even 
end  up  feeling  they  work  for  a 
pretty  dull  outfit. 

For  a  big  blue-chip  company. 
General  Electric  has  what  may  be 
the  answer.  It's  a  house  mutual 
fund,  open  only  to  GE  manage- 
ment. It  is  called  the  Elfun  Trusts, 
and  it  has  been  in  existence  now  for 
43  years. 

To  learn  more  about  Elfun,  we 
called  on  a  man  named  Bruce  Wil- 
liams, a  38-year-old  graduate  of 
Easton,  Pa.'s  Lafayette  College. 
Williams  has  been  running  Elfun 
since  late  1966.  "This  has  turned 
out  to  be  quite  a  good  thing  for  GE," 
he  told  us.  "It  is  a  reasonable  sup- 
plement for  stock  options  among 
middle  management,  and  it  enables 
all  levels  of  management  to  forget 
about  the  stock  market  and  con- 
centrate on  selling  light  bulbs, 
computers  or  whatever."  Williams 
explained  that  Elfun  grew  out  of 
an  elite  societ>'  of  GE  managers, 
one  of  whose  chapters  started  an 
investment  club;  about  1945  GE 
took  the  club  under  its  wing  and 
gave  it  full-time  professional  man- 
agement. 

Elfun  is  open  only  to  managers 
and  above  at  GE,  which  means,  in 
effect,  earnings  approaching  $20,- 
000  a  year.  Today  the  Elfun  Trust 
has  10,000  shareholders,  80%  of 
those  eligible,  and  total  assets  of 
$285  million. 

Last  year,  the  Dow-Jones  indus- 
trials were  up  just  4.3%,  but  Elfun 
was  up  13.1%,  three  times  as  much. 
Excepting  only  the  free-swinging 
hot  performance  funds,  Elfun's  per- 
formance as  compared  with  similar 
public  funds  was  good  but  not  out- 
standing. Over  the  past  decade,  El- 
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fun  has  handily  outperformed  both 
the  DJI  and  most  mutual  funds;  it 
has  gained  247%  in  that  period. 
Not  quite  as  good  as  having,  say, 
Xerox  or  Control  Data  over  the 
same  period,  but  a  lot  better  than 
most  people  have  done  in  the 
stock  market.  A  lot  easier  on  the 
fingernails  and  on  the  digestion, 
too. 

A  fund  like  this  is  designed  to 
soothe  executives  rather  than  to 
thrill  them,  and  so  Elfun  normally 
keeps  at  least  part  of  its  assets  in 
fixed-income  securities;  it's  actually 
a  kind  of  balanced  fund.  Also,  it 
chases  no  "hot"  stocks.  Its  invest- 
ment philosophy  could  best  be  de- 
scribed as  middle-of-the-road. 

We  asked  manager  Bruce  Wil- 
liams to  describe  Elfun's  invest- 
ment policy.  "We've  concentrated 
on  medium-sized  growth  stocks," 
he  answered.  "In  the  past  few  years 
we've  skimmed  off  the  really  big 
companies — except  for  IBM — be- 
cause we  wanted  more  action  than 
they  could  give  us.  [Among  those 
that  were  "skimmed":  GE.]  Mean- 
while, we've  doubled  up  our  hold- 
ings of  some  of  the  medium-sized 
growth  companies.  For  example, 
Dow  Jones,  Famous  Artists,  Cenco 
Instruments,  Times  Mirror,  Skil,  Jim 
Walter."  Interestingly,  even  in  the 
giant  auto  business,  Elfun  is  con- 
centrated in  Chrysler,  smallest  of 
the  Big  Three.  Overall,  the  port- 
folio consists  mostly  of  standard 
names,  although  not  the  real 
giants:  U.S.  Freight;  City  Invest- 
ing; Northwest  Airhnes;  Interstate 
Department  Stores;  Xerox;  Warner- 


Lambert;  Holiday  Inns. 

In  a  way,  Elfun  is  a  dream  fvmd 
to  run.  "We  have  virtually  no  re- 
demptions," Williams  said.  "Our 
stockholders  are  fairly  sophisticated 
people;  they  know  what  the  risks 
are."  No  selling  problems:  A  good 
part  of  the  $22  million  in  new 
money  that  flowed  in  last  year  was 
from  payroll  deductions. 

Elfun  operates  on  a  shoestring 
budget.  Williams  occupies  space 
in  GE's  headquarters  in  New  York 
City  and  uses  its  services;  his  only 
professional  staff  consists  of  a  secu- 
rities analyst  he  shares  with  GE's 
pension  fund.  Williams  himself  gets 
about  $45,000  a  year,  prior  to  bo- 
nus, which  isn't  exactly  a  jackpot 
in  a  business  where  $1 -million  an- 
nual incomes  aren't  unknown.  El- 
fun's total  expenses  run  around 
$450,000  a  year — just  15  cents  on 
every  $100  invested — which  makes 
the  fund  a  bargain  for  its  man- 
agerial shareholders. 

How  does  Williams  manage 
$285  milhon  in  assets  without  the 
usual  accoutrements  of  staff  ana- 
lysts and  economists?  For  one  thing 
Elfun  doesn't  try  to  cover  the 
whole  stock  market.  It  plays  the 
time-honored  old  game  of  "buying 
good  stocks  and  putting  them 
away."  Only  it  doesn't  put  them 
away  and  forget  about  them.  Said 
Williams:  "I  fike  to  buy  stocks  I 
expect  will  be  attiactive  for  many 
years.  My  ideal  is  the  stock  I  could 
hold  from  now  until  doomsday.  If  I 
sell  it,  it  is  because  I  was  wrong  in 
the  first  place,  not  simply  because 
I   think  the  stock  is   a   couple  of 
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points  too  high."  Consequently,  El- 
fun's  turnover  is  moderate,  about 
25<  last  \ear.  In  its  60-odd-stock 
portfolio,  Williams  sold  out  only  18 
stocks  and  convertible  issues  last 
year  and  added  13  new  ones.  Con- 
trast this  with  some  of  the  per- 
formance" funds  which  turn  over 
their  portfolios  even,'  few  months. 

Once  he's  on  to  a  company,  Wil- 
liams follows  it  closeK .  "Actually," 
he  said,  "I  find  I  get  better  infor- 
mation than  I  did  when  I  was  in 
the  brokerage  business,  because 
I'm  working  full  time  on  just  that: 
getting  information.  When  I  go 
into  a  company  I  remind  them  that 
we  do  no  trading.  That  we  e.xercise 
patience.  We're  the  kind  of  institu- 
tional in\estor  that  most  companies 
want  and  the>'re  generally  glad  to 
see  us.  Williams  said  he  manages 
his  own  portfolio  the  same  way  as 
he  does  the  fund  e.xcept  that  he 
limits  himself  to  five  stocks  at  a 
time — "with  appro.ximately  ecjual 
amounts  of  money  in  each. " 

Williams,  a  New  Jersey  man, 
came  to  New  York  to  become  a  com- 
mercial loan  officer.  He  became 
a  trainee  at  First  National  City 
Bank,  but  gra\itated  to  the  broker- 
age business  when  he  found  he 
was  reading  financial  statements 
with  an  in\estor's  e\e  rather  than 
a  banker's  eye.  He  spent  12  years 
as  a  security  analyst  at  Jesup  & 
Lamont.  an  institutional  Wall 
Street  house. 

In  1966  1.  C.  (Shorty)  Malumna, 
who  had  run  the  Elfun  Trust  for  20 
years,  retired;  Williams  applied  for 
the  job.  "In  The  Street,"  he  said, 
"I  was  doing  administration,  sell- 
ing, everything.  I  wanted  to  con- 
centrate on  managing  money. 
That  s  where  the  real  brains  in 
Wall  Street  are." 

From  where  >ou  sit,  we  asked 
him,  and  from  what  you  know,  how 
does  the   market  look? 

"I'm  cautious  because  of  the 
speculative  excesses  and  the  poten- 
tial slowdowni  in  the  economy." 

But  then  he  started  warming  up. 
"I  look  for  a  tremendous  bust-out 
in  late  1969  or  early  1970.  The 
surtax  ought  to  be  off,  the  Vietnam 
war  over  and  the  international  sit- 
uation fairly  quiet.  All  that  will 
give  people  confidence  and  we 
should  see  a  hell  of  a  consumer 
spending  boom." 

Will  the  DJI  go  over  1,000? 
"Easilv.  Easilv."  ■ 


First  National  State, 

New  Jersey's 
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to  handle  your 
corporate  banking. 

Perhaps  we  could  be  helpful. 
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Could  you 
make  the  grade  at 

Merrill  Lynch? 


;U 


Ask  yourself  these  18  questions.  If 
you  can  truthfully  answer  "yes"  to  15 
of  them,  you  may  have  what  it  takes 
to  become  a  Merrill  Lynch  account 
executive. 

11s  the  stock  market  in  your  blood- 
stream? Do  you  read  the  financial 
pages  of  this  newspaper  the  way 
most  men  devour  the  sports  I  I 
section?  I I 

2  Can  you  stand  up  under  pressure 
that  would  have  most 
nary  mortals  climbing  the  walls? 

3  Can  you  help  other  people  handle 
their  money  as  carefully  and  con- 
scientiously as  you  handle  your  own? 
If  you  cannot  say  yes  to  this  I  I 
question,  you  can  forget  the  rest.  I I 

4  Are  you  discreet?  Our  clients  trust 
us  with  a  lot  of  personal  informa- 
tion. This  is  no  business  for  I  I 
blabbermouths.  I | 

5  Do  you  do  your  homework?  To 
keep  on  top  of  the  market,  you've 
got  to  keep  on  top  of  your  reading. 
Our  own  Research  Department  pub- 
lishes about  60,000  words  every  I  I 
working  day.  | | 

6  Do  you  have  a  well-stocked  vo- 
cabulary? Fuzzy  talkers 
make  wretched  brokers. 


n 


7  Do  you  follow  up?  "Loose  ends" 
in  any  business  can  drive  you 
crazy.  In  our  business,  they  can  I  I 
paralyze  you.  I | 

8  Do  you  have  the  guts  to  say,  "I 
don't  know,  I'll  just  have  to  call 
you  back  when  I've  got  the  facts"?  We 


don't  deal  in  calculated  guesses. 
And  we  don't  tolerate  hip-shoot-  I      j 


ers. 


Q  Do  you  go  out  of  youf  way  to 


help  people? 


D 


■f  O^ould  you  survive  a  tough  seven- 
I  wmonth  training  program?  One 
part  of  it:  12  rigorous  weeks  in  New 
York  City,  where  you'll  study  and  be 
tested  on  everything  from  corporation 
finance  to  the  Federal  Reserve  I  1 
System.  I I 

M  ^  Are  you  willing  to  make  less  while 
I  'you're  training  to  be  a  Merrill 
Lynch  Account  Executive  than  you 
are  probably  making  right  1  I 
now?  I I 

i4  Q  Do  you  have  a  compelling  inter- 
I  dL  est  in  world  events?  The  stock 
market  reacts  to  the  force  of  the  news, 
and  you  must  know  what's  hap-  I  I 
pening.  I I 

-|  Q  Do  you  know  how  to  get  to  the 
I O  point?  Our  account  executives 
spend  about  90%  of  their  time  on  the 
phone— and  there's  no  room  for 
windbagging. 

4  ^  Do  you  have  good  energy  re- 
IHr  serves?  As  a  Merrill  Lynch  Ac- 
count Executive,  you'll  be  going  full 
blast  all  day.  When  that  board  starts  to 
move,  your  phone  will  start  to  ring. 
There's  no  time  for  back-slap-  I  I 
ping  at  the  water  cooler.  | | 

■4  C  Do  you  have  a  proven  record  of 
I  w  success  in  a  variety  of  activities? 
Quite  frankly,  we  look  for  people  r~~| 
who  have  a  habit  of  winning.         | | 

■f /^Do  you  have  a  good,  strong 
I V  backbone?  Our  firm  has  a  su- 


D 


perb  reputation,  but  occasionally  the 
slings  and  arrows  of  outrageous  for- 
tune come  our  way.  We  don't  ad-  J  I 
mire  jellyfish.  I I 

■|  ry  Are  you  looking  for  a  job  with  ex- 
I  f  ceptionaladvancementpossibili- 
ties?  160  of  the  174  men  who  run  our 
offices  were  account  executives.  So 
were  224  of  our  officers.  So  was  I  I 
our  president— Donald  T.  Regan.  I I 

i|  Q  Do  you  like  the  idea  of  working 
I O  pretty  much  on  your  own?  You'll 
have  all  the  facilities  of  Merrill  Lynch 
behind  you  — research,  private  news- 
wire,  instant  quote  machine— but, 
when  you  pick  up  that  phone,  I  I 
you  are  Merrill  Lynch.  I I 


If  you're  still  interested  in  becoming  a 
Merrill  Lynch  Account  Executive  after 
this  barrage  of  questions,  here's  what 
we'd  like  you  to  do.  Sit  down  and  write 
us  a  letter,  answering  the  18  questions 
on  this  page  as  briefly  or  as  fully  as 
you  like.  Tell  us  what  you  really  think- 
about  yourself,  about  the  job.  No  soft 
soap,  please. 
Write  to: 

Harold  Oliver,  Vice  President 

Personnel  Department 

Merrill  Lynch,  Pierce,  Fenner& 
Smith,  Inc. 

70  Pine  Street,  New  York,  N.Y.  10005. 

If  you  sound  like  a  good  match  for 
Merrill  Lynch,  you'll  hear  from  us 

promptly. 


S 


MERRILL  LYNCH, 

PIERCE. 

FENNER  &  SMITH  INC 
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The  Economy 


The  Foreign  Invasion 


One  of  the  first  rules  of  money 
is  that  it  has  no  nationality-,  and 
a  corollary  is  that  inone\'  tends  to 
follow  other  mone\'.  No  better  ex- 
ample of  that  can  be  found  these 
da\s  than  in  the  flow  of  foieign 
money  into  the  U.S.  stock  market. 

In  tlie  third  quarter  of  1968 
foreigners  bought  an  average  of 
$130  million  worth  of  U.S.  stocks 
every  month — ten  times  what  they 
had  purchased  in  mid- 1966.  "If 
these  transactions  had  all  been  on 
the  New  York  Stock  Exchange," 
says  Ken  Safian,  partner  in  the  in- 
vestment advisory  firm  of  Smilen 
&  Safian,  "they  would  ha\e  repre- 
sented a  massive  %%  of  the  volume." 

There  are  many  reasons  for  this 
love  affair  between  foreign  in- 
vestors and  the  U.S.  markets.  In 
the  first  place,  the  U.S.  markets 
are  plainly  larger  than  any  others 
in  the  world.  In  fact,  they  dwarf 
those  of  the  rest  of  the  world  put 
together.  A  recent  study  by  Capital 
International,  an  affiliate  of  Los 
Angeles-based  Capital  Research  & 
Management,  estimates  that  the 
market  capitalization  of  the  New 
York  and  American  Stock  Ex- 
change companies  totaled  $729 
billion  as  of  Dec.  .31,  1968,  as  op- 
posed to  only  $243  billion  for  the 
markets  of  Europe,  Japan  and  Aus- 
tralia. 

What  this  means  for  the  average 
European    investor    is    a    greater 


choice  of  securities  and  better 
liquidity.  "If  somebody  in  Germany 
is  optimistic  about  investments," 
says  Leo  Model,  partner  of  the  in- 
ternational brokerage  house  of 
Model,  Roland,  "he  can  choose 
from  only  six  stocks  if  he  wants  to 
invest  $2.50,000  easily.  With  any 
other  German  stocks,  he  can't  get 
in  and  out  easily.  This  is  also  true 
for  France,  Holland  and  Switzer- 
land. In  the  U.S.  there  are  hun- 
dreds of  stocks  to  choose  from." 

More    Demand 

Canada  is  another,  closer  illustra- 
tion of  demand  exceeding  supply. 
A  recent  study  concluded  that  the 
average  annual  demand  for  addi- 
tional equities  in  Canada  will  be 
almost  double  the  supply  provided 
through  net  new  Canadian  issues 
in  the  immediate  years  ahead.  In 
both  the  Canadian  and  European 
cases  the  increasing  demand  is  by 
financial  institutions  which  are  in- 
creasingly organizing  the  savings 
flows  in  their  countries. 

A  favorable  law  in  1966  allowed 
mutual  funds  whose  investors  are 
foreigners  to  avoid  U.S.  tax  on 
capital  gains.  Through  this  loophole 
IiaVe  come  more  and  more  of  these 
funds,  called  "offshore"  funds,  that 
channel  foreign  monies  into  U.S. 
markets.  Since  most  foreigners  do 
not  have  to  keep  their  securities 
over    six    months    to    qualify    for 


lower  capital-gains  tax  treatment, 
U.S.  hedge  fund  managers  can 
buy  and  sell  in  less  than  a  half 
year  and  report  even  better  per- 
foiTnance  for  their  foreign  clients 
than  for  their  U.S.  investors. 

There  are,  of  course,  two  kinds 
of  foreign  money:  speculative  and 
long-term.  The  speculative  money, 
run  by  the  offshore  funds,  flows 
out  at  a  time  when  the  U.S.  mar- 
kets are  down  or  undergoing  pe- 
riods of  uncertainty.  The  other  kind 
of  money,  which  is  represented  by 
conservative  European  banks  and 
long-term  investors,  is  more  stable 
but,  nevertheless,  capable  of  caus- 
ing plenty  of  market  activity  in  the 
U.S.  "I  don't  think  there  is  any 
question,"  says  Ken  Oberman, 
Model,  Roland  vice  president, 
"that  some  of  the  price  weakness 
in  the  major  chemical  companies 
has  been  caused  by  major  liquida- 
tions by  European  investors  who 
had  held  them  for  many  years." 

U.S.  brokers  worry  that  the  cur- 
rent trend  of  the  market  will  dis- 
courage these  international  inves- 
tors and  send  them  home.  Whatever 
the  money  does,  however,  is  sure 
to  have  an  effect  on  the  market 
as  a  whole  because  of  its  sheer 
quantity.  Unencumbered  by  U.S. 
taxes,  like  the  capital-gains  tax, 
which  serve  to  discourage  short- 
term  speculation  by  U.S.  citizens, 
it  also  adds  a  volatility  to  the  mar- 
ket that  will  increasingly  affect 
domestic  U.S.  investors.  ■ 


The  Forbes  Index 


preliminary 


PericKl  ol  Economic  Recession  es  defined 
by  National  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY     128.0 

JUNE    128.7 

JULY    129.9 

AUG 131.1 

SEPT 132.8 

OCT 134.8 

NOV 136.5 

DEC.   (pre.)   136.8 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 
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WHAI    MAKES 


vonJ 

INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT    ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  S180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Batj- 
son  s  65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE    BROCHURE    describing    in    detail 
how  Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's   Reports   Inc., 

Wellesley  Hills,  Mass.  02181,  Dept.  ^'272 

Sencl  free  brochure  on  Babson's 
S180  Investment  Advisory  Service. 


Name. 


Street  4   No 


City. 


.Bute. 


-Zip. 


A 


BABSO>"S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


MARKET  COMMENT 

By  L.  0.  Hooper 


Don't  Hurry  To  Buy 


I  HOPE  no  Forbes  reader  thinks  I  am 
as  smart  as  my  Dec.  1  title,  "A 
Do\Mitum  .\head,"  makes  me  look. 
The  DJI  made  a  high  of  994.65  on 
Dec.  2.  .\s  this  is  written,  that  in- 
dex is  down  around  915.  In  the  Dec. 
1  issue  I  said  that  I  looked  for  a 
better  buxing  opportunity  some  time 
between  the  first  of  Februar\  and 
early  May.  In  the  Jan.  1  issue  (I 
skipped  Dec.  15  because  of  my  travel 
schedule),  I  mentioned  that  the  tone 
in  Januan.  often  established  the  tone 
in  prices  for  immediateK"  subsequent 
months.  The  tone  in  Januar>"  speaks 
for  itself.  In  my  Jan.  1-5  column,  I 
pointed  out  some  of  the  possible  dan- 
ger points  in  the  technical  position 
of  various  segments  of  the  market. 

Back  of  all  this  reasoning,  it  ^^"iIl 
be  recalled,  has  been  my  con\-iction 
that  the  credit  authorities  and  the  new 
.administration  in  Washington  would 
tr>  to  "do  something"  to  tone  down 
the  rate  of  inflation — which  last  >ear 
was  about  4/2?  against  an  average  of 
about  2?  over  most  of  the  pre\ious 
20  >ears — and  that  anxthing  efi^ective 
that  the>  could  do  would  be  un- 
pleasant in  the  stock  market.  Other 
things,  such  as  the  overspeculation  in 
new  issues,  over-the-counter  issues 
and  conglomerates,  and  the  acti\ities 
of  the  so-called  performance  funds, 
in  m\  opinion,  are  only  collateral  in- 
fluences. Since  I  don't  think  an\"thing 
has  happened  yet  to  scare  the  econ- 
omy managers  into  a  reversal  of  their 
(mildly)  deflationan.-  poficies,  I  can't 
see  any  huny  about  putting  new 
money  to  work  in  the  stock  market. 
I  would  recognize,  however,  that  it  is 
unuise  to  become  more  bearish  as 
prices  sink  lower.  I  have  a  strong  con- 
\-iction,  which  I  have  expressed  over 
and  over  again,  that  what  is  happen- 
ing now  is  a  pause  in  the  upward 
trend  in  equit>'  prices,  and  not  the 
end  of  the  party. 

A  low  by  May 

The  Dow-Jones  industrials  are  a 
con%enient  measure  of  the  direction 
of  the  whole  stock  market  and  a 
good  arithmetical  measure  of  fluctua- 
tions in  conservative  investment 
stocks.  But  no  one  should  use  them 
as  an  arithmetical  measure  that  can 


*Nr.    Hooper    is    associated    with    the    New    Yorli 
Stock  Eichangi  firm   of  W.E.   Hutton   t   Co. 


be  effecti\ely  appHed  to  faster  mov- 
ing, vmseasoned  and  speculative 
stocks.  Ha%ing  said  this,  it  may  be 
pointed  out  that  a  10c  decline  from 
the  Dec.  2  intraday  high  of  994.65 
would  earn,  this  index  to  about  895, 
a  12?  decline  to  around  875,  a  15? 
drop  to  about  845  and  a  20?  setback 
to  just  under  800.  The  whole  .\ugust 
to  December  advance  would  be  wiped 
out  at  around  863.  As  this  is  ^\Titten, 
I'm  guessing  a  low  of  somewhere 
around  825  to  840  some  time  betsveen 
now  and  the  first  of  May.  That's  just 
a  guess,  and  subject  to  amendment 
as  we  go  on.  On  a  percentage  basis, 
I  would  expect  declines  in  the  more 
speculative  stocks  to  be  greater  than 
declines  in  the  Dow. 

One  new  market  factor  to  contend 
with  is  the  beha\"ior  of  the  in- 
stitutions, since  for  the  first  time  they 
represent  approximately  50?  of  all 
stock-market  trades  b\'  volume.  I  sus- 
pect that  more  institutional  money 
(not  necessarily  mutual  fund  money) 
is  being  attracted  into  bonds  by  these 
7?  \ields  and  b>"  a  growing  con\ic- 
tion  that  the  same  economic  influences 
that  are  hurting  stocks  will  help  the 
bond  market,  near  term.  I  do  beheve, 
howe\  er,  that  as  the  DJI  gets  down 
around  82-5-850  there  will  be  more 
institutional  interest  in  equities  than 
there  was  in  January.  Fundamentally, 
you  know,  good  institutional  quaht\' 
equities  at  12  to  16  times  earnings 
are  not  excessiveh'  priced  from  a 
long-term  point  of  \iew. 

Some  of  the  more  speculative 
stocks  wiU  begin  to  look  much 
better  if  the>-  are  40?  or  50?  below 
their  recent  highs.  At  some  point, 
too,  this  attempt  to  slow  down  in- 
flation will  look  "more  constructive" 
than  it  does  right  now  when  it  is  so 
destructi\e  in  the  stock  market. 

The  \  ear-end  theme  songs  of  the 
economists  (as  distinguished  from 
securit>-  analysts)  have  been  quite 
harmoniously  bullish.  Fm  looking  for 
many  "re\ised  estimates"  before  the 
end  of  the  first  half.  There  has  been 
a  tendenc>"  to  underestimate  the  effect 
of  higher  taxes  on  bu>ing  habits  of 
the  pubhc  and  the  effect  of  a  budget 
surplus  (for  the  first  half  of  the  cal- 
endar year)  replacing  a  big  budget 
deficit.  The  decline  in  the  stock  mar- 
ket and  the  rise  in  interest  costs,  too. 
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cire  factors  that  make  people  feel  less 
like  spending  money.  The  unexpected 
strength  in  consumer  buying  suiprised 
economists  in  the  last  half  of  1968, 
and  the  decline  in  consumer  buying 
activity  (as  well  as  perhaps  an  in- 
crease in  savings)  may  surprise  them 
in  the  first  half  of  1969.  In  other 
words,  the  deflationary  pohcies  aimed 
at  reducing  the  rate  of  inflation  from 
45s'?  to  1%  (the  "part\  line")  may  be 
more  effective  sooner  than  expected. 

Too  late  To  Sell 

So,  to  sum  up,  I  don't  think  there 
is  any  huny  about  buying  more  stocks. 
But  it  seems  to  me  that  it  is  too  late 
to  do  much  selling,  except  in  the  over- 
exploited,  thin-market,  highly  specula- 
tive issues.  On  real  weakness,  real 
investors  might  do  a  little  "probe 
buying"  in  better  qualit\  equities  and 
in  special  situations — but  keep  some 
powder  dry.  The  probability  of  a 
\iolent  rebound  soon  is  not  very  great. 
Nor  is  the  likelihood  of  a  real  bear 
market,  knocking  40%  or  more  off  the 
Dow.  Nor  is  there  an\  probability  of 
uncontrolled  deflation. 

The  oil  industry  does  not  expect  as 
good  a  year  in  1969  as  in  1968,  which 
many  oil  people  think  was  an  un- 
usually favorable  period.  It  is  believed 
that  c-onsumptioii  won't  increase  quite 
as  rapidly  and  that  the  upward  earn- 
ings trend  will  not  be  as  emphatic. 
There  is  some  fear,  too,  that  any 
tax  revision  may  put  the  depletion 
allowance  on  the  defensive.  .  .  .  Most 
analysts  are  impressed  at  the  low 
P/E  ratios  at  which  the  better  quality 
tire  and  ruhhcr  shares  are  selling — 
some  at  12  or  1-3  times  earnings,  with 
profits  expected  to  rise  in   1969.  .  .  . 

International  Nickel  (38)  is  ex- 
pected to  benefit  from  the  recent  rise 
in  the  price  of  the  metal,  as  well  as 
from  a  lower  tax  rate  in  1969.  This 
company  has  a  c}uasi-monopoly  in  a 
metal  with  rapidly  expanding  uses 
in  technology.  The  stock  is  not  cheap, 
but  it  never  is  cheap.  .  .  .  There  have 
been  some  reservations  Lately  about 
McDonnell  Doufilas  (46),  partly  be- 
cause of  the  apparent  phasing  out  of 
some  of  the  very  profitable  fighter 
planes  and  current  contract  competi- 
tion; all  this,  in  my  opinion,  does  not 
alter  the  outlook  for  a  sharp  increase 
in  per  share  earnings  in  1969  due  to 
higher  dehveries  of  transport  planes 
and  lower  research  expenses.  Some 
expect  the  improvement  to  continue 
over  into  1970.  I  like  the  stock.  .  .  . 
Gold  shares,  in  my  opinion,  are 
high  enough  (except  South  African 
issues)  even  if  the  price  of  gold  is 
increased;  but  they  usually  are  good 
trading  issues  when  the  rest  of  the 
market  is  weak.  They  are  specula- 
tions,   not    investments.  ■ 


Reynolds  is 

a  booklet  called— 

"Basic  Strategy  for 

the  Aggressive  Investor 


That's  the  title 
of  something  we 
think  is  must 
reading  for  any- 
body who  thinks 
of  himself  as  a 
thoroughly  sea- 
soned investor. 

Because  this  is 
the  booklet  we 
asked  Leslie  Pol- 
lack, our  Partner 
in  charge  of  Re- 
search, to  prepare  specif- 
ically for  the  benefit  of 
Reynolds'  customers  who 
fall  in  that  category. 

Here,  in  just  12  fast- 
reading,  fact-packed 
pages,  Pollack  takes  you 
step  by  step  through  ten 
of  what  he  thinks  are  the 
most  important  rules  and 


Basic 
Strategy 

Aggressive 
Investor 

by  LnMi  M.  Potlacli 


techniques  you  can 
follow  in  the  active 
pursuit  of  capital 
gains. 

We  don't  claim 
that  they're  fool- 
proof, of  course. 

In  fact  they're 
only  presented  for 
our  more  sophisti- 
cated customers  — 
people  who  want 
the  rewards  — and 
can  afford  the  risks  — of 
market  speculation. 

If  you  feel  that  you  fall 
in  that  category  yourself, 
get  a  copy  of  "Basic 
Strategy  for  the  Aggres- 
sive Investor." 

You  can  call,  come  in, 
or  simply  fill  out  the  cou- 
pon below. 


Please  send  me  a  free  copy  of 

"Basic  Strategy  for  the  Aggressive  Investor." 

FO 

Name 

Address 

City                                                  State 

Zip 

Telephone 


Reyholds  &  Co. 
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AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY.  NEW  YORK.  N.Y.   10005 
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How  to  have 

your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  Will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  D-92. 

Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management    •    Incorporated  l9}6 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Tightening  Of  The  Screw 


The  new  year  began  as  inauspicious- 
ly  as  the  old  one  had  ended.  Con- 
trary to  expectations,  which  were 
based  on  precedent  and  statistical 
probabilities,  the  usual  seasonal  stock- 
market  advance  simply  did  not  ma- 
terialize. What  happened? 

It  seems  that  some  time  after  the 
election  the  Federal  Reserve  con- 
cluded that  it  was  high  time,  indeed 
very  high  time,  to  use  the  credit  screw 
in  a  belated  effort  to  slow  down  in- 
flation. It  had  become  obvious  that 
the  tax  hike  had  failed  in  its  objective. 
Credit  policy  undoubtedly  is  the  most 
effective  means  to  accelerate  or  to 
slow  down  business  activity,  but  it 
is  a  dangerously  sensitive  instrument. 
Unless  used  skillfully,  the  cure  may 
be  more  painful,  if  not  more  harmful, 
than  the  disease. 

Presumably  the  Fed  did  not  begin 
to  tighten  the  credit  screw  without 
the  knowledge  and  tacit  approval  of 
President-elect  Nixon.  After  all,  it  is 
the  new  President  who  is  saddled 
with  the  problems  of  high  interest 
rates,  a  slumping  stock  market  and  a 
possible  let-down  in  the  economy. 

The  stock  market  generally  does 
not  fear  high  interest  rates  per  se.  It 
is  the  availability  of  credit  that  is 
important,  and  the  memory  of  the 
1966  credit  crunch  is  still  vivid.  Add 
to  this  the  growing  apprehension  that 
business  may  be  less  booming  than 
had  been  predicted  only  a  short  while 
ago,  and  we  have  the  answer  to  the 
question  why  we  had  a  weak  stock 
market  instead  of  a  year-end  rally. 

Prices  of  many  sound  investment 
stocks  are  remarkably  uninflated.  I  see 
no  reason  to  run  away  from  them 
merely  because  they  may  go  down 
somewhat  further  in  a  general  market 
decline.  But  I  would  be  wary  of  stocks 
that  still  sell  at  a  very  high  multiple 
of  prospective  earnings,  particularly  if 
they  lack  both  inherent  quality  and 
market  seasoning.  Many  of  the  new 
stock  offerings  of  recent  months  fall 
into  this  category.  In  addition,  a  tight 
credit  situation  may  adversely  affect 
those  companies  whose  debt-equity 
ratio  deteriorated  seriously  when  bor- 
rowing, especially  for  acquisitions,  be- 
came their  way  of  life. 

The    presently    prevailing    market 

Mr.  Blel  is  a  partner  in  the  New  York  Stock  Ek- 
change  firm   of   Emanuel,    Deetjen   &   Co. 


climate  is  not  exactly  conducive  to 
strong  buy  recommendations.  Most 
•people  would  rather  buy  in  a  rising 
market  and  pay  a  higher  price  than 
buy  at  a  lower  price  in  a  falling  mar- 
ket. This  attitude  is  understandable, 
but  it  is  not  the  most  profitable  in- 
vestment policy.  While  we  all  know 
that  the  way  to  make  money  in  Wall 
Street  is  to  buy  low  and  to  sell  high, 
greed  makes  us  want  to  buy  cheaper 
and  sell  higher,  and  we  often  miss 
the  best  opportunities. 

I  don't  pretend  to  know  when  and 
at  what  level  the  market  will  bottom 
out.  Mentioning  a  specific  level  would 
be  little  more  than  an  outright  guess. 
However,  I  do  not  foresee  a  major 
bear  market;  in  fact,  I  believe  that  the 
market  may  wind  up  the  year  1969 
with  a  net  gain.  A  further  10%  decline 
in  the  Dow-Jones  averages  from  their 
mid-January  levels  would  bring  many 
good  stocks  into  an  attractive  buying 
range,  at  least  on  a  longer-range  basis. 

Possible  Purchases 

Here  are  some  of  the  stocks  to 
keep  an  eye  on  for  eventual  purchase 
at  an  opportune  time  and  price.  Most 
of  them  have  been  mentioned  in  this 
column  during  the  past  year. 

In  the  building  material  and  related 
fields  I  retain  my  high  regard  for 
Georgia-Pacific  and  Boise  Cascade, 
but  would  like  to  see  the  price/earn- 
ings ratio  come  down  to  about  20. 
Both  are  still  quite  rich  right  now. 

Transamerica  has  already  come 
down  quite  a  bit  from  its  lofty  high 
of  87/4.  I  could  be  tempted  if  it  de- 
clined somewhat  more,  say  the  low 
60s,  when  it  would  be  priced  close 
to  20  times  last  year's  earnings.  My 
interest  in  Southern  Pacific  has  been 
stimulated  further  by  the  announce- 
ment that  Crane  Co.  had  acquired  1 
million  shares.  Already  selling  at  only 
ten  times  earnings,  there  should  not 
be  much  risk  in  this  stock. 

A  prime  rate  of  7%  should  prove 
highly  profitable  for  the  banks,  par- 
ticularly those  outside  New  York  City, 
that  do  not  feel  the  credit  pinch.  Con- 
sider Riggs  National  Bank,  Washing- 
ton's largest  bank,  now  selling  at 
barely  11  times  last  year's  record 
earnings  of  $6.81  a  share.  The  same 
goes  for  National  Bank  of  Detroit  and 
many  others.  ■ 
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You  may  not  be  aware  of 
how  much  vital  information 
you  can  find  in  a  one«page 
research  report... 

unless  you  are  a 
subscriber  to  The  Value  Line  Investment  Survey. 


Investors  who  use  Value  Line  do 
know.  They  receive  every  week  a  full- 
page  research  report  on  each  of  about 
100  or  more  widely-held  common 
stocks.  In  a  3-month  cycle  they  receive 
reports  on  1400  stocks.  The  same 
stocks  are  then  reviewed  again  in  the 
next  13-week  cycle. 

Nowhere  else,  we  believe,  can 
you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report. 

Besides  recent  price,  estimated 
yield,  current  price/earnings  ratio  and 
capital  structure,  every  report  includes 
the  following  data  for  each  of  an  indus- 
trial company's  last  15  years  (if  avail- 
able) : 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  8k  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  Earnings  per  share 

•  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 

Some  industries  such  as  bank, 
savings  and  loan,  and  insurance  have 
a  different  set  of  vital  statistics,  but 
their  series  also  total  19  different  col- 
umns—just as  the  list  here— for  the 
company's  last  15  years.  Each  report 
also  includes  a  chart  of  the  stock's 
monthly  price  range  since  1952.  In 
addition,  each  report  is  highlighted  by 
a  concise  500-word  analysis  of  the 
company's  business  and  the  latest  de- 


velopments. Each  report  also  contains 
the  quarterly  breakdown— for  the  pre- 
vious 5  years  and  the  current  year— of 
sales,  earnings  per  share  and  dividends 
paid.  At  the  bottom  of  each  report  is 
a  profile  of  what  the  company  does, 
what  it  owns,  how  many  stockholders 
and  employees  it  has,  the  President's 
name  and  the  home  office  address. 

A  unique  feature  of  The  Value 
Line  Investment  Survey  is  the  sys- 
tematic and  objective  way  in  which 
Value  Line  rates  weekly  each  of  1400 
common  stocks,  relative  to  the  others, 
into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
five  years) 

Each  stock  is  rated  from  I  (High- 
est) to  V  (Lowest)  for  12-month  per- 
formance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A-f-  to  C— 


for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks  traded 
on  the  New  York  Stock  Exchange  plus 
about  300  on  the  American  Exchange 
and  the  Over-the-Counter  markets. 

The  up-to-date  ratings  are  pub- 
lished every  seven  days  in  the  24-page 
Weekly  Summary  of  Advices  &  Index. 
Each  week  the  Ratings  &  Reports  sec- 
tion provides  the  full-page  research 
reports  on  about  100  or  more  stocks  in 
several  industries,  so  that  a  full  13- 
week  cycle  covers  all  1400  companies. 
Supplementary  reports  are  issued  be- 
tween quarterly  reports  if  evidence 
requires. 

In  order  to  see  for  yourself  how 
time-saving  and  informative  this  or- 
ganization of  facts  and  their  evaluation 
can  be,  try  Value  Line.  To  do  so,  fill  in 
and  return  the  coupon  below.  If,  for 
any  reason,  Value  Line  should  fail  to 
meet  your  expectations,  return  the 
material  within  30  days  and  your 
money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks 
for  $5. 

In  addition  to  the  Ratings  &  Re- 
ports and  Summary-Index  sections, 
you  will  get  each  week  the  8-page  Se- 
lection &  Opinion  editorial  section  .  .  . 
plus  the  monthly  Special  Report  on 
"insider"  transactions  and  the  quar- 
terly Special  Report  on  mutual  fund 
transactions  issued  during  the  term 
of  your  subscription. 

BONUS  •  With  the  annual  or 

three-month  subscription,  Value  Line 

will  ship  to  you  immediately  the  2-vol- 

ume  Investors  Reference  Library, 

which  will  give  you  the  latest  full-page 

reports  on  all   1400  stocks  published 

prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have 
already  had  such  a  4-week  subscription  with- 
in the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


I      I  3-MONTH  TRIAL-$  44 


(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 

Address  

City 


AA1627 


.State. 


Zip 


(Subscr/pt/on  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 


^^^Z"  The  Value  Line  Investment  Survey 
\^      Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street 


New  York,  N.Y.  10017 

(No  amgnment  ol  ihii  agreement  will  be  made  without  subscriber's  consent.) 
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•  immediate  withdrawal... 
Demand  deposits 

•  Over  $17,000,000  in  Assets 

•  Valuable  Gifts  for  new  accounts 
in  excess  of  $1000 

•  Passbook  Savings 

•  Depositors  in  over  100  Countries 

•  U.S.  Dollar  accounts  earn,  and  are 
kept  in  U.S.  Dollars. 

Send  for  Prospectus 

International  Bank  &  Trust,  Ltd. 
Nassau,  Bahamas 

I  ■■  ■■  ■■  15^  AIR  MAIL  ^m  ^m  ■■  I 
International  Bank  &  Trust,  Ltd.  FB 

International  Bank  &  Trust  Building 
P.O.  Box  69  •  Nassau,  Bahamas 

Please  send  Prospectus  to: 

Name - 
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on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  ond  around  the  world  have  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder .  , . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  con  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
dote  ho5  proved  particularly  helpful  in  achieving 
conservative  copital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  0  professionally-monoged  common  stock 
portfolio. 

V/ith  our  compliments:  "Declare  Your  Own  Divi- 
dends"—a  32-page  foct-filled  booklet  describing 
how  the  Decision  Management  Plan  con  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.    MF.20I 

Investment  Management  OivtsioO 
Bobion  Pork,  Man.  02157 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


End  Of  An  Obstacle? 


The  Interest  Equalization  Tax  was 
introduced  in  1963  as  one  of  the 
measures  taken  by  President  Kennedy 
to  try  and  correct  our  chronic  adverse 
balance  of  payments.  In  those  days 
the  prevailing  rate  of  interest  in  the 
New  York  market  was  substantially 
lower  than  that  available  in  any  in- 
ternational financial  capital,  and  as 
a  result  a  great  many  foreign  bond 
issues  were  made  in  this  market.  Thus 
the  exporting  of  capital  was  dis- 
couraged by  making  the  borrowing  of 
money  more  costly  for  non-residents. 

At  the  same  time  portfolio  invest- 
ments by  Americans  abroad  were  dis- 
couraged, though  this  was  of  little 
practical  consequence  as,  on  balance, 
American  investors  had  been  sellers 
of  foreign  common  stocks  since  1962. 
Only  a  few  special  situations,  such 
as  gold  shares  and  some  other  glamour 
stocks,  were  imported  into  this  market. 

The  situation  has  changed  since 
then.  New  York  no  longer  has  sub- 
stantially lower  interest  rates  com- 
pared with  other  capitals.  In  fact, 
according  to  the  figures  compiled  by 
one  of  our  leading  banks,  at  the  end 
of  1967  American  corporations  with 
issues  in  Eurodollars  in  Europe  ob- 
tained money  at  a  slightly  more  favor- 
able rate  than  would  have  been  avail- 
able in  New  York. 

Speculative  Potentials 

Also  our  balance-of-payments  fig- 
ures have  been  considerably  bolstered 
during  the  last  12  months  by  portfolio 
investments  made  by  Europeans  on 
the  New  York  market.  Consequently, 
it  is  not  surprising  that  President- 
elect Nixon  is  rumored  to  be  planning 
to  allow  the  Interest  Equalization  Tax 
to  die  a  well-deserved  natural  death 
when  it  is  due  to  expire  in  July  of 
this  year.  Not  only  is  there  no  longer 
a  differential  in  the  interest  rates,  but, 
in  view  of  the  large  influx  of  foreign 
money  to  Wall  Street,  we  can  hardly 
afford  to  be  accused  by  any  foreign 
administration  of  discriminatory  ac- 
tion or  to  risk  possible  retaliatory 
measures.  In  the  event  the  Interest 
Equalization  Tax  does  expire,  I  would 
expect  American  investors  to  begin, 
in  a  small  way,  to  take  an  interest  in 
certain  foreign  situations  where  .spec- 
ulative potentials  are  very  large. 

Australian   natural   resource   stocks 


seem  to  be  an  ideal  candidate  for  this 
type  of  buying.  The  potentials  here 
.are  great.  While  large-scale  buying 
in  London  started  over  a  year  ago, 
American  participation  has  been  very 
small  and  selective,  owing  to  the  fact 
that  any  new  investments  attracted 
the  18^%  tax. 

Since  the  low  prices  of  1967,  the 
three  giant  Dutch  international  issues 
have  made  a  very  smart  recovery.  I 
don't  think  it  is  necessary  to  discuss 
Royal  Dutch,  as  it  has  been  fairly 
well  covered  in  the  general  press. 
Philips  has  gone  up  from  a  price  of 
about  20  to  around  44.  In  1967  Phihps 
was  affected  by  two  adverse  develop- 
ments. One  was  the  fact  that,  owing 
to  the  inflationary  tendency  that  ex- 
isted on  a  large  scale  at  that  time  in 
Western  Europe,  increased  sales  were 
not  reflected  in  increased  profits.  The 
other  factor,  of  a  more  technical  na- 
ture, was  that  indiscriminate  Ameri- 
can selling  of  foreign  stocks — referred 
to  in  this  column  as  "dumping" — 
drove  down  prices  to  depressed  levels. 
Since  then,  there  has  been  not  only 
an  increase  in  Philips  sales,  but  an 
increase  in  profit  margins.  In  rough 
figures,  for  the  first  nine  months  of 
1968  profits  increased  by  somewhat 
over  25/fc  on  a  10%  increase  in  sales. 

The  Dutch  international  issue  that 
has  participated  least  in  the  general  re- 
covery has  been  Unilever  N.V.,  whose 
shares  are  currently  selling  at  34/2. 
This  giant  vegetable  oil  combine  op- 
erates in  about  50  countries  through 
subsidiaries,  and  while  its  main 
business  still  remains  veget£.ble  oil 
products,  i.e.,  soap  and  margarine,  it 
has  very  large  interests  in  processes 
that  package  food  and  in  such  diverse 
products  as  commercial  trucks,  ice 
cream  and  breweries,  to  mention  a 
few.  For  the  first  nine  months  of  1968 
earnings  were  slightly  higher  than 
for  1967,  and  it  is  expected  that  earn- 
ings per  share  for  the  year  will  be 
about  the  same  or  possibly  a  little 
lower  than  the  $3.46  earned  in  1967. 
The  stock,  at  this  level,  selling  at  ten 
times  earnings,  has  ample  potential 
for  further  recovery. 

In  comparison,  Unilever  Ltd.,  the 
English  sister  company,  is  selling  at 
32,  and  with  earnings  of  about  $2.07 
a  share  for  1967,  is  still  too  high.  This 
is    due    to    London's   enthusiasm    for 
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an\  domestic  stocks  (which  can  be 
purchased  in  sterhng)  of  an  interna- 
tional combine  such  as  Unilever, 
where  the  profits  are  derived  from 
worldwide  sales  mainly  in  commodi- 
ties with  an  international  market.  For 
.\merican  investors,  it  is  still  a  very 
attracti\e  proposition  to  switch  from 
the  shares  of  Unileser  Ltd.  into  the 
Dutch  company,  Unilever  X.V. 

The  shares  of  West  Driefonteht,  the 
rich  South  African  gold  mine,  were 
selling  at  around  23}i  last  fall.  Since 
then  the  price  dropped  to  around 
11,  though  it  has  since  recovered  to 
a  current  level  of  about  21?2.  The  wild 
fluctuations  were  due  to  the  flooding 
of  the  mine.  At  one  point  it  looked 
as  though  the  mine  might  have  to  be 
abandoned  and  reclamation  opera- 
tions of  two  \ears  or  more  would  be 
needed.  As  it  turned  out,  the  water 
flow  has  been  stopped,  and  the  mine 
has  apparentK'  been  saved.  Conse- 
quentU,  the  stock  has  recovered  to 
21, '2.  Perhaps  this  can  be  viewed  as 
a  tinieh  reminder  that  the  price  of 
mining  shares  in  general  can  be  af- 
fected, and  large-scale  fluctuations 
caused,  b>  factors  other  than  the 
price  of  the  metal. 

Prices   Up 

The  German  market  has  been  act- 
ing remarkably  well  in  view  of  the 
still-e.xisting  possibility,  not  to  say 
probability,  of  a  revaluation  of  the 
mark.  Bank  and  chemical  shares  have 
been  exceptionally  well  supported.  All 
these  shares  are  at  a  substantially 
higher  level  than  when  last  recom- 
mended and  reviewed  in  this  column 
a  little  less  than  two  years  ago,  at  the 
time  of  the  "corrective"  action  in  the 
German  economy. 

It  is  interesting  to  note  that  Com- 
merzbank  has  recently  joined  Bon- 
trade,  an  international  syndicate 
formed  in  1967  by  some  of  the  most 
influential  in\estment  bankers  in  New 
York,  and  by  large  banking  institu- 
tions in  Belgium,  Holland,  Switzer- 
land and  France.  This  syndicate  was 
formed  to  maintain  a  market  in  the 
Eurodollar  bonds,  with  trading  taking 
place  in  Brussels,  and,  on  the  closing 
of  the  European  markets,  in  New 
York.  This  is  an  important  step  in 
enlarging  the  marketability  of  Euro- 
dollar issues.  This  type  of  bond  has 
been  a  very  important  means  of  ob- 
taining capital  by  American  compa- 
nies for  ON  erseas  operations,  especially 
during  the  last  two  years.  It  is  also 
important,  from  the  German  point  of 
view,  as  a  modest  step  toward  that 
countr\''s  greater  participation  in  in- 
ternational banking  and  in  making 
available  some  of  Germany's  huge  ex- 
port surplus  to  the  capital-starved  na- 
tions of  the  world.  ■ 


INSIDE'  INFORMATION 
FOR  THE  OUTSIDER? 


IN  A  RECENT  WEEK,  THE 
ACTIONMASTER'-  REPORT  PINPOINTED 
THESE  STOCKS,  AMONG  ALL  NYSE 
STOCKS  TRADED,  AS  LEADERS  IN 
REUTIVE  PRICE  INCREASES: 


MINNESOTA  ENTER 

MICHSEAMLES 

NATOMAS 

ATLAS  CORP. 

GLEN  ALO 

OENNYS  REST 

BAYUKCIG 

GIANT  PORT 

EL  PASO  NATU 

PENNSALT 

SCREW  &  BOLT 

CHECKER  MOTO 

OAK  ELECTRO 

GLOBE  UN 

LEHIGH  VAILE 

SCHICK  INC. 

A  J  IND 

MCKEE 

GEN  CIGAR 

HARSCO 

AMERADA 

CON  BREW 

STORER  BDCST 

OVER  TRAN 

REYNOLDS  TOB. 

Were  you  aware  of  the  unusual  price 
movement  of  these  NYSE  stocks? 

Did  you  know  which  stocks  led  all 
the  others  in  the  American  Stock 
Exchange  for  the  same  period? 

ACTIONMASTER  subscribers  did  — 
within  a  few  days  after  these  sig- 
nificant changes  were  recorded! 

They  also  knew  which  stocks  were 
leaders  in  relative  volume  in* 
creases,  and  which  stocks  were 
registering  the  sharpest  decUne  in 
relative  price  and  volume.  They 
could  also  check  at  once  the  reiative 
standing  of  stocks  of  particular  in- 
terest for  the  past  4.  12  and  26 
weeks  just  by  looking  at  the  com- 
plete alphabetical  ACTIONMASTER 
table! 

HOW  SOME  INVESTORS  ARE 
USING  ACTIONMASTER  DATA 
IN  DAY-TODAY  DECISIONS 

To  many  subscribers  —  including  a 
number  of  investment  "profession- 
als"—ACTIONMASTER  is  a  unique 
"early  warning  system"...  a  com- 
puterized method  for  detecting  the 
point  at  which  a  stock  breaks  out 
of  its  normal  price  or  volume  pat- 
tern and  starts  its  own  trend  —  up 
or  down. 

There  are.  of  course,  a  large  num- 
ber of  reasons  why  a  stock  may 
show  unusual  activity.  Sometimes 
the  reasons  are  widely  reported. 
Sometimes  the  reasons  are  known 
only  to  a  small  number  of  informed 
"Insiders."  Sometimes  there  are  no 
valid  reasons  at  all.  But  to  the  in- 
vestor who  appreciates  the  Impor- 


tance of  timing  to  his  decisions, 
current  market  activity  is  always  of 
interest. 

HERE'S  HOW  THE  WEEKLY 
ACTIONMASTER  REPORT  DETECTS 
THIS  SIGNIFICANT  ACTIVITY: 

At  the  close  of  the  market  every 
Thursday,  ActionMaster  retrieves 
the  information  stored  in  its  own 
huge  computer  complex:  the  record 
of  every  buy/ sell  transaction  for 
every  NYSE  and  ASE  stock  traded. 
It  then  processes  this  data  accord- 
ing to  its  own  exclusive  program  to 
produce  24  clear,  concise  tables. 
The  top  25  ranked  stocks  in  price 
change.  The  top  25  in  volume.  Com- 
parative rankings  for  the  past  4 
weeks.  Moving  averages  for  the  past 
4.  12  and  26  weeks.  And  the  same 


information  for  the  bottom  25 
stocks.  An  up-to-the-minute  report 
on  how  the  market  itself  regards 
those  few  stocks,  among  the  thou- 
sands traded  each  day.  that  have 
started  a  trend  of  their  own! 
There  has  never  been  anything  quite 
like  ActionMaster  before.  You'll 
probably  never  want  to  be  without 
it  again  when  you've  examined  your 
first  copy. 

SPECIAL  TRIAL  OFFER-ONLY  $5 

If  you  have  not  yet  seen  the  unique 
ActionMaster.  you  may  take  advant- 
age of  our  soecial  low-cost  trial  (2 
issues  for  $5). 

Or  start  continuous  service  now  at 
special  charter  rates  which  will  be 
in  effect  for  a  limited  time  only. 


Either  way,  mail  the  coupon  today  and  save! 


ACDOnMSStBT  345  Hudson  street.  New  York,  N.  Y.  10014 
a  publication  of  PACTS  Financial  Associates  Computer  Technical  Services,  inc. 
Please  enter  my  subscription  for: 

D  Special  2-lssue  introductory  offer.  My  check  for  $5  Is 

enclosed. 
□   One   year   Charter   Subscription   for   which    I    have   enclosed. 

check  for  $180  (a  saving  of  $70  from  regular  rate  of  $250). 
n   Six  months  Ctiarter  Subscriotion   for  which   I   have  enclosed 

check  for  $95  (a  saving  of  $35  from  the  regular  rate  of  $130). 

NAME 


STATE 


This  offer  rs  void  in  those   states   where  our  registration  as  an  investment 

I  adviser  is  not  yet  effective.  This  agreement  shall  not  be  assigned  by  Facts 

without  the  consent  of  the  subscriber.  g  ^^ 


This  adz'crtiscutcnt  is  neither  an  oQer  to  sell  nor  a  solirilalion  of  an  offer  to  hny  any  of  these  securities. 
The  offering  is  made  only  hy  the  Prospectus. 

January  10,  1969 

437,500  Shares 

HUGHES  S  HATCHER,  INC. 

Common  Stock 

((I  Par  Value) 

Price  $24  per  Share 


Copies  o]  the  Prospectus  may  be  ublained  m  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  several 
underwriters  as  may  la^cjuUy  oQer  these  securities  in  such  Stale. 


Shearson,  hammill  &  Co. 

BLYTH&CO,  INC.         DREXEL  HARRIMAN  RIPLEY         GLORE  FORGAN,  WM.  R.  STAATS  INC. 

hornblower&weeks-Hemphill.noyes  Kidder, PEABODY& Co.  Loeb,Rhoades6Co. 
Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  6  Hutzler 

SMITH,  barney  &  Co.  Stone  &  Webster  Securities  Corporation 

white,  WELD  6  Co.  DEAN  WITTER  6  Co.  PARIBAS  CORPORATION 

BACHE&CO.       BEAR,  STEARNS  6  CO.       A.  G.  BECKER  &  CO.       BURNHAM  AND  COMPANY 
CLARK,  DODGE  6  CO.       DOMINICK  6  DOMINICK,      FRANCIS  I.  DUPONT,  A.  C.  ALLYN.  INC. 

Intorpofotad  ln<orp«ral»d 

EQUITABLE  SECURITIES,  MORTON  &  CO.  GOODBODY  6  CO. 

HALLGARTEN  &  CO.  HAYDEN,  STONE  E.  F.  BUTTON  &  COMPANY  INC. 

Incorporated 

W.  E.  HUTTON  6  CO.  LADENBURG,  THALMANN  &  Co.  REYNOLDS  &  CO. 


SHIELDS  &  COMPANY. 

Ificorperotad 


G.H.  WALKER  &  CO. 

Ir)<«rperal«d 


WALSTON  &  CO.,  INC. 
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Investors  Ask: 

HOW  CAN  I  IMPROVE 

MY  TIMING  IN  THE 

MARKET? 

COM-STAT... 

Computer  Stock  Timing 
and  Analysis  Technique  .  .  . 


was  designed  by  Spear  &  Staff  precisely  to 
help  you  solve  the  burning  question  "When 
fo  buy  .  . .  When  to  sell?" 

A  unique  combination  of  precision  computers 
plus  more  than  43  years  of  investment  serv- 
ice and  manogement  goes  to  work  for  you 
with  COM-STAT— for  the  entire  market,  for 
single  issues. 

In  almost  any  market  there  will  be  issues  that 
ore  advancing:  which  will  emerge  ahead  of 
the  market  trend,  which  will  lag  behind? 

SEND  NOW  FOR  COM-STAT'S  $10  INTRO- 
DUCTORY TRIAL  PACKAGE  ...  and  see  at 
first  hand  how  this  remarkably  effective  serv- 
ice can  help  your  investment  program.  You 
will  receive:  (1)  The  latest  computer  ratings 
on  450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH  the 
fundamental  and  technical  factors  in  each  of 
these  stocks  in  the  current  market.  (3)  Full 
details  on  test  results  made  by  applying 
COM-STAT  Stock  Ratings  to  an  automatic 
buy-sell  plan.  (4)  COM-STAT'S  measurement 
of  today's  stock  market  with  advice  for  the 
period  ahead  .  .  .  including  its  Forecasting 
Lines,  closely  watched  to  help  determine  com- 
ing market  trends.  (5)  The  latest  COM-STAT 
Stock  Comments,  v/ith  growth-channel  projec- 
tions on  carefully  selected  top-rated  issues. 
(6)  Specific  instructions  on  how  to  apply 
COM-STAT  to  growth,  income  or  speculative 
portfolios. 

COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ...  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail  .  .  . 


@COM-STAT 

L^^^       a  division  of 

I      I     I       Spear  &  Staff,  Inc.  CF201 
Babson  Park, 
Massachusetts  02157 

Yes,  here  is  my  SIO  (refunded  in  full  if  I  om 
not  completely  satisfied,  and  fully  credited  if 
I  decide  to  become  a  member).  Send  me 
your  56  page  Introductory  Trial  Package  con- 
taining COM-STAT's  latest  findings  and  ad- 
vices   on    stocks    in    the    current    market. 

□  Check  here  to  receive  All  of  the  above 
as  a  BONUS  with  a  90-day  Guest  Member- 
ship at  $95  (or  $90  if  payment  is  enclosed). 


NAME.... 
ADDRESS. 


CITY STATE. 


.ZIP. 


(For  new  readers  only— not  assignable  with- 
out   your    consent) 

□  Check  here  if  you  are  an  investor  with 
more  than  $15,000  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment    Management     Program.     No     obligation. 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


A  Confidence  Crisis? 


As  THIS  COLUMN  went  to  press,  an- 
alysts and  commentators  throughout 
Wall  Street  seemed  pretty  well  agreed 
that  the  Federal  Reserve  had  mount- 
ed a  determined  assault  on  infla- 
tionary pressures  and  expectancies  by 
permitting  a  credit  squeeze  to  de- 
velop. With  short-term  interest  rates 
at  record  highs  and  the  Fed  keeping 
commercial  banks  from  paying  com- 
petitive rates  for  large  time  deposits, 
the  banking  system  was  being  threat- 
ened with  a  possible  shrinkage  of 
reserves  that  could  prevent  it  from 
meeting  the  full  demand  for  credit. 

One  prominent  banking  economist 
has  predicted  that  the  banks  will  lose 
some  $3  billion  in  reserves  during  the 
foreseeable  future  as  a  result  of  Fed- 
eral Reserve  policies.  This  amount 
could,  if  available,  support  a  minimum 
of  about  $17.5  billion  in  new  demand 
deposits  or  loan  money,  an  amount 
equal  to  more  than  twice  the  growth 
in  business  loans  at  major  commercial 
banks  during  all  of  1968.  Clearly, 
even  a  much  smaller  contraction  in 
reserves  could  effectively  stunt  or  even 
reverse   the   growth   of   bank   credit. 

If  the  pundits  are  just  about  unan- 
imous now  in  thinking  that  the  Fed 
is  deadly  serious  about  choking  off 
inflation,  they  are  still  very  much  at 
sea  in  gauging  how  long  the  brakes 
are  going  to  be  kept  on  and  how 
painful  the  squeeze  might  become 
before  the  worst  is  over.  The  mone- 
tary and  banking  statistics  might  not 
begin  to  yield  clues  in  this  direction 
until  perhaps  later  this  month  at  the 
earliest;  and  in  any  event,  ihe  Fed 
might  want  to  keep  things  tight  un- 
til there  is  some  convincing  evidence 
of  a  slowdown  in  the  economic  iir- 
dicators  for  the  first  quarter,  which 
will  not  become  available  before  we 
are  well  along  into  the  second  quar- 
ter. Until  then,  the  money  managers 
— and  the  analysts  who  are  trying  to 
anticipate  them — will  probably  be 
keeping  a  sharp  lookout  for  signs  of 
slackening  in  consumer  buying  and  in 
business  plans  for  capital  spending  as 
straws  that  would  point  to  a  reduc- 
tion of  inflationary  pressures  and  an- 
ticipations in  the  economy. 

Thus,  from  the  viewpoint  of  a 
hardnosed,      sophisticated      investor, 

°Mr.  Schuiz  is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 


stock-market  motivations  will  prob- 
ably operate  for  a  while  with  changed 
-signs,  so  to  speak.  Reports  of  business 
expansion  and  rising  consumer  and 
industrial  prices,  instead  of  being 
bullish,  may  now  have  to  be  read  as 
grounds  for  caution  because  they  may 
encourage  the  Fed  to  keep  its  anti- 
inflation  campaign  in  top  gear.  On 
the  other  hand,  indications  that  the 
economy  has  begun  to  flatten  out, 
warnings  of  a  recession,  and  dire  pre- 
dictions of  a  full-fledged  bear  market 
in  stock  prices  undoubtedly  are  just 
what  the  Fed  wants  to  see  before  it 
can  justify  relaxing  the  pressure.  Such 
warnings,  therefore,  may  provide  a 
valid  rationale  for  making  new  com- 
mitments in  common  stocks. 

More  Selling  Ahead 

As  I  write  this,  however,  most  in- 
vestors have  probably  not  yet  made  a 
full  emotional,  intellectual  and  financial 
adjustment  to  this  kind  of  upside- 
down  thinking.  To  be  sure,  few  will 
now  argue  with  the  view  that  the 
Fed  means  deflationary  business.  But 
the  cold,  sobering  shock  of  recog- 
nition of  what  this  might  imply  in 
terms  of  actual  business  statistics 
and,  more  important,  in  terms  of 
downward-revised  sales  and  earnings 
projections  may  still  have  to  be 
absorbed  by  most.  There  is,  besides, 
the  prospect  that  a  declining  rate  of 
government  spending  and  a  federal 
budget  suiplus  will  supplement  or 
add  emphasis  to  the  deflationary  pres- 
sures from  the  Fed.  All  this  points 
to  a  period  of  uncertainty,  possibly 
prolonged,  during  which  even  the  ex- 
perts may  have  no  clear  concept  of 
the  business  and  profit  curves  for 
1969  and  thus  are  likely  to  give  their 
forecasts  a  decidedly  (soon  perhaps 
excessively)    conservative  slant. 

Under  such  circumstances,  and  es- 
pecially because  an  unusually  large 
majority  of  investors  seems  to  have 
been  caught  unprepared  by  the  cred- 
it-squeeze threat  and  by  the  attendant 
drop  in  stock  prices  early  last  month, 
a  good  deal  of  liquidation  probably 
still  remains  to  be  done.  Indeed,  I 
suspect  that,  before  it  is  done,  the  cor- 
rection may  develop  some  of  the  ear- 
marks of  a  confidence  crisis  and  could 
carry  the  Dow  deeper  into  the  800s 
than   one  might  rationally   expect.  ■ 
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Another  famous  moment  in  business. 


On  the  screen.  Laurel  and  Hardy 
lever  owned  the  keys  to  the  executive 
vashroora.  And  when  they  took  a  bath  in 
1  movie,  it  was  more  likely  to  be  a  dip  in 
I  tin  basin  or  a  rainbarrel  than  in  a  gold- 
)lated  bathtub.  But  they  were  early  ex- 
ponents of  today's  sock-it- tome  direct- 
'less  and  candor.  And  when  Stan  socked 
!t  to  OUie,  as  he  did  at  least  once  every 
10  seconds,  the  audience  rocked  in  their 
•eats  and  roared  approval. 

Forbes  has  been  socking  it  to  its  read- 
ers since  long  before  Fat  and  Skinny  went 
into  the  laugh-getting  business.  We've 
)een  calling  it  as  we  see  it,  separating  the 
iros  from  the  also-rans,  the  alert  manage- 
nent  leaders  from  the  laggards  for  many 
'ears.  Our  readers  seem  to  like  us  that 
vay.  Because  our  circulation  keeps  going 
ip.  Another  50,000  in  just  the  past  year. 

But  we  were  never  quite  sure  how 
nany  top  management  people  read  Forbes 
■egularly.  And  thoroughly. 


So  we  called  in  the  research  firm  of 
Erdos  and  Morgan,  and  here's  what  they 
did  for  us: 

They  mailed  out  a  questionnaire  to 
a  .sampling  of  2,000  of  the  11,500  corporate 
officers  in  companies  with  assets  of  $75 
million  and  over  (all  are  on  Forbes  Exec- 
utive Complimentary  List).  These  execu- 
tives were  asked  two  questions: 

Which  of  the  following  magazines  do 
you  read  regularly? 

Which  two  of  these  magazines  do  you 
read  most  thoroughly? 

Here  are  the  results: 


Magazines  read  regularly 

Forbes 

Time 


Business  Week 
Fortune 


U.S.  News  and  World  Report 
Newsweek 


8L8% 
56.7% 
53.9% 
47.5% 
38.0% 
31.0% 


Magazines  read  most  thoroughly 
(total  mentions) 

Forbes  

Time 

Business  Week 

U.S.  News  and  World  Report 

Fortune 

Newsweek 


49.5% 
40.4% 
30.1% 
23.9% 
21.6% 
13.5% 

The  facts  are  plain  and  simple.  Re- 
gardless of  how  these  11,500  corporate 
officers  received  the  above  magazine,  more 
of  them  not  only  read  Forbes  regularly, 
they  read  it  more  thoroughly. 

Laurel  and  Hardy  showed  a  whole 
generation  the  best  way  to  make  a  point: 
leave  out  the  fussy  stuff  and  sock-it  to 
them.  But  today's  top  management  men 
already  know  this.  Because  more  and 
more  of  'em  have  been  reading  Forbes 
both  regularly  and  thoroughly. 

Forbes  readers  don't  just  own  Amer- 
ican business.  They  run  it. 


Forbes:  capitalist  tool 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

t.   1950 

A  MOLOAD FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center.  Dept.  B 
Baltimore,  Md.  21201 

I    Nine 

tf 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

XOO  /o  of  your  money  is 
invested  for  you  in  the 
broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


I 
I 
I 
I. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  I.  CO..  Distributor 
Members  N.Y.  Stocl(  Exchange 
55  Broad  St..   New  York  10004  Oept.  F 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

WAMF 

ADDRESS 


jrip_ 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Lessened  Expectations 


I  HA\E  no  quarrel  vvitli  tliose  wlio 
maintain  that  liigli  interest  rates  are 
a  permanent  fixture.  Current  and 
prospective  credit  demands  are  likely 
to  tax  the  nation's  ability  to  generate 
savings.  But  the  almost  uni\'ersal  be- 
lief in  the  inevitability  of  a  crisis 
level  of  interest  rates  and  or  unavail- 
able credit  is  reminiscent  of  the  ps\- 
chosis  that  enveloped  the  stock  mar- 
ket in  March  1968.  In  other  words, 
to  me,  the  fact  that  the  Federal  Re- 
serve Board  is  now  pursuing  a  polic\' 
of  restraint  does  not  spell  a  credit 
crunch  of  1966  proportions.  To  ni)' 
way  of  thinking,  a  much  impro\ed 
credit  environment  is  likely  b\'  spring. 
For  example,  the  huge  swing  in 
the  Government's  casli  position  means 
that  the  Treasury  will  be  able  to  re- 
duce debt  in  the  first  half  of  this  year 
whereas  it  was  a  heavy  borrower  in 
the  same  period  of  1968.  In  turn,  this 
could  later  bring  short-term  interest 
rates  back  down  to  the  level  where 
banks  can  regain  corporate  deposits 
which  are  part  of  their  loan  base. 
Meanwhile,  although  the  (^)\Vc  ceiling 
on  Certificates  of  Deposit  is  below 
open  market  rates — -and  this  means 
that  a  contraction  in  lending  abilit\ 
has  already  started — it  is  interesting 
to  note  that  money  is  still  available 
whereas  it  all  but  "dried  up '  in  1966. 
My  belief  that  the  I'i  prime  rate 
could  be  the  climax  of  this  phase  is 
fortified  by  tlie  fact  that  the  1966 
crunch  came  after  several  months  of 
a  declining  money  supply  whereas  the 
credit  base  this  time  has  been  ex- 
panding. And  I  doubt  that  the  shifts 
from  savings  institutions  and  bank  de- 
posits into  higher  yielding  open  mar- 
ket securities  will  be  of  1986  propor- 
tions. Corporations  are  using  the 
commercial  paper  market  on  a  larger 
scale  than  ever  belore. 

Reassuring  as  these  obser\ations 
are  intended  to  be,  the>'  don't  dispel 
my  slight  unease  with  respect  to  the 
over-all  business  outlook.  The  rate  of 
expansion  has  slowed.  Consumer-bin  - 
ing  appetites  have  lost  some  of  their 
previous  zest  and  may  feel  the  im- 
pact of  increased  Social  Security  taxes 
and  the  underpa\ment  of  1968  in- 
come taxes.  The  automobile  industry, 
which  was  another  important  con- 
Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Cs. 


tributor  to  last  year's  upturn,  prob- 
ably will  have  an  ofl^  year  in  1969. 
Further,  with  industry's  borrowing 
ability  curtailed,  1  wonder  if  previ- 
ously announced  plans  of  higher  capi- 
tal spending  will  dexelop. 

At  the  year-end,  1  to;)k  issue  with 
the  standard  forecast  of  the  business 
outlook  and  hinted  at  the  possibility 
of  a  cyclical  peak  in  the  first  half  of 
this  year.  Obviously,  a  minirecession 
could  develop.  Corporate  inventories 
are  high  and  it  remains  to  be  seen  if 
the  building  industry  now  will  be  as 
important  an  o\er-all  stimulant  as  had 
previonsK'  appeared  likeK'.  In  other 
words,  the  stock  market's  problems 
could  be  more  in  the  area  of  eco- 
nomics than  credit.  But  the  pendulum 
hasn't  \et  swung  decisively  and  the 
current  evidence  suggests  that  the 
FRB  production  index  will  reach  a 
new  peak  this  winter.  Thus,  we  seem 
to  be  in  a  period  of  lessened  expecta- 
tions rather  than  at  a  point  where  a 
change  in  trend  should  be  discounted. 

Stocks  for  '69 

1  think  it  is  significant  to  note  that 

1968  was  a  year  when  changes  within 
the  market  were  far  more  important 
than  the  7.5%  increase  in  Standard  & 
Poor's  industrial  index.  The  drama 
this  time  was  in  the  companies  bene- 
fiting from  broad  social  and  eco- 
nomic trends  rather  than  those  with 
special  technological  capabilities. 

In  my  opinion,  there  will  be  an 
equally  dramatic  difference  in  rela- 
tive group  performance  in  the  year 
which    lies    ahead.    For    one    tiling, 

1969  is  likely  to  be  a  period  of  un- 
even industry  results.  Second,  much 
of  this  \ear's  promises  were  antic- 
ipated by  last  \ear's  fa\orites.  Third, 
if  1969  is  to  be  a  \ear  of  lessened 
expectations,  the  areas  of  past  spec- 
ulative excesses  could  be  particularly 
\ulnerable.  As  a  general  rule,  it 
seems  to  me  that  the  emphasis  will 
be  on  the  quality  companies,  on  the 
companies  emerging  from  private  re- 
cessions, on  the  stocks  that  offer  the 
best  combination  of  appreciation  po- 
tential and  downside  risk.  My  tenta- 
tive candidates  for  the  1969  hit  pa- 
rade are  in  these  groups:  airlines, 
aerospace,  cJtemicals,  copper,  elec- 
tronics, farm  equipment,  steel  and 
certain  capital  goods  industries.  ■ 
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THE  FUNDS 


More  Trouble 

E\ER  SINCE  the  Securities  &  Exchange 
Commission  called  for  a  new  and 
tougher  Investment  Company  Act  in 
late  1966,  the  S53-billion'  mutual 
fund  industry-  has  been  under  fire. 
The  SEC,  the  Senate  Banking  Com- 
mittee and  various  lawsuits  all  have 
sought  to  change  the  ways  in  which 
the  funds  do  business.  The  latest  at- 
tack could  well  prove  the  most  dam- 
aging of  all:  a  civil  antitrust  suit  that 
could  involve  treble  damages  totaling 
$100  million  or  more. 

The  complaint,  filed  in  a  U.S.  Dis- 
trict Court  in  Camden,  N.J.,  accuses 
some  of  the  industry's  most  eminent 
management  companies  and  mutual 
funds  of  conspiring  to  reduce  com- 
petition and  keep  management  fees 
artificially  high.  The  suit  was  filed  on 
behalf  of  Joseph  B.  Kauffman,  an  At- 
lantic City  attorney  who  owns  shares 
in  four  defendant  funds:  Fidelity 
Trust,  Putnam  Growth,  Dreyfus  and 
Manhattan.  Among  the  other  defen- 
dants are  three  Investors  funds,  four 
United  funds  and  si.x  Keystone  funds. 

Because  it's  a  class  suit,  Kauffman 
claims  to  represent  approximately  2.4 
million  shareholders  of  externally 
managed  funds.  And  because  it's  a 
civil  antitrust  suit,  any  damages 
awarded  would  be  tripled  {vs.  the 
maximum  fine  of  $.50,000  in  a  gov- 
ernment criminal  antitrust  suit). 

No  one  knows  how  much  money 
might  eventually  be  at  stake,  but  one 
Washington  antitrust  lawyer  estimates 
that  treble  damages  could  top  $100 
million.  This  is  $5  million  to  $10  mil- 
lion more  than  the  entire  industry 
paid  out  in  management  fees  last 
year.  "If  this  suit  is  successful,"  says 
the  chairman  of  one  management 
firm,  "it  could  bankrupt  some  of  us." 

A  total  of  140  defendents  are 
named  in  the  suit:  65  mutual  funds, 
38  management  companies,  37  indi- 
viduals who  sit  on  the  boards  of  both 
a  mutual  fund  and  its  management 
company,  and  one  trade  group,  the 
Investment  Company  Institute.  Each 
of  the  funds  has  more  than  $100  mil- 
lion in  assets,  and  each  is  managed 
by  an  outside  company. 

T/ie  Irusi-Busters 

What  is  especially  unsettling  to 
some  mutual  fund  people  is  Kauff- 
man's  choice  of  co-counsel:  Dilworth, 
Paxson,  Kalish,  Kohn  &  Levy,  a  pres- 
tigious Philadelphia  firm  well  regarded 
in  the  field  of  antitrust.  Kauffman's- 
son,  Bruce,  is  a  partner  in  the  firm, 
but  what's  more  important  is  that  the 
Kohn  in  the  firm's  name  is  Harold  E. 


Should  you  move  from 
stocks  fo  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 


(no   broker   tee) 


are  moving  far  in  front  of  other  mutual  funds  ? 


—  AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

-DREXEL  EQUITY 

-LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

-PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

-NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  12  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated 
each  month.  You  receive  concise,  unbiased  information  on  important  actions 
within  these  dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast 
of  the  mutual  fund  market  with  this  profitable  guide  to  investment. 

NOW,..  BOTH  FOR  JUST  $1.00 


AGFR  \h  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abrea.st  of 

important 

changes  in  30 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dept.    F-6-9 

P.O.  Box  667 

Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  12  NO-LOAD  FUNDS  that  are 
equalling  the  30-Funcl  AGFR  average. 

Name 


Address. 
City 


State_ 


.Zip_ 
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65 


ASSETS    OVER    $410   MILLION 


GIVE   YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  Insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 


5 


I  One  of  the  highest  reserve 
ratios  in  the  nation. 

Plus  highest  dividends  com- 
pounded daily  from  date  In 
—  to  date  out. 

% 


per  annum 
current  rate 


V 


Equal  to  5.13%  per 
annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added   /4  /q 
per  year  when  held  36  months 


One  of  America's  Largest 
. . .  and  Strongest 


■■  EST.  1937 

FiDELIIY 

^ec^eA^  SAVINGS 

^-^AND  LOAN  ASSOCIATION 

Box  1631-22  •  Glendale,  Calif.  91209 


V 


Ntoit  send 
dtioilt  em 


n  Soyinji  Aecounit 
D  Check-o-Month  Plod 


INAME- 


.ADDRESS- 


ICITY- 


STATE- 

PLEASE  PRINT 


-ZIP- 


22^ 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  oflFer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of   10.5%  net   and  higher. 

mexletter 

INVESTMENT  COUNSEL- HAM BURGO  165 
MEXICO  6,  D.F.    TEL.  11-4306 


Kohn,  one  of  the  country's  top  anti- 
trust lawyers.  He's  the  man  who  first 
brought  civil  suits  against  General 
Electric,  Westinghouse  and  27  others 
in  the  electrical  equipment  price- 
fixing  scandal  of  1960.  This  cost  the^ 
companies  $29  million  in  damages. 

Kohn  will  try  to  prove  that  Kauff- 
man,  as  well  as  all  other  shareowners 
in  the  65  funds,  lost  money  over  a 
period  of  years  because  the  funds' 
managements  paid  themselves  "grossly 
excessive"  fees  through  price-fixing 
arrangements.  Moreover,  Kohn  con- 
tends that  the  system  of  give-ups — 
whereby  a  stock  broker  gives  up  part 
of  his  commission  to  another  broker 
at  the  direction  of  a  mutual  fund^ 
further  enriched  the  fund's  manage- 
ment by  causing  more  shares  to  be 
sold.  (The  give-ups,  no  longer  per- 
mitted by  the  New  York  Stock  Ex- 
change, usually  went  to  those  brokers 
who  sold  the  most  fund  shares.) 

The  suit  claims,  in  eftect,  that  the 
directors  of  the  mutual  funds  hire 
themselves  as  the  funds'  advisers, 
serving  on  the  boards  of  both  the 
funds  and  the  management  companies. 
Thus,  although  there  is  great  compe- 
tition among  the  funds  to  sell  shares 
to  the  public,  there  is  no  competition 
among  the  management  companies  to 
sell  their  services  to  the  funds.  The 
net  effect,  claims  the  suit,  is  that  price 
competition  is  eliminated,  causing  the 
shareowners  to  pay  higher-than-neces- 
sary  management  fees. 

"Without   Merit" 

The  defendants,  of  course,  all  claim 
the  suit  is  "without  merit."  "It's  a  big 
trial  balloon,"  says  one.  "As  far  as  I 
know,  the  whole  thing  took  the  SEC 
somewhat  by  surprise,  too.  I  person- 
ally don't  find  anything  unsound  in 
the  way  in  which  the  industry  is  run." 
Says  another:  "The  suit  certainly  chal- 
lenges the  structure  of  the  industry 
as  far  as  it  relates  to  externally  man- 
aged funds.  One  issue  is  whether 
management  companies  should  be 
members  of  the  New  York  Stock  Ex- 
change so  they  can  save  the  broker- 
age commission.  If  Kaufhnan  wins  his 
suit,  I  just  don't  know  whether  the 
mutual  fund  industry  can  survive  in 
its  present  form." 

Kauffman's  suit,  like  any  other, 
could  be  settled  out  of  court.  But 
this  is  not  the  typical  lawsuit  brought 
against  investment  companies:  It's  an 
antitrust  suit,  something  the  industry 
hasn't  fought  before.  Thus,  even  an 
out-of-court  settlement  could  involve 
millions  of  dollars  in  damages.  Such 
a  settlement  would  also  have  to  be 
court-approved,  which  would  likely 
entail  agreement  by  the  defendants  to 
some  of  the  key  changes  demanded 
bv  Kohn  and  Kaulfman.  ■ 


HIGH  LEVERAGE 
SPECULATION 

John  H.  Waldock 

Member 
Chicago  Mercantile  Exchange 
dnd  Chicago  Board  of  Trade 

HAS  A  LIMITED  NUMBER  OF  OPENINGS  FOR 
-    PERSONALLY  CONTROLLED  ACCOUNTS. 

These  accounts  (minimum  $5,000)  will 
be  personally  directed  by  John  H. 
Waldock  in  the  trading  of  com- 
modities with  major  emphasis  on 
Pork   products. 

For  further  information,  contact 

J.  H.  WALDOCK 

165  E.  Washington  Row, 
Sandusky,  Ohio  44870     Phone  419/626-1978 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1968 
Gain 


31  Cents  a  Share 

Payable  Feb.  24,  1969 
Record  Date  Jan.  13,  1969 
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^At^  Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogti  Act) 

Mail  Today  For  Free  Prospectus 


I  The  Johnston  Mutual  Fund  Inc. 

j  230  Park  Ave,  N  Y  C   10017    Dept.  C 

I  Phone:(212)679-2700 

!  NAME  


ADDRESS . 
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Trends 

d.  Tangents 

(Continued  from   page  6) 

American  Rockwell  and  Fairchild- 
Hiller  competing  for  the  contract. 
If  the  F-14A  jets  in  the  air  on 
schedule,  Congress  may  direct  the 
Air  Force  to  buy  the  plane  instead 
of  developing  its  own,  in  order  to 
save  money.  By  delaying  funding 
of  the  F-14A,  the  Air  Force  hopes 
to  improve  chances  of  getting  fund- 
ing for  its  own  plane. 


OVERSEAS 


The  Sales  Didn't  Swing 

U.S.  business  keeps  investing 
more  and  more  overseas,  so  from 
time  to  time  there's  bound  to  be 
a  clinker.  Like  Ypsilon  GmbH,  the 
German  subsidiary  of  Parke,  Davis 
&  Co.  Der  Spiegel  magazine,  Ger- 
many's caustic  equivalent  of  Time, 
informed  its  millions  of  readers — 
not  without  derision — that  the  U.S. 
phannaceutical  giant  from  Detroit 
has  given  up  on  Ypsilon.  Parke, 
DaNis  had  paid  S3  million  to  buy 
this  once-blossoming  drug  com- 
pany on  the  assumption  that  it 
c-ould  increase  sales  fivefold.  But, 
even  though  it  pirated  top  sales- 
men from  competitors  and  cut 
prices,  Ypsilon  couldn't  get  a 
bigger  share  of  market.  So  Parke, 
Davis  decided  to  close  the  opera- 
tion. It  also  fired  its  Gennan  man- 
ager, who,  Der  Spiegel  reports, 
thought  it  possible  to  run  Ypsilon, 
located  in  dreary,  dull  Troisdorf, 
from  an  apartment  300  miles  away 
in  swinging  Munich. 

Two-Way  Street 

The  11  regional  U.S.  banks  that 
put  up  S2  million  each  to  form  Al- 
lied Bank  International,  the  better 
to  compete  for  overseas  business 
'  with  the  big  money-market  banks 
like  Chase  Manhattan,  First  Na- 
tional City  and  Bank  of  America, 
liave  discovered  an  unexpected  ad- 
\antage:  their  own  geographical 
scatter.  Potential  foreign  customers 
are  seeking  out  Allied  because  of 
the  extensive  banking  network  rep- 
resented by  its  owner  banks,  each 
of  which  is  stronger  in  its  home 
town  (like  Memphis,  Denver,  St. 
Louis  or  Indianapolis)  than  any  of 
their  big-city  competitors  could 
possibly  be.  And  the  aim  is  to  ex- 
pand the  Allied  network  to  20 
banks  with  total  assets  of  over  $15 
billion.  ■ 


Prudential  Drilling  Funds 


A  balanced  program  to  achieve  diver- 
sification...in  the  exploration  of  Oil  & 
Gas. ..managed  exclusively  for  persons 
in  the  high  income  tax  brackets 

1969  Annual  Drilling  Fund 

Minimum  Investment  $10,000 

Series  Eighteen 

For  a  prospectus  as  effective  with  the  S.E.C.,  fill  in  and  mail: 
Prudential  Drilling  Funds,  Inc.,  90  Broad  Street,  New  York,  N.  Y.  10004 

Name 

Address 


City 


State 


Zip 


V: 


•Note:  This  is  neither  an  offer  to  sell  nor  a  solicitation  to  buy  any  of  these  securities.  Offering  is 
made  only  bv  Prospectus,  copies  of  which  may  be  obtained  in  any  State  from  the  undersigned  or 
brokers  as  may  lawfully  offer  the  securities  in  thai  State.  F-2/69 


TENNECO  INC. 


DIVIDEND 
NO.  86 


HOUSTON,  TEXAS 


The  Board  of  Directors  has  declared  o 
quarterly  dividend  of  32<  per  share  on 
the  Common  Stock,  payable  March  18, 
1969,  to  stockholders  of  record  on 
February  21,  1969. 


M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •     Oil 
Land  Use     •     Manufacturing 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON,  TEXAS 


DIVIDEND 
NO.  23 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25?;  per  share  on 
the  Common  Stock,  payable  March  18, 
1969,  to  stockholders  of  record  on 
February  21,   1969. 

M.  H.  COVEY,  Secretory 
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READERS  SAY 


(Continued  from  page  8) 

Credit  Where  It's  Due 

Sm:  The  San  Francisco-headquartered 
construction  firm  of  Haas  &  Haynie  was 
the  general  contractor  for  the  Wells 
Fargo  Building  in  San  Francisco  shown 
and  described  in  the  photo  and  caption 
on  page  40  of  your  Dec.  1  issue.  Dilling- 
ham Coip.  was,  and  is,  the  owner  and 
developer  of  the  office  tower.  Dilling- 
ham's construction  accomplishments  have 
been  many,  but  in  this  case  Haas  & 
Haynie  deserves  the  bow. 

— Richard  K.  Arnold 

Arnold  &  Palmer  &  Noble 

San  Francisco,  Calif. 

Too  Many  "Fs" 

Sir:  You  didn't  spell  his  name  right. 
Just  one  "f,"  as  in  Hefner.  ( Fact  b-  Com- 
ment, Jan.  15). 

— Jack  Kessie 

Managing  Editor,  Playboy 

Chicago,   111. 

Jan  One-derful 

Sir:  From  the  unique  cover  to  the 
detailed  analysis  of  multicompanies,  this 
issue  (Forbes,  Jan.  i )  is  a  bonanza  of 
information.  Your  conclusions  on  the 
relative  merits  and  basic  differences  be- 
tween   conglomerates,   agglomerates    and 


multi-industry  firms  was  particularly  in- 
teresting to  us.  We're  pleased  that  TRW 
is  in  pretty  good  company,  even  though 
most  of  the  diversified-conglomerates 
are  taking  their  lumps  in  the  market 
these  days.  We  [agree]  that  TRW's  style 
more  nearly  "resembles  conventional 
multi-industry  manufacturing  companies" 
— hopefully  with  our  brand  of  technol- 
ogy and  management  setting  us  apart 
from  some  of  the  more  mature  multi- 
industry  companies  listed  in  your  re- 
port. 

— Arlen  D.  Southern 

Director,  Corporate  Public 

Relations  &  Advertising 

TRW 

Cleveland,   Ohio 

Sir:  The  information  you  have  tabu- 
lated, the  way  it  is  presented,  and  the 
ease  of  comparison  represents  a  real 
contribution.  You  are  to  be  congratu- 
lated. 

— Bruce  D.  Williams 
New  York,    N.Y. 

Sir:  I  have  just  finished  leafing 
through  the  Jan.  1  issue,  and  I  say  leafing 
through  because  this  is  an  edition  which 
may  take  a  year  to  read.  .  .  .  should  be 
a  source  and  reference  material  for  busi- 
ness people   during  the  whole  year. 

— Thomas  L.  Young 
Rocky  Mount,  N.C. 

Sir:  I  began  to  wonder  when  my  an- 
nual issue  would  arrive  and  was  more 
than   rewarded   when   it  came  in.   Each 


such  issue  gets  better,  easier  to  under- 
stand, easier  to  draw  comparisons  from; 
altogether  it  is  a  magnificant  effort. 

— Charles  W.  Lincoln 

Vice  President, 

Johnson  &  Higgins 

New  York,  N.Y. 

Unneeded  Chance 

'  Sir:  I  would  like  to  answer  your 
article  titled  "Second  Chance"  on  page 
53  of  your  Dec.  15  issue.  Gordon  EUis 
needs  no  second  chance.  Pet  had  a  multi- 
tude of  problems  which  were  solved  at 
the  time  of  Mr.  Ellis'  resignation.  If  you 
jnust  blame  someone  for  Pet's  decline, 
let's  blame  the  chief  executive  ofiicer, 
not  the  operating  officer. 

— J.  Walter  Adderton 
St.  Louis,  Mo. 

Drilling  for  Gas 

Sm:  Alas,  poor  Forbes,  it  looks  as  if 
Avon  isn't  going  to  be  the  only  one  who 
doesn't  like  you.  How  many  letters  have 
you  received  from  those  involved  with 
natural  gas  who  have  been  stung  by 
Forbes'  startling  oversight  in  declaring 
( Jan.  1 )  that  petroleum  accounts  for 
three-fourths  of  the  nation's  energy  re- 
quirements, and  coal  and  nuclear  energy 
take  care  of  the  rest? 

— Chester  Sackett 
Forest  Hills,  N.Y. 

While  Forbes  might  better  have 
spelled  it  out,  "petroleum"  is  generally 
taken  to  include  oil  and  gas — Ed. 


FW  Selects  SOUND  STOCKS  AT  ,  .  . 


$28  OR  LESS-WITH  PROFITS 
POTENTIAL  FOR  1969 


-Liow-priced  stocks  were  all 
the  rage  last  year.  Unfortu- 
nately most  of  this  interest 
has  centered  on  speculative 
issues  of  dubious  quality.  In 
a  new  survey  of  stocks  cur- 
rently available  at  less  than 
$28,  FINANCIAL  WORLD 
has  culled  a  number  that  are 
of  sound  quality.  Each  of  the 
issues  included  in  this  select 
group  meets  FW's  high  stan- 
dards for  value.  In  addition, 
each  has  attractive  prospects 
for  1969  and  merits  attention 
now. 

Don't  miss  this  valuable 
study.  It's  yours  by  return 
mail  if  you  .  .  . 


Try   Financial   World's   Comprehensive   Service   NOW 
on  this  Special  $5  Introductory  offer.  You  get  all  this: 


12  WEEKLY  ISSUES  OF  FINANCIAL  WORLD— Every 

issue  crammed  with  investment  ideas,  special 
studies,  industry  reviews  .  .  .  specific  stock, 
bond,  tax  and  business  advice  you'd  have  to 
spend  a  lot  of  time  and  dollars  to  equal 
anywhere  else. 

3  MONTHLY  SUPPLEMENTS  OF  "INDEPENDENT 
APPRAISALS" — Updated,  detailed  digests  of 
prices  earnings,  dividends  and  FW's  indepen- 
dent ratings  of  up  to  1,900  listed  stocks. 
PERSONAL  ADVICE-BY-MAIL— Buy.  Hold,  Sell  ad- 
vice on  any  listed  security  you  inquire  about 
that  interests  you  at  a  particular  time — as 
often  as  once  each  week. 
THE  STUDY:   "Stocks  at  $28  or  Less  for  1969." 

PLUS   THIS  VALUABLE   BONUS!   If   you   act  now 

you  will  also  receive  as  our  Gift  a  copy  of 
the  72-page  handbook  "Your  Step-by-Step 
Guide  to  Investment  Success  " — 34  fact-packed 
chapters  telling  you  what  you  need  to  know 
to   be   and   stay    a   successful    investor. 

ADDITIONAL  SAVINGS:  We  will  send  you 
FINANCIAL  WORLD  •  the  BONUS 
Book  •  the  special  study  •  "Inde- 
pendent Appraisals"  •  Advice-by- 
mail  .  .  .  and  include  in  addition — 
but  at  no  additional  cost — the 
forthcoming  edition  of  the  352- 
page  "Stock  Factograph"  Manual 
(Reg.  $5),  giving  65,000  pertinent 
facts  about  over  2,250  stocks  .  .  . 
all  for  $13.50  for  6  months'  service 
or  $24  for  a  full  year. 


MONEY-BACK  GUARANTEE— If  this  sounds 
like  $5,  $13.50  or  $24  that  could  in- 
crease your  income,  improve  your 
portfolio  and  help  assure  invest- 
ment success  .  .  .  just  return  the 
coupon  -with  your  check.  Mark 
your  preference.  Each  offer  carries 
an  absolute  money-back  guarantee 
if  not  satisfied  in  30  days. 

■  FINANCIAL  WORLD 

I  Dept.  FB-21,  17  Battery  Place, 
I  New  York,  N.  Y.  10004 

I  For    payment    enclosed   send    me    the   special 

I  study,  the  BONUS  Book,  and  enter  my  order 
for  the   following: 
I  D  12    weeks    of    FINANCIAL    WORLD,    "In- 

I       dependent  Appraisals  "  and  Advice-by-Mail 
—for    $5. 
I  D  6  months  of  FINANCIAL  WORLD,   includ- 

Iing   "Independent   Appraisals,  "   the   aruiual 
"Stock    Factograph"    Manual    and    Advice- 
I       by-Mail   service — all    for    $13.50. 

!  D  A   fuU   year   of  FINANCIAL   WORLD,    in- 
I       eluding  all  the  above — for  $24. 

I  Name 

I  Address ■ 

I  City State Zip 

I  (This   subscription    is    not    assignable.) 
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CONVERTIBLES  | 

577  convertible  bonds  and  | 

327  convertible  preferred  stocks  | 

now  currently  trading  can  b«  ignored  by  an  ln«es-  | 

tor  only  to  his  own  detriment.    In  many  cases  an  | 

intelligently  selected  Convertible  can  sharply  limit  | 

risk    on    the    downside,    while    providing    just    as  | 

much  appreciation  as  the  common  on  tlie  upside,  | 

is  well   as  providing  a   much   higher  return  than  | 

the  common  stock,  and  costing  far  less  In  broker-  | 

age  commission  to  buy.  | 

Read;      Investing    &    Speculating    with  | 

CONVERTIBLES"  by  a  remarkably  well-  ^ 

qualified  author,  Sidney  Fried,  to  get  the  | 

whole  story  of  the  Convertible,  and  out-  | 

line  a   method   by   which  you   can   profit  | 

from  the  904  Convertibles  currently  trad-  = 

Ing.  Costing  only  $3,  the  book  is  accom-  | 

panied  by  a  thorough  statistical  description  | 

of  the  904  Convertibles,  plus  a  breakdown  | 

of  the  Convertibles  by  Industry  Group.  | 

If  you  do  not  agree  with  us,  after  read-  | 

ing  the  book,  that  it  has  opened  a  whole  z 

new  world  of  opportunity  for  you  in  to-  ^ 

day's  stock  market,  we  will  immediately  | 

return  your  $3.  upon  your  instructions  to  | 

do   so.  I 

To    receive    "Investing    Sc    Speculating  | 

with  CONVERTIBLES"  by  Sidney  Fried,  | 

send  $3  today  with  your  name  and  address,  £ 

and  this  advertisement,  to  "Convertibles",  i 
Dept.  FC-38.RHM.  Associates.  220  Fifth 

Avenue,  New  York,  New  York  10001.  | 
»iitiluwni«BiiwmMMwiiii»MUiitiaiiiiaiiJiMiuiiatii:Kiiiuuiiiuiiiiiiiiiiitiii;jiiiiiiiiiiiiiii.? 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  January  9, 
1969,  declared  a  first 
quarter  dividend  of  60cents 
per  share  on  theCompany's 
outstanding  stock,  payable 
March  1.  1969,  to  stock- 
holders of  record  January 
31,  1969. 


<^h^ 


The  American  Road 
Dearborn,  Michigan  48121 


BROAD    STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1968 
Gain 


# 


$1.01  a  Share 

Payable  Feb.  24,  1969 
Record  Date  Jan.  13,  1969 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


One  man  all  by  himself  is  nothing. 
Two  people  who  belong  together 
make  a  world.       — Hans  Margolius 


Some  men  want  to  get  quick  re- 
sults, or  they  lose  interest.  Others 
plan  far  ahead,  move  forwaid  slowly, 
and  stick  doggedly  at  the  job  regard- 
less of  delays  and  hard  luck. 

— William  Feather 


The  greatest  reverses  of  fortune  are 
the  most  easily  borne  from  a  sort  of 
dignity  belonging  to  them. 

— William  Hazlitt 


Adversity  makes  a  man  wise,  not 
rich.  — John  Ray 


The  desire  for  safety  stands  against 
every  great  and  noble  enterprise. 

— Tacitus 


Often  the  prudent,  far  from  making 

their  destinies,  succumb   to   them;   it 

is  destiny  which  makes  them  prudent. 

— Voltaire 


It  costs  a  man  only  a  little  exertion 
to  bring  misfortune  on  himself. 

— Menander 


Diligence  is  the  greatest  of  teach- 
ers. — Arab  Proverb 


On  the  whole,  it  is  patience  which 
makes  the  final  difference  between 
those  who  succeed  or  fail  in  all  things. 
All  the  greatest  people  have  it  in  an 
infinite  degree,  and  among  the  less, 
the  patient  weak  ones  always  conquer 
the  impatient  strong.    — John  Ruskin 


Patience  is  a  minor  form  of  des- 
pair, disguised  as  a  virtue. 

— Ambrose  Bierce 


When  one  is  in  love,  one  always 
begins  by  deceiving  one's  self;  and 
one  always  ends  by  deceiving  others. 
That  is  what  the  world  calls  a  ro- 
mance. — Oscar  Wilde 


What  is  virtue?  Reason  in  practice. 
— M.J.  de  Chenier 


B.  C.  FORBES 

You  cannot  find  a  short  cut 
to  climb  a  ladder,  can  you?  The 
only  safe  way  is  to  move  up 
one  step  at  a  time.  By  watching 
your  movements  intently,  by 
using  your  head,  your  liands  and 
your  feet  intelligently,  you  have 
every  chance  of  reaching  the  top 
without  disaster. 


Depend  not  on  fortune,  but  on  con- 
duct. — PuBLiLius  Syrus 


Do  not  lie  in  a  ditch  and  say,  God 
help  me;  use  the  lawful  tools  He 
hath  lent  thee.    — George  Chapman 


Don't  be  afraid  to  take  a  big  step 
if  one  is  indicated.  You  can't  cross 
a  chasm  in  two  small  jumps. 

— David  Lloyd  George 


The    trouble    with    the    ladder    of 
success  is  that  it  collapses. 

— Arnold  Glasow^ 


Love    rarely    overtakes,    it    mostly 
conges  to  meet  us. 

— Wilhelm  Stekel 


Waitings    which    ripen    hopes    are 
not  delays.         — Edward  Benlo\\tes 


Being  forced  to  work,  and  forced 
to  do  your  best,  will  breed  in  you 
temperance  and  self-control,  dihgence 
and  strength  of  will,  cheerfulness  and 
content,  and  a  hundred  virtues  which 
the  idle  never  know. 

— Charles  Kingsley 


Doing  little   things   well  is  a  step 
toward  doing  big  things  better. 

— Harry  F.  Banks 


The  superior  man  is  he  who  de- 
velops, in  harmonious  proportions,  his 
moral,  intellectual  and  physical  na- 
ture. — Douglas  Jerrold 


You  cannot  help  men  permanently 
by  doing  for  them  what  they  could 
and  should  do  for  themselves. 

— Abraham  Lincoln 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  Eleanor  A.  Sulli- 
van, Somerville.  Mass.  What's 
your  favorite  te.xt?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Better  is  little  with  the  fear  of  the 
Lord  than  great  treasure  and  trouble 
therewith.  — Proverbs  15:16 
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We  anticipate  some  squawks  about  our  new  sodium  cable. 


But  we're  glad  to  lend  the  utilities  a  hand  in  getting  their 
electrical  systems  underground. 

What  we've  done  is  invent  a  new  kind  of  cable. 
We  call  it  Nacon  cable. 

It's  made  from  sodium,  the  cheapest  metal  there  is. 

Sodium's  a  light,  excellent  conductor.  The  only  problem: 
it's  reactive  in  water. 

But  we've  found  a  way  to  enclose  it  in  an  extruded 
polyethylene  tube.  This  plastic  protects  the 
sodium  from  moisture.  And  provides  the  insulation. 

Result:  a  flexible,  less  expensive  cable . 

It's  something  we  could  do  because  we're  so 
involved  in  both  metals  and  plastics.  And  it's 
something  that's  helping  make  it  feasible  to 
put  more  and  more  electrical  systems 
underground -so  there's  less  and  less  clutter 
on  the  landscape. 

Nacon  cable  is  a  discovery  that  ought 
to  make  everyone  happy.  Except  the  birds. 


UNION 
CARBIDI 


THE  DISCOVERY  COMPANY 


20  billion  dollars  worth 
of  Federal  confusion 


EVERYONE  knows  that  duplication  of  effort  is  wasteful.  But 
listen:  — 

20  Federal  agencies  and  departments  handle  470  educational 
subsidy  programs. 

112  poverty  aid  programs  are  handled  (or  confused!)  by  11 
separate  agencies. 

69  vocational  programs  operated  by  8  different  Federal 
agencies  are  supposed  to  be  training  manpower. 

43  separate  programs  for  children  are  administered  by  5 
different  agencies. 

56  various  water  programs  are  "managed"  by  7  unrelated 
Federal  agencies. 

It  (and  more  of  the  same)  adds  up  to  1091  Federal-assistance 
programs  costing  you  more  than  20  billion  dollars  a  year!  And 
yet  Washington  says  all  its  spending  is  necessary;  it  cannot 
possibly  balance  the  budget! 


Trees  are  delimhed,  debarked  and 
cut  into  8  foot  lengths  by  the 
Arhomatik^  Processor. 


YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 
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("Handy"  is  putting  it  mildly.  At  Poly-Tech  Corporation,  the  phone  is  essential.) 


Poly-Tech  Corporation,  Minneapolis,  manufac- 
tures polyethylene  film  and  bags.  All  are  made  to 
order.  And  99%  of  the  orders  are  handled  by  phone. 
Percy  Ross,  President,  and  Steven  Ross,  Vice  Presi- 
dent, feel  that  their  eleven  telephone  salesmen 
accomplish  more  in  five  minutes  on  the  phone  than 
they  could  in  an  hour  in  person. 

Poly-Tech  uses  WATS.  WATS  is  Wide  Area 
Telecommunications  Service,  with  a  flat  monthly 
charge  for  each  WATS  line  regardless  of  the  num- 
ber or  duration  of  calls.  With  WATS,  you  can  use 
the  phone  for  all  it's  worth. 

Ten  years  ago  there  was  no  Poly-Tech  Corpora- 
tion. Now,  annual  sales  are  $5  million.  And  Poly- 
Tech  is  sold  on  the  telephone. 

Call  your  Bell  System  Communications  Con- 
sultant. A  phone  is  just  a  phone  until  you  learn 
how  to  use  it. 


VOURA  ■>      I 

/^NW/HERE  any! 

^  m    ANYTIME     't 
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So  quiet,  so  smooth,  that  passengers  don't  even 
know  there  are  engines  on  the  plane. 


It  works  on  and  on,  with  little  care 
and  only  occasional  feeding. 


The  id' 


2 


eai  Qirpane  engines 


An  engine  that's  feather-light,  tough, 
power-packed  and  maintenance-free. 


How  is  United  Aircraft 
working  toward  the  ideal  engine? 

To  get  more  power  per  pound, 
we're  exploring  new  materials.  Even 
composites  based  on  boron  filament— 
1 5%  lighter  than  aluminum,  yet  five  times 
as  strong  as  their  weight  in  steel. 

We're  working  to  reduce  fuel 
consumption,  exhaust  smoke,  and 
noise.  Our  powerful  new  JT9D,  for 
instance,  is  quieter  than  current  jet 
engines.  And  virtually  smoke-free. 

You'll  have  power  plants  requiring 
even  less  maintenance  than  our  engines 
that  today  can  cross  the  U.S.  thousands 
of  times  between  major  overhauls. 

Behind  all  this  is  our  desire  to  help 
build  the  ideal  transportation  system- 
coordinated,  efficient.  That's  the  main 
thrust  of  our  work  at  United  Aircraft. 
Where  new  ideas  take  off. 


U 


PRATT  &  WHITNEY  AIRCRAFT  •  HAMILTON  STANDARD  • 
SIKORSKY  AIRCRAFT  •  NORDEN  ■  UNITED  TECHNOLOGY  CENTER  ■ 
ELECTRONIC  COMPONENTS  •  UNITED  AIRCRAFT  RESEARCH 
LABORATORIES  •  UNITED  AIRCRAFT  OF  CANADA  LIMITED  ■ 


Sorry  about  your  common  bond. 
It  was  just  an  accident. 
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Side  Lines 


Hotels,  Courtrooms,  Universities 

One  big  privilege  of  a  Forbes  editor  is  tlie  right  to  stick  his  nose  in 
other  people's  business.  Special  Reports  Editor  Kenneth  Schwartz  and 
Researcher  Marsha  Beckerman,  while  working  on  this  issue's  cover 
story  on  conventions  (p.  28),  observed  that  one  thing  most  busi- 
nessmen have  in  common  is  the  desire  to  meet  convivially  with  their 
fellows.  "I  never  consumed  so  man>'  shrimp  or  so  man>'  martinis  on 
a  story  before,"  Schwartz  says.  He  and  Beckerman  covered  convention 
centers  ranging  from  Xew  York  and  Washington, 
to  Houston,  Las  \'egas,  Los  Angeles  and  San 
Francisco,  and  such  meetings  as  the  Modern 
Language  Association  convention  in  New  York 
and  the  National  Association  of  Home  Builders 
convention  in  Houston. 

Marsha  found  at  the  Modern  Language  gath- 
ering that  a  convention  can  mean  more  to  its 
members  than  a  good  time.  A  minority  of  the 
membership  bitterly  protested  plans  to  hold  the 
meeting  in  Chicago  next  year,  on  grounds  that 
canceling  the  convention  was  the  only  wa>'  for 
Modern  Language  members  to  protest  Chicago's 
treatment  of  demonstrators  at  the  Democratic 
convention  last  summer.  The  MLA  con\ention 
ended  with  picketing  and  a  near-riot. 

The  homebuilders  were  less  disputatious,  but  much  more  numer- 
ous. Before  he  went  to  the  convention,  Schwartz  spent  time  with 
the  man  in  direct  charge  of  it,  Don  Vaughn.  "He  had  spent  a  whole 
)ear  setting  up  this  convention, "  Schwartz  sa\s.  "He  had  to  worry 
about  hotels,  halls,  taxis,  tlie  Houston  Astrodome — everything.  For  a 
week  he  was  really  the  unofficial  mayor  of  Houston."  The  convention 
had  a  happy  ending  for  Vaughn:  it  was  such  a  success  that  the  home- 
builders  promoted  him  to  a  top  headquarters  job. 


Schwartz 


Men  like  Vaughn  are  not  exactly  "businessmen,"  but  then  our 
reporters  often  have  to  use  somces  other  than  businessmen.  When 
Reporter  Robert  Kearns  began  his  research  on  wheeler-dealer  Victor 
Posner  several  months  ago,  it  was  hard  to  get  people  who  knew 
Posner  to  talk  about  him.  "I  simply  don't  want  to  get  invoked, "  was 
a  typical  reply  to  Kearns'  inquiries.  Finally,  Kearns  found  his  way  to 
the  Supreme  Court  Building  in  Tallahassee,  Fla.,  where  Posner  was 
engaged  in  a  divorce  suit.  Forbes  was  certainly  not  interested  in  the 
divorce,  but  we  were  interested  in  testimony  on  Posner's  business 
reputation  by  several  witnesses.  None  of  this  testimony  found  its  way 
directly  into  the  resulting  story,  which  begins  on  page  60.  "But," 
says  Kearns,  "it  was  a  big  help  in  establishing  our  feel  for  the  story." 

Kearns  also  did  much  of  the  reporting  on  this  issue's  feature  on 
warrants  (p.  26).  A  big  help  was  an  interview  with  two  men  who 
are  not  businessmen  at  all:  Professor  Samuel  Hayes  HI  and  Pro- 
fessor Henry  Reiling,  both  of  them  from  the  Columbia  Business 
School.  The  two  professors  had  just  published  an  erudite,  academic 
article  on  warrants  in  the  January-February  issue  of  the  scholarly 
Harvard  Business  Review.  "1  had  talked  to  several  money  managers 
who,  even  though  they  had  their  own  portfolios  to  consider,  talked 
quite  freely  about  which  warrants  they  liked,"  Kearns  says.  "But  Pro- 
fessor Hayes  and  Professor  Reiling  were  much  more  cagey  about 
mentioning  specific  warrants.  You  would  have  thought  they  were  run- 
ning the  hottest  hedge  fund  in  town."  ■ 


What's 
Marley 
on  t 


•  • 


ing 
of  the 


John  Hancock? 


O 


•  • 


It's  no  wonder  we're  on  top  of  Chicago's 

John  Hancock  building.  We're  the  world's  largest 

maker  of  water  cooling  towers. 

Which  may  not  mean  a  thing  to  you  because 
you  may  not  even  know  what  a  cooling  tower  is. 

They're  one  of  the  most  important  parts  of  a 
modern  air-conditioning  system.  Because 
they  cool  the  water  that  cools  the  refrigerant 
that  cools  the  air  that  cools  you. 

And  while  it  may  only  be  of  passing  interest 
to  you,  all  the  research  and  development  and  work 
that  we've  put  into  perfecting  the  cooling  tower 
over  the  years  is  pretty  important  to  us. 

Because  it's  what's  kept  us  on  top  of  buildings 
like  the  John  Hancock  and  the  Pan  Am;  the 
Chicago  Civic  Center  and  New  York's  Morgan  Bank. 

In  fact,  on  top  of  just  about  all  the  world's 
big  buildings. 

Except  the  Empire  State.  And  we  didn't  feel 
like  fighting  off  King  Kong  for  that  one. 

Nobody  takes  the  heat  off  like 

MARLEY 


ling  it. 


The  Marley  Co.,  Executive  Olt  ces.  222  VV.  Gregory,  Kansas  City,  Mo  816/361-2222.  Offices,  plants  and  affiliates  throughout  the  world. 
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Keystone 

is  big  in  building 


Floors  that  take  crushing  weights 

take  Keystone  Keyweld  Reinforcing  Fabric  to  help 

them  stand  up.  Example:  This  10"  concrete  slab 

floor  at  the  Weirton  Steel  Warehouse  in  West  Virginia. 

It  easily  supports  stacked 

rolls  of  tinplate  weighing  more  than  ten  tons  each. 


with 


products  for  brawn 
and  beauty 


the  type  of  building  construction 
nercial,  institutional,  industrial  or 
tial.  Like  as  not,  many  of  Keystone's 
ts  will  be  part  of  the  job. 

the  roof,  walls  or  floors  in  the  form 
stone  "Inner  Strength"  reinforce- 
leshes.  Part  of  the  finish  and  trim 
tone  locks,  hinges  and  related  hard- 
)r  part  of  an  effective  protection 
■  formed  as  Keystone  fence. 

nder  Keystone  is  growing  so  fast 
t  85  billion  annual  building  market? 

I  nsider,  building  is  just  one  of  the 
y  iynamic  fields  served   by   our   25 


1  plants.  We're  also  big  in  food,  in  education, 
in  transportation  and  recreation,  and  on 
and  on. 

Could  be  we've  got  something  good  for 
you.  Find  out.  Write  for  our  annual  report. 
Keystone  Consolidated  Industries,  Inc., 
Peoria,  Illinois  61607. 


Beauty  greets  you  at  the  door  when  your  home  is 
secured  with  locks  from  Keystone's  National  Lock 
Hardware  Division.  In  fact.  Keystone  products  serve 
builders  from  basement  to  attic  in  the  form  of  cabinet 
and  furniture  hardware,  window  and  garage  door 
springs,  and  many,  many  more. 


Keystone  Consolidated  Industries,  Inc. 


NATIONAL  LOCK 

BOCKFORO.    ILLINOIS 


CHICAGO 

Steel  &  Wire 


BRODERICK   t   BASCOM    ROPE   CO. 


JXI^JVAJdSTATES 
%^..  WIRE 


KEYSTOnE 

STEEL  6  WIRE  Division 


In  Treasure  Chest  Land  we  have 
arranged  with  nature  so  you  can 
have  your  cake  and  eat  it  too.  We 
get  all  kinds  of  snow  in  our  high 
mountains  (where  we've  strategically 
located  numerous  ski  resorts).  But 
minutes  away,  down  in  the  valleys, 
we  don't  get  so  much.  Just  enough 
to  remember  it's  winter.  And  come 
March  and  April,  we'll  give  you  a 
special  treat.  Ski  in  the  morning. 
then  play  golf  in  65  degree  tempera- 
tures in  the  afternoon.  It  makes  a 
fascinating  day. 

Fascinating  days  of  fun  are  what 
keep  people  happy  and  enthusiastic 
in  Treasure  Chest  Land.  Maybe 
that's  why  one  new  manufacturer 
reports  labor  productivity  up  2  to  3 
times  over  his  previous  location. 
Interested?  Write: 


Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Box  899.  Dept.  Fl 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 
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Trends 

&.  Tangents 


WASHINGTON 


An  Old  Score 

President  Nixon  has  been  "cor- 
rect but  cool"  toward  Federal  Re- 
serve Board  Chairman  William  Mc- 
Chesney  Martin.  Nixon  never 
really  forgave  Martin  for  that  tight 
money  squeeze  and  the  recession 
during  the  1960  election  year, 
when  it  could  have  meant  victoiy 
if  money  had  flowed  and  more 
jobs  were  available.  Although 
Martin's  term  at  the  Fed  isn't  of- 
ficially up  until  next  Jan.  31,  he's 
"expected"  to  resign  this  summer. 
Arthur  F.  Burns,  former  Eisen- 
hower economic  adviser  and  now 
a  sort  of  White  House  economic 
czar  for  Nixon,  according  to  an 
oflScial  close  to  the  subject,  "has 
already  been  tapped  for  Martin's 
job." 

New  England  United 

The  oil  industr>'  will  cheer  if  its 
pressure  to  block  approval  for  for- 
eign oil  imports  from  a  proposed 
free  trade  zone  in  Maine  should 
succeed.  But  the  cheers  could  fade 
quickly.  The  industry's  unwilling- 
ness to  compromise  has  angered 
the  New  England  congressional 
delegation — 25  representatives,  12 
senators — who  have  been  fighting 
for  the  trade  zone  and  for  author- 
ity for  Occidental  Petroleum  to 
bring  cheaper  Libyan  crude  into 
the  New  England  market.  If  the 
trade  zone  is  blocked,  several  New 
England  senators  plan  a  public  ex- 
amination of  the  oil  industry's 
long-standing  tax  benefits.  If  Sena- 
tors Ted  Kennedy  and  Edmund 
Muskie  lead  the  fight,  as  now 
seems  probable,  it's  not  difficult  to 
predict  that  the  oil  industry  could 
be  in  for  some  rough  publicity. 

The  Warmongers 

Since  1962,  when  United  Na- 
tions experts  estimated  worldwide 
military  outlays  at  $120  billion, 
military  expenditures  have  in- 
creased about  50%— to  $182  bil- 
lion in  1967,  and  the  total  is  ex- 
pected to  be  higher  when  1968 
figures  are  compiled.  The  U.S. 
Amis  Control  &  Disarmament 
Agency  says  military  spending  now 
exceeds  that  of  any  prior  period  ex- 
cept for  the  peak  fighting  years  of 
World  War  II.  Global  military  ex- 
penditures account  for  about  7%  of 


the  world's  gross  product — equiv- 
alent to  the  total  annual  income 
produced  by  the  one  billion  people 
living  in  Latin  America,  South  Asia 
and  the  Near  East. 

Stop  Credit 

Representative  Henry  S.  Reuss, 
Wisconsin  Democrat,  has  intro- 
duced a  tax  refoiTTi  package  that 
would  end  the  7%  investment 
credit.  Charging  that  the  credit 
costs  $3  billion  annually  in  lost  tax 
revenue,  Mr.  Reuss  pointed  out 
that  despite  considerable  idle  ca- 
pacity, business  was  planning  for 
an  increase  in  capital  spending. 
He  attributed  this  paradox  to  the 
high  rate  of  cash  flow  generated 
by  the  investment  credit,  encourag- 
ing excess  and  inflationary  spend- 
ing on  plant.  The  very  inflation 
then  causes  businessmen  to  invest 
now  rather  than  wait,  completing 
the  vicious  cvcle. 


BUSINESS 


Nothing  To  Do? 

Restless,  rich  Americans  are 
spending  more  and  more  money 
on  some  rather  unlikely  pastimes. 
The  National  Sporting  Goods  As- 
sociation reports,  for  example,  that 


n 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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7  days  after  the, 

SEC  gets  informatioii 
on  any  company, 


you  get  It, 


Leasee's  new  Disclosure  service 
its  SEC  public  filings  on  microfiche. 


you  can  have  immediate  ac- 
o  the  detailed  financial  data 
.•ed  by  the  SEC  from  public 
irations,  including  a  multi- 
of  items  that  can  be  found 
lere  else. 

:ontractual  agreement  be- 
T  Leasco  Systems  and  Re- 
T  Corporation  and  the  SEC 
es  us  to  offer  their  corporate 
>  by  subscription, 
is  data  is  conveniently  sup- 
on  microfiche,  a  four-by-six- 
sheet  of  film  that  holds  up 
pages  of  information.  1,000 
ts  in  microfiche  form  can  be 
}  in  just  10  inches  of  desk-top 
"ull-size  reports  containing 
;ely  the  same  information 
Infill  six  regular  file  drawers. 
3  public  filings  are  available 
1  registered  companies, 
ler  listed  on  the  exchanges 
iding  regional)  or  traded 


over  the  counter. You  can  sub- 
scribe to  a  package  of  Annual 
Reports  (lOK)  ano/or  combined 
Current  and  Semi-Annual  Re- 
ports (8K  &.  9K)  as  well  as  Annual 
Reports  to  Sh  areholders,  Prospec- 
tuses.  Registration  Statements 
and  Proxy  Statements.We're  also 
offering  all  investment  compa- 
nies'Annual  Reports  (N-IR)  and/ 
or  Quarterly  Reports  (N-IQ)  as  a 
package.  In  addition  to  these 
standard  packages,  you  can  have 
other  data  in  the  SEC  files  on  a 
custom  basis.This  means  you  can 
design  a  subscription  package 
to  suit  your  particular  needs. 

Find  out  howLeasco's  new  Dis- 
closure service  can  eliminate  the 
delay,  the  cost,  and  the  inconven- 
ience of  keeping  current  files  of 
corporate  financial  data.  Send  in 
thecoupon  today.Seven  days  after 
we  get  it,  you  get  our  brochure. 


Leasco.Two  Penn  Plaza,  NewYork,  N.Y  10001  Tel.  (212)  279-1600 

Gentlemen: 

Please  send  me  the  brochure  describing  your  Disclosure  service. 
D  Abo,  please  have  your  representative  phone  for  an  appointment. 

NAME. 


COMPANY 
Ar)nRF<;9 



TITLE 

CITY 

^TATF 

7IP  CDDF 

PHONF. 

Leasco 


DISCLOSURE 

a  service  of  Leasco  Information  Products  5 


If  you  agree  with 
the  checkmarks,  you 
agree  with  us. 
Planned  diversification  means 
that  all  our  operations  are  logically  re- 
/afed.  This  makes  for  solid,  planned  growth. 
We're  experts  in  oil,  fertilizers,  agricultural  and  in- 
dustrial chemicals,  petrochemicals  and  plastics,  copper 
and  copper  products,  gas  transmission  and  helium. 
We  could  spend  the  next  century  exploiting  the  growth  opportunities 
lese  fields.  Matter  of  fact,  we  plan  doing  just  that. 


CITIES  SERVICE  COMPANY 


Energy 


Chemicals 


A  NATURAL  RESOURCE  COMPANY 


CITIES  SERVICE  OIL  COMPANY  •  CITIES  SERVICE  GAS  COMPANY  •  COLUMBIAN  CARBON  COMPANY  •  TENNESSEE  CORPORATION  •  CITIES  SERVICE  TANKERS  CORPORATION 
CITIES  SERVICE  CRYOGENICS.  INC     •    CITIES  SERVICE  INTERNATIONAL,  INC.    •    CITIES  SERVICE  RESEARCH  AND  DEVELOPMENT  COMPANY    •    SIXTY  WALL  TOWER.   INC. 
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last  year  the  fastest  growing  seg- 
ments of  its  business  included 
archen.'  equipment  (sales  up  an 
estimated  18%),  g>mnasium  equip- 
ment (up  le-S"?)  and  billiard  and 
pool  equipment   (up  16.2%). 

Black   Gold  Blues 

Union  Oil  Co.'s  leaky  well  that 
threatened  Southern  California's 
beaches  with  a  200-square-mile  oil 
slick  and  raised  the  ire  of  local 
governments  and  conservationists 
is  far  from  the  onh-  problem  for 
the  major  oil  companies  drilling  off 
Santa  Barbara.  So  far,  the  $603 
million  the  companies  paid  a  year 
ago  for  drilling  rights  has  bought 
httle  but  hope.  "Our  acquisition 
has  proved  somewhat  disappoint- 
ing," says  Harry  KulL  assistant  con- 
troller for  Jersey  Standard.  "But 
sometimes,"  he  adds,  "the  greatest 
reservoirs  are  found  in  the  least 
promising  areas." 

Riding  High 

When  Detroit  has  a  good  year, 
the  U.S.'  auto  parts  distributors 
have  a  good  year  too,  because  that 
means  more  cars  are  on  the  road. 
When  Detroit  has  a  poor  year,  the 
distributors  are  still  sitting  pretty, 
because  that  means  more  old  cars 
on  the  road.  The  next  five  to  ten 
years,"  sa>s  Wilton  Looney,  presi- 
dent of  Atlanta's  Genuine  Parts,  the 
U.S.'  largest  independent  replace- 
ment parts  distributor,  "will  be 
some  of  our  best.  There'll  be  more 
cars  on  the  road  in  the  three-to-ten- 
year  bracket,  and  that's  where  we 
do  our  business."  The  University 
of  Mar  land's  Bureau  of  Business 
and  Economic  Research  tends  to 
back  up  Looney  s  prediction.  The 
bureau  is  projecting  a  7.5%  gain 
in  consumer  spending  for  auto  re- 
pairs in  1969  against  the  2%  gain 
estimated  for  1968. 

Instant  Diversification 

President  David  C.  Scott  of  Al- 
hs-Chalmers  Manufacturing  Co. 
seems  to  have  gone  out  on  a  limb 
to  fight  a  takeover  bid  by  White 
Consolidated  Industries.  Scott  ask- 
ed the  Wilmington,  Del.  Federal 
District  Court  to  enjoin  White  on 
antitrust  grounds  from  increasing 
its  shares  in  Allis-Chalmers.  He 
said  Allis-Chalmers'  diversification 
plans  would  put  it  in  several  mar- 
kets with  White,  notably  appli- 
ances and  metal  rolling  mills.  Judge 
Caleb  M.  Write  denied  the  motion 
and  noted  that  intent  wasn't  fact. 
Maybe  he  was  also  questioning 
the  wisdom  of  Scott's  plans.  Who 
would  want  to  get  into  either  of 
those  troubled  markets?  ■ 


Varo:  Part  of  the  computer  picture. 


Most  of  us  have  accepted 
the  fact  that  the  day  fast 
approaches  when  computers 
will  do  a  majority  of  our  routine 
work. 

The  fact  is,  at  some  future  point 
computers  will  take  over  domestic  chores  such 
as  bookkeeping  and  menu  planning. 

To  meet  this  huge,  additional  market  com- 
puter designers  and  manufacturers  will  in- 
creasingly demand  the  skills  and  technology 
of  companies  like  Varo. 

Today,  Varo  supplies  hybrid  integrated  cir- 
cuits and  electronic  power  equipment  to  the 


growing  computer  market. 
We  recently  introduced  the 
first    new    constant    voltage 
transformer  design  in  29  years. 
Our  design,  the  Varoformer'^',  does 
everything  the  old  version  does,  and 
takes  up  25%  less  computer  space  doing  it. 

Growth  through  advanced  technology  is  re- 
flected in  all  of  the  product  lines  throughout 
Varo.  For  a  detailed  picture  of  where  the  com- 
pany has  gone  and  what  it  has  done  since  its 
inception  in  1 946,  write  for  our  annual  report. 
Address  your  request  to  Public  Relations, De- 
partment F-3. 


G 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  BIdg., P.O.Box 41 1, Garland, Texas 75040 


THE  \A/AY 

IT  STACKS  UP 

Leaseway  Transportation  Corp.'s  stack  of  chips 

has  been  adding  up  with  innpressive  consistency. 

And  90%  of  that  stack  comes  from  blue  cfiip  corporations. 

With  backing  like  that, 

the  Cleveland-based  international  lessor  of 

motor  vehicles  and  other  equipment 

believes  "leasing"  is  the  name  of  the  game. 


I«- 


TRANSPORTATION  COPP. 

Chagrin  Boulevard.  Cleveland.  Ohio  44122 
Phone  2 16-991 -8800 


Solving  many  of  our  customers'  problenii 
with  Clievrolet  cars  and  trucks. 
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Ramada  Inns  has  grown  from  31  regionally-located  Inns  to  a 
major  national  chain  more  than  200  strong,  and  still  growing.  It's 
a  remarkable  success  story,  prompted  by  excellent  benefits,  in- 
cluding the  nation's  largest  credit  card  affiliation,  with  over  20 
million  cardholders;  SureRate,  a  guaranteed  rate  program  includ- 
ing over  1500  major  corporations;  nationwide  Ramada  Inn-Stant, 
the  world's  fastest  reservation  and  referral  system.  Your  return 
on  a  Ramada  investment  is  protected  by  the  tax  shelter  of  rapid 
depreciation  write-offs,  and  the  7%  investment  credit. 

Invest  in  our  rapid  growth.  Write  now  for  complete  franchise 
information. 


RAMADA  INNS 


a^» 


For  information  write,  wire  or  phone:  Ramada  Inns,  inc.,  P.O.  Box  1632,  Dept.  F0202,  Phoenix, 

Arizona  85001  -  602-275-4741 

n  I'm  interested  in  a  new  Ramada  franchise. 

D  I'm  interested  in  converting  my  existing  hotel. 


NAME 

ADDRESS. 
CITY 


.PHONE. 


.STATE. 


-ZIP. 


PACESETTERS 


Adults  employed  as  Professional  or  Managerial 

Forbes  55.8% 

Fortune  47.6% 

Business  Week  40.4% 

Forbes  has  the  highest  concentration  of  Pro- 
fessional or  Managerials  found  in  the  1968 
Simmons  Study  of  the  audiences  of  57  publi- 
cations. 


READERS  SAY 


Missing  the  Boat 

Sir:  "The  Forgotten  Generation" 
(Forbes,  Jan.  15)  failed  to  mention  one- 
booming  product  for  the  elderly — the 
fleet  of  low-speed  electric  autos  with 
which  I  nearly  collide  daily  on  the  streets 
of  Long  Beach. 

— Ted  Krauss 
San  Pedro,  Calif. 

Sir:  .  .  .  Older  people  like  to  ac- 
cumulate a  little  money  in  the  bank. 
They  are  grateful  to  anyone  who  takes 
time  to  chat  with  them.  They  are  fussy, 
but  loyal  customers  .  .  .  they  require 
services  more  than  objects.  And  they 
can  be  an  excellent  market  for  anyone 
who  has  patience  and  interest. 

— Ruth  G.  Reichbart 
New  York,  N.Y. 

Sir:  Your  article  omitted  one  small 
segment  of  American  industry  that  has 
long  recognized  the  potential  market  in 
serving  the  needs  of  the  elderly — that 
of  supplying  the  many  special  dietary 
foods  that  are  frequently  prescribed  for 
this  group  of  consumers. 

— Edwin  E.  Kayser 

President, 

Kaysers  Nutrition  Center 

Hollywood,  Calif. 

Sra:  You  have  come  up  with  an  article 
that  hits  the  nail  on  the  head.  For  the 
last  ten  years  or  more  everything  has 
been  and  stiU  is  for  the  teenagers  or 
small  fry.  There  are  no  clothes  styled  for 
the  elderly  woman.  Too  long  we  have 
been  derided  and  completely  ignored 
not  alone  in  fashions,  but  in  our  greatest 
of  crippling  aibnents — ardiritis. 

— Mrs.  Joshua  Richardson 
Longhorne,  Pa. 

Dedicated  to  Beauty 

Sir:  Any  raider  intent  on  acquiring 
and  rapidly  developing  Castle  &  Cooke's 
"Land,  Lots  of  Land"  (Forbes,  Dec.  15, 
1968)  had  better  prepare  for  battle  with 
the  nation's  most  restrictive  and  success- 
ful land-use  control  agencies.  Hawaii's 
state  and  local  planning  boards  are  un- 
usually dedicated  to  preserving  that 
state's  agricultural  economy,  its  open 
spaces  and  its  unique  beauty.  Righth' 
or  wrongly,  they  have  demonstrated  their 
effectiveness  particularly  well. 

— Kent  H.  Hallawell 
Larchmont,  N.Y. 

Get  Thy  House  in  Order 

Sir:  Re  "Bull  Market  in  Thieverj' " 
(Forbes,  Dec.  15,  1968,  p.  34).  The 
brokerage  houses  are  not  in  disorder, 
they  are  a  shambles  and  should  be 
made  to  get  themselves  in  order  post 
haste. 

— E.E.  Bradberry 
Shorewood,  Wis. 

(Continued  on  page  85) 
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What's  the  connection  between  General  Telephone  and 

Bell  Telephone? 


Our  lines  are  connected.  Our  corporations  aren't. 

Our  lines  are  also  connected  to  the  lines  of  all  the 

other  telephone  companies  in  the  United  States. 

J  About  2,000  of  them  altogether.The  phone  business  is 

made  up  of  more  than  Bell  and  us,  General  Telephone, 

the  second  largest  telephone  company  in  the  country. 

But  we're  not  only  a  phone  company.  Our  full  name 
is  General  Telephone  &  Electronics.  In  addition  to 
owning  and  operating  about  30  telephone  companies 
and  making  phone  equipment,  we  also  manufacture 
color  television  sets.  And  color  television  picture 
tubes.  Radios  and  lighting  products.  Rare  metals, 
chemicals  and  plastics.  And  parts  made  of  metals 
and  plastics.  Altogether  about  20,000  products. 

Even  if  we're  in  different  businesses  than  Bell,  we 
still  have  our  connections. 

All  of  our  more  than  nine  million  phones  are  con- 
nected to  the  other  100  million  telephones  in  the 
United  States.  (And  also  to  about  97  per  cent  of  the 
telephones  in  the  rest  of  the  world.)  So  anyone  who 
has  one  of  our  telephones  can  call  anyone  else  who 
has  any  other  telephone  company's  telephone.  And 
vice  versa. 

It's  simple.  When  you  have  the  right  connections. 

General  Telephone  &  Electronics 
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What  to  do 
when  a  customer 
gives  you  a 

snowiob. 


When  it  happened  to  us,  we  made 
tracks. 

A  track  is  what  a  snowmobile  runs  on. 

It's  something  like  a  huge  rubber  band, 
only  a  thousand  times  tougher. 

It  has  to  be  to  support  800  pounds  of 
man  and  machine,  to  go  90  miles  an 
hour,  to  climb  45-degree  slopes,  and  to 
take  the  slam-bang-crunch  of  snowmobile 
landings. 

Fact  is,  it  takes  muscles  of  steel  to 
carry  on  like  this.  So  borrowing  an  idea 
from  B.F.Goodrich  conveyor  belt 
designers,  that's  what  we  built  into  our 
rubber  tracks. 

Steel  cables  inside  the  track  give  it 
toughness.  Keep  it  in  perfect  shape.  So 
that  it  won't  stretch  in  use.  And  a  special 
B.F.Goodrich  rubber  compound  keeps  it 
flexible  in  cold  weather. 

Now  our  business  has  snowballed 
beyond  snov/mobiles,  and  we're  working 
on  track  designs  for  trenchers  and  rice 
paddy  tractors. 

When  it  comes  to  making  the  most  of 
ingenuity  and  experience,  you'll  find  our 
track  record's  pretty  good. 


B.F  Goodrich 


We  made  tracks. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


SUGGESTED  ADVERTISING  SLOGAN  FOR  AN  AIRLINE 

What  a  Way  to  Go! 


THE  RIGHT  NOTE  FOR  THE  NIXON  YEARS 


Speeches  written  in  monumental  .st>le  to  befit  monu- 
mental occasions  are  rarely  ever  remembered.  Mr.  Nixon's 
Inaugural  Address  was — is — will  be  no  exception. 

But  tuc1<ed  away  in  his  earnest,  high-blown,  wind- 
flown  words  was  one  wee  paragraph  that  I  hope  will 
bectjme  the  real  theme,  the  kes stone  of  the  Nixon  Years: 

"I  do  not  offer  a  life  of  uninspiring  ease.  I  do  not  call 
for  a  life  of  grim  sacrifice.  /  ask  you  to  join  in  a  high 
adventure  .  .  ." 

There  he  touches,  albeit  lightK ,  what  could  become  the 
real  wellspring  for  his  time  at  the  helm.  The  spirit  with 
which  the  President  handles  the  problems  He  and  we 
face  now  and  tomorrow  will  contribute  almost  as  much, 
if  not  more,  to  meeting  them  with  some  success. 

You  know,  as  we  all  know  from  our  own  experience, 
the  dimensions  of  a  problem  are  not  affected  by  our 
attitude.  But  the  capacity  to  meet  a  difficulty  depends 
on  the  feelings  with  which  we  greet  it,  i.e.,  we  can  be 
discouraged,  grim  and  gloomy;  or  we  can  regard  the 
difficult)  as  a  challenge  and,  with  zest,  see  what  we  can 
do  about  reducing  it  if  not  entirely  solving  it. 

If  President  Nixon  can  convey  the  idea  that  there  is 
actual  excitement  for  all  of  us  in  making  some  positive, 
measurable  progress  toward  getting  the  \'ietnam  monkey 
off  our  backs;  in  reducing  tension  in  the  East  by  imposing, 
if  need  be,  a  major-power  peace  in  the  Middle  East;  to- 
ward opening  up  more  avenues  to  better  jobs  for  blacks 
by  busting  the  liK-white  iron-clad  discrimination  of  so 
many   unions,    among   odier   areas;    by    giving   a    bit   of 


imaginative  thrust  to  the  transportation  needs  of  we 
megalopolites;  by  restructuring  the  international  monetary 
system  to  give  it  the  scope  and  elasticity  required  by 
vastly  expanded  world  trade;  by  bringing  fresh  and  posi- 
tive approaches  to  helping  the  world's  have-not  peoples 
get  lifted  up  a  little — not  by  their  own  boot  straps,  be- 
cause most  of  the  people  of  the  world  are  so  poor  they 
have  neither  boots  nor  straps;  it  will  help  measurably 
toward  solution. 

The  power  of  positive  thinking  is  a  somewhat  shop- 
worn phrase,  but  the  words  are  infinitely  more  used  than 
applied.  The  President's  worst  problems,  if  viewed  by  him 
as  challenges,  will  put  excitement  and  fun  in  the  day 
and  in  the  equation. 

Richard  Nixon  may  not  have  that  thing  called  charisma; 
but  I  think  he  will  prove  to  have  something  of  potentially 
far  greater,  more  lasting  importance  to  the  nation  and  the 
world :  a  zesty  rather  than  a  grim  detennination  to  leave  his 
successor  lesser  problems  than  those  that  officially  became 
President  Nixon's  on  Jan.  20. 
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DON'T  SHUCK  THE  SHUTTLE 


Plane  traflBc  at  peak  hours  in  the  overcrowded  airports 
of  New  York  and  Washington  may  indeed  have  to  be 
rationed  until  the  available  but  unfunded  improvements 
in  traffic  control,  landing  systems  and  systems  in  general 
are  implemented;  indeed,  until  additional  airports  are 
built — which  \\'ill  happen  the  minute  the  Tobins  of 
transportation  stop  trying  to  put  them  in  the  heart  of 
urbania  and  suburbania. 

But  rationing  should  not  include,  under  any  circum- 
stances, the  present  air  shuttle  sei-vices,  such  as  that  be- 


tween New  York  and  Washington,  D.C. 

The  shuttle  is  the  greatest  advance  in  air  passenger 
transportation  since  the  DC-3. 

There  should  be  more  shuttles,  not  fewer. 

Come  to  think  of  it,  ^ome  of  that  SST  funding  might 
be  redirected  from  this  esoteric  ear-shattering  project  of 
limited  usefulness  to  the  more  vital  matter  of  more  and 
better  airports,  with  rapid  rail  transport  from  them  to  rail- 
road terminals  that  stand  ever  more  quietly  in  the  heart 
of  every  city. 


EDITOR'S  PRIVn^EGE 


The  other  day,  going  over  the  galley  proofs  for  the 
"Thoughts"  page,  I  used  the  prerogative  of  a  boss  to  steal 
one  of  the  items  from  that  page  for  this  editorial. 

It  seems  to  me  it  deals  with  a  truth  that  we  all  too  often 
overlook;  that  all  too  often  our  actions  and  reactions  are 
either  inspired  or  inhibited  by  the  thought  that  everyone 


else  gives  us  as  much  thought  as  we  do  ourselves. 
The  stolen  thought: 

You  probably  wouldn't  worry  about 
what  people  think  of  you  if  you  could 
know  how  seldom  they  do. 

— Olin  Miller. 


A  ISon-Critic's  Critique:   DINING  NOTES   ON  NINE 


La  Mirabelle  (45  East  58th  Street).  A  new  restaurant 
with  highest  aspirations.  The  staflF  is  drawn  from  other 
restaurants  of  first  rank.  Except  for  the  exit  signs  done  in 
drugstore  stained  glass,  the  decor  is  most  decorous.  The 
food  is  good  and  La  Mirabelle's  future  hopeful. 

Voisin  (30  East  65th  Street).  Despite  the  loss  to  Mir- 
abelle of  its  long-time,  outstanding  Captain,  Voisin  con- 
tinues to  serve  fine  meals  in  gracious  Wedgwoodian 
surroundings. 

L'Etoile  (1  East  59th  Street).  I  tried  it  again.  It  remains 
die  cheapest  French  restaurant  in  town  and  is  still  over- 
priced. 

If  you've  never  been  there,  the  Tower  Suite  (6th  Avenue 
and  50th  Street),  at  the  top  of  the  Time-Life  Building, 
is  well  worthwhile.  A  butler  and  maid  are  assigned  to  each 
table  and  the  result  is  superior  service  of  a  prescribed 
menu  that  is  as  delectable  as  the  view. 

Cafe  Nicholson  (323  East  58th  Street).  Unusual  setting, 
unusual  food.  The  too-darkness  makes  you  realize  how 
much  being  able  to  see  adds  to  the  sense  of  taste.  The 
bread  is  unusually  good  and  it's  the  first  time  I  ever  had 
a  broiled  lamp  chop  smothered  iu  sweet  and  sour  sauce. 
It  sounds  awful  but  it  was  delicious.  Despite  these  en- 
comiums, the  price  is  extraordinarily  high  and  I  don't 
reallv  think  it's  worth  it. 


Unlike  in  Europe,  hotels  in  this  country  rarely  have  out- 
standing food.  In  New  York,  the  Hotel  Carlyle's  Regency 
Room  (35  East  76th  Street)  is  quite  good;  the  atmosphere 
is  relaxed,  and  the  service  is  above  average. 

Laurent  (111  East  56th  Street).  A  large  restaurant 
that  manages  to  remain  quiet,  unbustling  and  pleasant. 
The  food  is  fine,  the  chocolate  mousse  excellent. 

Unicorn  (324  East  57th  Street).  Those  who  enjoy  be- 
ing well  fed  won't  be  here. 

La  Grenouille  (3  East  52nd  Street).  Too  many  expensive 
expense-accoimt  New  York  restamants  are  decorators'  de- 
lights and  gourmets'  dismays.  Here  the  surroundings  are 
nothing  and  the  food  is  everything.  I  have  eaten  in  no 
New  York  restaurant  where  every  dish  is  so  consistently 
superb.  The  customers  may  be  a  mixed  bag,  but  one  bag 
they  have  in  common  is  a  love  of  the  finest  food  and 
knowing  where  it's  at — La  Grenouille. 


NEPOTISM 

A  very  good  thing  on  occasion. 
Like  if  the  occasion  is  you 
or 
me. 


—Malcolm  S.  Forbes. 

Editbr-in-Chief 


Your  System  360  deserves  the 

easiest-to-read  display  in  the  industry: 

the  new  DatagraphiX  1110. 


SEE  FOR  YOURSELF 

THIS  IS  AS  l)N-RETOUCHED  PHOTOGRAPH  OF  THE  ACTUAL  TUBE  FACE      , 

IN  THE  NEU  STROneERG  DATAGRAPHIX  Ul«  DATA  ENTRV  AND 

RETRIEVAL  COMPUTER  DISPLAY  TERMINAL .NOT  ICE  HOU  THESE  LETTERS 

ARE  JUST  AS  COMFORTABLE  TO  READ  AS  LETTERS  PRINTED  ON  A  PRINTING  PRESS. 

THIS  IS  BECAUSE  THE  DATAGRAPHIX  1U»  USES  THE  CHARACTRON  SHAPED  BEAM  TUBE 

UHICH  INSTANTANEOUSLY  PRINTS  EACH  CHARACTER  CLEARLY  ONTO  THE  TUBE  FACE 

IN  A  SINGLE  IMPRESSION*  NOT  A  PATTERN  OF  DOTS*. 


TRUTH  IS  PEOPLE  ARE  ACCUSTOMED  TO  READING  OFF  THE  PRINTED  PAGE. 
ALL  ELECTRONIC  MESSAGE  DEVICES  TAKE  SOME  GETTING  USED  TO. 
BUT  THE  NEU  DATAGRAPHIX  IIU  DISPLAY  SYSTEM  MAKES  THE  TRANSITION 
FROM  INK  TO  ELECTRONICS  A  SMOOTH  ONE. 


COMPLETELY  COMPATIBLE"  JUST  PLUG  IT  IN  .LARGE  1«  BY  1«  SCREEN 
ACCOMMODATES  BOTH  VERTICAL  AND  HORIZONTAL  FORMATS. 
INSERT  UORDS-DELETE  UORDS-  OR  ARC  COMPLETE  LINES- 
AMD  THE  TEXT  AUTOMATICALLY  OPENS  OR  CLOSES  TO  ADJUST  FOR  SPACING. 


VOUR  BUSINESS  NEVER  LOOKED  BETTER.! 


For  a  demonstration,  write 

Stromberg  DatagraphiX  1110, 

P.O.  Box  2449,  San  Diego,  Calif.  92112 

Stromberg  Datagraphics,  Inc.,  a  General  Dynamics  subsidiary 
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EMERY  S  JIM  SEAGO   ON   THE  JOB  AT  ATLANTA. 


Jim  Seago  will  tour  the  world 
before  he  goes  home. 

Jim  Seago  knows  the  shortest,  fastest  air  cargo  routes  around  the  world 

like  you  know  your  neighborhood  streets.  Who's  flying  Tuesdays  to  Tokushima? 

Where  does  the  Airline  X  daylighter  outpace  Airline  Y's  overnighter?  As  a 

routing  specialist,  Jim  Seago  is  an  ace,  hut  in  the  Emery  deck  we  have  enough 

aces  like  Jim  to  populate  over  100  Emery  offices  around  the  world. 

The  deck  is  sort  of  stacked — in  your  favor. 


Forbes 


Washington  Wakes  up  to  the  Conglomerates 

It  took  a  long  time,  but  official  irritation  over  conglomerates 
could  lead  to  drastic  government  action  soon.  Will  it  be  wise? 


Such  is  the  concern  in  official  W'asli- 
ington  over  the  proliferation  o*^  tender 
offers,  takeovers  and  other  forms  of 
invoiuntar)  merger  that  there  are 
plentv  of  senators  and  cotigressmen 
who  are  itching  to  have  at  the  con- 
glomerates. "All  that's  needed  to  set 
it  off,"  says  Representative  John  E. 
Moss  (Dem.,  Calif.),  "is  some  bad 
performance,  some  stockholders  hurt 
or  some  evidence  of  fraud." 

Congressmen  and  bureaucrats  alike 
are  convinced  that  abuses  are  build- 
ing up,  abuses  that  existing  !avvs  seem 
somehow  incapable  of  dealing  with. 
The  worr\  is  that  possible  collapses 
and  scandals  could  one  day  cause  such 
a  public  outcry  that  Congress  and  the 
Executive  branch  will  move  to  tighten 
up  the  laws  governing  these  matters — 
worry  lest  legislation  passed  imder 
the  pressure  of  public  outrage  may 
hinder  legitimate  and  healthy  merger 
activity.  Straws  in  the  wind,  per- 
haps, are  the  new  guidelines  for  tex- 
tile mergers  recently  issued  (  Forbes, 
Veh.  I )  by  the  Federal  Trade  Com- 
mission, which  in  effect  discouraged 
umj  textile  mergers  that  would  result 
in  companies  over  a  certain  :;ize  ($300 
n.illion)  in  sales  or  assets  or  which 
would  possess  more  than  a  modest 
share — usually  5%  to  10% — of  a  given 
market. 

T/ie  Loca/  Angle 

This  is  not,  one  should  hasten  to 
state,  a  case  of  artful  dodgers  in  the 
E.xecutive  branch  whipping  up  a  hue 
and  cry  that  would  eventually  involve 
Congress.  There  are  plenty  of  senators 
and  congressmen  who  are  already 
concerned  and  active  without  any 
prodding.  .After  all,  it  was  Senator 
Philip  A.  Hart  (Dem.,  Mich.),  chairman 
of  the  Senate  Antitrust  Subcommittee, 
who  launched  the  FTC  last  year  on 
its  current  major  study  and  report  on 


conglomerates,  now  scheduled  to  ap- 
pear in  the  late  spring. 

Congressional  concern  over  con- 
glomerates does  not  stem  from  any 
abstract  dislike  for  their  economic 
significance,  but  because  of  their 
often  alarming  effects  on  Congressional 
constituencies.  It  is  the  local  impact 
of  corporate  takeo\ers  that  constitutes 
the  rub.  "There  haven't  been  any  real 
signs  of  support  until  now  for  action 
on  conglomerates, "  sa\s  Moss,  "be- 
cause the  public  hasn't  been  alerted 
to  the  machinations,  the  maneuvering, 
of  some  of  the  men  running  these 
companies. "  What  does  the  alerting 
is  the  local  impact  of  takeovers. 

For  example,  .Moss  reports  that  in 
his  own  state  "There  was  a  real  fuss 
when  American  Cieneral  hisu:ance  of 
Houston  tried  to  take  over  California 
Western  States  Life  hisurance.  Cali- 
fornia   Western    stockholders    blocked 


a  direct  takeover,  but  now  American 
General  is  buying  blocks  of  stock." 

Almost  the  entire  Maryland  delega- 
tion rose  up  last  year  to  fight  against 
the  proposed  takeover  of  Baltimore- 
headquartered  Commercial  Credit  Co. 
by  Loews  Theatres.  The  Maryland 
delegation  "lobbied  like  hell,"  says  a 
House  Commerce  Committee  staff 
member,  "to  help  get  quick  passage 
of  the  SEC  Takeover-Hid  Bill"— 
which  recjuires  fuller  disclosure  of  in- 
tent, participants,  etc.  in  takeovers. 

Farther  up  the  East  Coast,  Massa- 
chusetts Republican  Representative 
Hastings  Keith,  whose  district  is  in 
the  Cape  Cod-New  Bedford  area,  last 
month  blew  his  cool  and  introduced 
a  resolution  directing  the  "Civil  Aero- 
nautics Board,  Interstate  Commerce 
Commission,  Securities  &  Exchange 
C^ommission,  Federal  Trade  Commis- 
sion, Federal  Power  Commission  and 


Sena/or  Hari 


Representative  Patntan 


Representative  Keith 
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Federal  Communications  Commis- 
sion" to  make  a  joint  study  "with 
respect  to  the  effect  of  conglomerate 
activities  on  the  transportation  and 
communications  industries,  the  secu- 
rities markets  and  interstate  and 
foreign  commerce."  In  case  this  charge 
should  prove  too  narrow,  the  resolu- 
tion goes  on  to  refer  to  "recent  actions 
leading  to  the  control  of  aii"  carriers 
b>'  conglomerate  organizations  .  .  .  rail 
carriers  .  .  .  motor  carriers  .  .  .  water 
carriers  .  .  .  pipeline  companies  .  .  . 
and  communications  facilities." 

What  turned  Keith  on?  Some  com- 
panies in  his  district  were  being  ac- 
quired by  conglomerates  whose 
officers  were  "far  off"  and  who  could 
not  "care  less"  about  the  welfare  of 
the  Massachussets  communities  in 
question.  "The  Independent  Nail  Inc. 
of  Bridgewater,  where  I  li\'e,"  says 
Keith,  "was  acquired  by  Patrick 
Cudahy,  Inc.  of  Wisconsin.  It  had 
been  in  the  Stone  famih'  for  genera- 
tions and  is  the  biggest  employer  in 
town.  The  manager,  in  his  early  50s, 
was  'retired'  by  the  new  owner.  He 
had  been  helping  the  town.  Now  no- 
body knows  what's  going  to  happen." 

Echoes  Senator  Hart:  "What  peo- 
ple ha\en't  realized  is  that  often  the 
freedom  of  a  whole  community  is 
threatened.  Some  guy  thousands  of 
miles  away  is  determining  your  life." 

Some  of  Keith's  informaticn  on  the 
subject  came  from  a  prize-winning 
series  of  articles  in  the  Worcester 
(Mass.)  Daily  Telegram  by  Reporter 
Robert  A.  Foster.  Many  of  the  acquisi- 
tions of  local  companies,  the  series 
reported,  pepped  up  sagging  opera- 
tions. But  it  went  on  to  ask:  "Does  a 
coiporation  in  Cleveland  or  Tacoma 
care  about  the  United  Fund  appeal  in 
Whitins\ille  or  Fitchburg?  Can  a 
corporation  based  in  Pittsburgh  be 
expected  to  lighten  the  duties  of  a 
vice  president  while  he  serves  as 
mayor  of  Worcester?" 

No  Lazk  of  Support 

If  senators  and  congressmen  often 
generate  their  own  concern  about  the 
conglomerates,  that  is  not  to  suggest 
that  the  executive  agencies  in  Wash- 
ington have  been  unresponsive.  The 
forthcoming  FTC  study  on  conglom- 
erates, says  FTC  Commissioner 
James  M.  Nicholson,  "will  be  the  most 
significant  thing  the  Commission  has 
ever  done."  It  will,  he  promises,  pre- 
sent "massive  evidence"  complete 
with  names,  dates  and  places  as  to 
what  the  conglomerates  have  done 
and  to  whom. 

"The  conglomerates  tell  you  they 
can  put  new  management  and  tech- 
nical life  into  the  acquired  company," 
he  says.  "Then  the  merger  is  accom- 
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plished.  We  ask:  'Has  it  put  these 
new  skills  into  the  company?'  If  not, 
new  legislation  is  needed,  legislation 
that  would  specify  perfonnance." 

The  FTC  is  far  from  the  only' 
Washington  agency  with  something 
in  the  works  on  conglomerates.  For 
example,  Chairman  Manuel  F.  Cohen 
says  the  SEC  will  within  a  matter  of 
weeks  issue  a  regulation — aimed 
primarily  at  conglomerates — requir- 
ing companies  to  report  profits  by 
divisions  or  product  lines. 

Cohen  regards  the  growing  Con- 
gressional interest  in  conglomerates  as 
inevitable.  He  sees  the  conglomerates 
today  as  being  in  somewhat  the  same 
situation  as  the  utility  holding  com- 
panies were  in  the  1920s,  when  men 
like  Samuel  Insull  were  building  their 
holding  company  empires. 

Among  the  Regulators 

The  regulated  industries  are  pro- 
viding at  least  their  share  of  conglom- 
erate concern.  For  example,  legislation 
is  being  drafted  at  the  Federal 
Reserve  Board  to  regulate  the  activi- 
ties of  one-bank  holding  companies, 
now  being  set  up  by  the  dozen  to 
enable  banks  to  go  into  diversified 
ventures  and  therebv  turn  themselves 


into  conglomerates.  The  Bank  Hold- 
ing Company  Act  of  1956  exempted 
holding  companies  with  only  one 
bank  from  its  provisions,  so  as  not  to 
regulate  out  of  business  the  hundreds 
of  very  small  banks  that  operate  some 
looal  business  on  the  side.  But  now 
the  exemption  is  being  used  by  such 
giants  as  New  York's  First  National 
City  "Bank. 

For  a  wonder,  the  Fed  and  its  old 
critic.  Representative  Wright  Patman 
"(•Dem.,  Tex.),  are  in  agreement  on 
clipping  the  wings  of  the  budding 
bank  conglomerates;  Patman  plans  to 
start  hearings  on  the  subject  soon.  His 
rationale:  "Do  you  think  you'll  get 
fair  treatment  if  your  bank  owns  a 
competitor  or  a  competitor  owns  your 
bank?" 

Like  the  banks,  the  railroads  have 
also  been  forming  holding  companies 
at  a  lively  clip,  thereby  diversifying 
out  from  under  the  thumb  of  ICC 
regulation.  Says  new  ICC  Chairman 
\'irginia  Mae  Brown,  "I  worried 
about  these  conglomerates  when  the 
railroads  started  it.  So  far,  I  think  we 
can  get  enough  information  from  the 
transportation  side  of  their  business 
to  be  able  to  spot  a  siphoning  off  of 
what  should  go  to  transportation.  If 


Regulators  vs.  Conglomerates.  As  justification  for 
their  newly  discovered  concern  about  conglomerates, 
the  top  officials  of  Washington's  regulatory  agencies 
like  FTC  Commissioner  James  Nicholson  (above,  left), 
SEC  Chairman  Manuel  F.  Cohen  (above,  right)  and 
new  ICC  Chairman  Virginia  Mae  (Peaches)  Brown 
all  cite  the  presumed  impact  of  the  conglomerates 
on  the  average  man.  Cries  the  FTC's  Nicholson, 
"What  about  the  little  guy,  the  small  stockholder, 
the  railroad  passenger,  the  bank  depositor?"  Such 
people,  the  regulators  are  convinced,  represent  votes 
that  will  soon  persuade  the  legislators  of  the  justice 
of  the  anticonglomerate  cause— just  as  car-owner 
dissatisfaction   led  to  regulation   of  the   automakers. 


we  see  any  of  that,  we're  going  to 
step  in  and  hold  the  line."  For 
example,  the  ICC  has  posed  the  ques- 
tion whether  a  company  like  Ben  W. 
Heineman's  Northwest  Industiies,  the 
conglomerate-like  holding  company 
tiiat  now  controls  the  Cliicago  &  Nortli 
Western  Railway,  might  "prefer  the 
holding  company's  nontransportation 
subsidiaries  in  the  mo\ement  of  their 
products." 

Justice  Last? 

One  of  the  quietest  Washington 
corners  on  the  subject  has  been,  sur- 
prisingly, the  Department  of  Justice. 
Even  so,  Richard  \N  .  McLaren,  who 
is  slated  to  head  the  Antitrust  Divi- 
sion in  the  new^  Administration,  felt  it 
politic  to  assure  the  Senate  Judiciary 
Committee  at  a  late  January  hearing 
that  he  did  indeed  plan  to  give  "high 
priority"  to  conglomerates.  And  a  top 
stafi  lawyer  in  the  Antitrust  Division 
feels  that  now,  for  the  first  time, 
"there's  a  chance  in  Congress  for  new 
legislation  that  might  limit  the  top 
200  companies  in  some  way  from 
making  certain  acquisitions." 

Adds  a  top  legal  figure  with  excel- 
lent Administration  connections:  "The 
NL\on  Administration  might  just 
pounce  on  this  conglomerate  thing. 
After  all,  a  lot  of  Republican  manage- 
ment men  in  staid  old  steel  com- 
panies, oil  companies,  copper  com- 
panies, tire  companies  are  threatened. 
Their  jobs  are  threatened,  their  way 
of  life  is  threatened. 

"You  know,  for  the  first  time  op- 
posing conglomerates  is  getting  to 
be  re.spectable.  The  conglomerates  arc 
shaking  a  lot  of  managements  to  the 
core.  And  don  t  forget  Arthur  B. 
Burns,  the  new  economic  czar — he 
was  the  strongest  supporter  in  the 
Eisenhower  .\dministration  for  a 
really  tough  antitrust  policy. 

"Yes,  for  the  wrong  reasons,  I'll  bet 
the  Nixon  Administration  joins  the 
parade  and  jumps  the  conglomerates. 
'Conglomerate'  might  even  become  a 
dirty  word  by  the  end  of  the  year." 
>  Therein  could  lie  the  danger.  The 
very  talk  of  limiting  the  acquisitions 
of  the  "top  200"  companies  suggests 
the  rough  strokes  with  which  the  con- 
glomerates might  be  dealt,  unmindful 
of  the  need  for  shaking  up  many  a 
corporate  management.  Ironically,  the 
ultimate  damage  that  the  conglom- 
erates could  do  by  their  excesses  is 
to  generate  an  overreaction  that  could 
harm  business  as  a  whole. 

As  a  top  SEC  source  puts  it 
privately,  "The  sad  thing  is  that  when 
the  swing  comes,  it  could  go  so  far 
that  it  would  hurt  legitimate  con- 
glomerates. The  hotshots  are  lousing 
it  up  for  others."  ■ 
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Sailing  Through 

In  a  year  when  inflation  will  force  close  scrutiny 
of  the  budget,  the  Navy  seems  sure  of  getting 
its  biggest  shipbuilding  program  of  this  decade. 


The  $79-billiox  defense  budget, 
especially  those  parts  devoted  to 
advanced  weapons  systems  and  re- 
search, will  come  in  for  close  scru- 
tiny in  this  session  of  Congress.  In 
a  budget  squeeze  designed  to  com- 
bat inflation,  some  potentially  huge 
military  hardware  projects  inevita- 
bly will  be  deferred  or  cut.  The 
entire  defense  budget  is  now  un- 
dergoing reexamination  inider  new 
Defense  Secretary  MeKin  R.  Laird. 

But  the  U.S.  Navy's  shipbuild- 
ing program  promises  to  sail 
through  unhindered.  It  is  no  small 
program.  Oi  rougliK'  88  billion 
for  new  hardware  in  the  new  fiscal 
1970  budget — about  the  only  place 
where  the  budget  can  be  cut — there 
is  $2.8  billion  worth  of  authority 
for  Navy  shipbuilding,  more  than 
double  the  allocations  of  recent 
years.  Authorizations  include  a  new 
nuclear  aircraft  carrier — on  which 
$377  million  can  be  spent  this  \  car 
— three  high-speed  nuclear  subma- 
rines, a  nuclear  missile-bearing  sui- 
tace  ship,  five  gas-turbinc-powcrcd 
destroyers  and  three  troop-and-car- 
go-Ci'.rrying  logistics  ships.  Only  the 
final  item  now  seems  in  any  danger 
of  being  whittled;  the  rest  of  the 
program  ma\'  even  be  fallcHcd. 
Representative  Mendel  L.  Ri\crs, 
South  C^arolina  Democrat  and  chair- 
man of  the  House  Armed  Services 
Committee,  has  introduced  a  bill 
that  would  increase  the  figure  for 
.shipbuilding  to  $-3.8  billion,  $1  bil- 
lion more  than  the  Navy  is  ask- 
ing lor. 

How  does  the  Navy  rate  such 
treatment?  Key  members  of  Con- 
gress explain  that  the  Navy  is  ob- 
solete, with  two-thirds  of  its  ships 
over  20  years  old;  that  Navy  ship- 
building has  been  neglected  under 
former  Defense  Secretary  Robert  S. 
McNamara;  and  finally,  that  the 
Russians  are  coming.  Reported 
buildup  of  the  Soviet  fleet,  plus 
that  fleet's  high  visibility  in  the 
Mediterranean,  has  given  Congress 
an  issue  on  which  it  can  hang  in- 
creased appropriations  for  the  senior 
service. 

Also,  says  House  Republican 
Whip  Leslie  C.  Arends  of  Illinois, 
"We  have  to  begin  to  nuclearize 
our  Navy."  The  argument  runs  that 
nuclear  propulsion  frees  the  Navy 
from  petroleum  logistics  and  there- 


by increases  flexibility.  But  the  ac- 
ceptance of  nuclearization  for  the 
Navy  is  a  \'ictory  most  of  all  for 
cantankerous  Admiral  Hyman  G. 
Rickover,  who  for  years  has  battled 
the  Defense  Department  as  well 
as  other  military  men  for  nuclear 
propulsion. 

The  program  has  bipartisan  sup- 
port. Sa\s  Senator  John  G.  Tower, 
Texas  Republican,  "That  was  a 
good  Republican  budget  that  Clark 
Clifford  [Johnson  Administration 
Defense  Secretary]  proposed.  We 
have  been  asking  for  those  sub- 
marines for  \ears."  Senator  Richard 
B.  Russell,  Georgia  Democrat  and 
head  of  the  powerful  Appropria- 
tions Committee,  deplored  the  lack 
of  a  shipbuilding  program  in  a 
speech  in  Congress  late  last  year. 
Critics  of  defense  spending  will 
face  the  argument  that  the  Navy's 
shipbuilding  program  is  simply  a 
replacement  of  obsolete  equipment. 

Air-fo-Sea  Shift 

With  money  harder  to  get  for 
other  weapons  systems,  defense 
spending  will  sliift  somewhat  as  a 
result  of  tliis  budget  to  companies 
producing  waterborne  as  opposed 
to  airborne  hardware.  Newport 
News  Shipbuilding  &  Drydock, 
now  part  of  Tenneco  Inc.,  is  build- 
ing one  nuclear  carrier,  will  be 
bidding  hard  to  build  another.  Lit- 
ton Industries'  expanded  shipyard 
at  Pascagoula,  Miss,  will  be  bidding 
on  all  the  ships  in  the  program, 
submarines  included.  This  means 
competition  for  General  Dynamics' 
Electric  Boat  division,  traditional 
builder  of  nuclear  subs.  In  propul- 
sion s\'stems,  General  Electric  and 
Westinghouse  with  their  nuclear 
capabilities  lead  hundreds  of  com- 
ponent suppliers. 

The  new  budget  envisions  a 
S3..5-billion  cut  in  Vietnam  expen- 
diture but  adds  on  some  $4  billion 
for  new  military  programs.  Many 
in  Congress  see  the  Pentagon  lay- 
ing the  groundwork  to  recapture 
the  bulk  of  the  eventual  "peace 
dividend"  after  Vietnam,  and  that 
$4  billion  will  get  a  critical  going 
over.  But  the  Navy  is  looking  for- 
ward with  more  confidence  than 
it  has  had  in  years  to  a  Mar.  1 
beginning  on  contract  development 
for    its    shipbuilding   program.  ■ 
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Rebirth  of  the  Warrant 

Warrants  have  risen  from  the  ashes  of  the  past  to  become 
major  devices  for  acquisitions  and  speculation.  If  you  like  the 
stock,  you'll  love  the  warrant,  but  love  is  a  dangerous  emotion. 


"Warrants  should  be  bought,"  wrote 
the  late  Burton  Crane,  financial  re- 
porter for  The  New  York  Times, 
"when  most  of  the  hope  is  squeezed 
out  of  them."  Using  Crane's  Law,  it 
would  seem  that  there  has  rarely  been 
a  worse  time  to  buy  warrants.  Not 
since  the  Twenties  have  these  "se- 
curities" been  coming  out  in  such 
numbers,  and  not  since  the  Twenties 
have  they  been  so  liberally  capitaliz- 
ing hope. 

Warrants  do  not  represent  owner- 
ship of  anything.  They  are  really  op- 
tions, options  to  buy  a  given  security 
for  a  certain  period  of  time  at  a  cer- 
tain price.  Theoretically,  a  warrant 
has  no  value  unless  the  stock  sells 
over  the  option  price.  Nevertheless 
the  element  of  hope  in  them  is  worth 
something,  especially  in  these  highly 
speculative  days.  Thus  all  but  a  hand- 
ful of  warrants  in  the  listing  sell  at 
substantial  premiums  over  what  they 
would  be  worth  if  the  options  were 
excercised  now.  Why,  then,  buy  the 
warrants?  Why  not  buy  the  common 
stock?  Simply  because  the  expectation 
is  that  if  the  common  stock  goes  up, 
the  warrants  will  go  up  even  more. 

Here's  a  simple,  hypothetical  ex- 
ample. A  stock  sells  at  20.  The  war- 
rant entitles  the  holder  to  buy  a  share 
at  $20.  In  theory,  therefore,  the 
warrant  even  without  a  premium  is 
worth  nothing.  In  fact,  in  today's  mar- 
ket the  warrant  could  easily  sell  for 
$10.  Why?  Because  if  the  stock  should 
soar  to,  say,  50,  the  warrant  would 
be  worth  $30  on  exercise.  Thus  the 
warrant  holder  would  get  a  200% 
profit,  while  the  common  would  gain 
only  150%.  The  "leverage  factor"  col- 
umn in  the  table  on  page  27  assumes 
that  the  warrant  goes  up  point  by 
point  with  the  stock. 

Would  the  stock  ever  go  up  that 
much?  And  is  the  extra  element  of 
possible  gain  worth  the  extra  element 
of  risk?  Well,  today's  market  seems 
to  think  so.  Nevertheless,  the  element 
of  gambling  is  there  and  it  is  very  real. 
If  speculative  hope  should  give  way 
to  speculative  fear,  the  warrant  could 
plunge.  Again,  taking  the  hypothetical 
case,  let's  assume  the  stock  should 
drop  to  10,  down  50%.  It  is  quite 
conceivable — and  it  has  happened — 
that  the  warrant  could  drop  to  $2 
or  $3— down  70%  or  80%.  Or  it  could 
even  drop  to  almost  nothing. 

Every  business  area  has  its  legends, 
and  certainly  the  most  famous  war- 
rant within  recent  memory  has  been 


the  Tri-Continental  Corp.  warrant.  Tri- 
Continental  is  a  closed-end  invest- 
ment company  that  holds  pretty  much 
a  cross  section  of  the  Dow-Jones 
industrial  average.  In  1942  the  DJI 
was  doing  badly,  and  Tri-Continental 
was  doing  worse.  Its  warrants  were 
next  to  worthless.  They  carried  the 
right  to  buy  1.27  shares  of  Tri-Conti- 
nental common  for  $22.25.  The  stock 
was  so  hopelessly  far  away  from  con- 
version value  that  the  market  placed 
almost  no  value  at  all  on  the  use 
of  the  warrant's  leverage — a  value  of 
only  3  cents.  It  traded  almost  en- 
tirely for  tax-loss  purposes. 

This  was  truly  a  warrant  "with 
the  hope  squeezed  out  of  it."  Tri- 
Continental  warrants  were  such  a  joke 
that  Arthur  Wiesenberger,  who  was 
bringing  out  the  first  edition  of  his 
reference  book  on  closed-end  funds, 
planned  to  use  the  Tri-Continental 
warrant  certificates  as  the  end-papers 
in  each  book.  Legal  considerations 
prevented  this,  but  the  cost  would 
have  been  about  the  same  as  using 
blank  paper. 

If  Wiesenberger  had  followed  his 
plan,  each  of  those  $5  books  to- 
day would  be  worth  $7,500.  From 
1942  on,  the  DJI  rose,  Tri-Continental 
rose  even  more,  and  Tri-Continental 
warrants  exploded.  An  investment  of 
$312  in  Tri-Continental  common  at 
its  1942  low  is  worth  $29,000  today, 
but  a  1942  investment  of  $312  in 
Tri-Continental  warrants  today  is 
worth  around  $703,000. 

Rarely  has  such  leverage  been  du- 
plicated, but  there  have  been  other 
spectacular  and  more  recent  warrant 
perforaiances.  From  1956  to  1960 
General  Tire  warrants  rose  from  $4.50 
to  $206,  up  4,460%,  while  General 
Tire  common  rose  from  $50  to  $280, 
up  460%.  In  the  1962  market  decline. 
United  Air  Lines  common  was  sell- 
ing for  20,  warrants  for  4/4.  Three 
years  later  United  Air  Lines  common 
multiplied  seven  times  to  149,  but 
the  warrants  rose  28  times  to  126. 

But  remember  this:  These  were 
cases  where  the  hope  was  squeezed 
out.   That   is   hardly  the   case   today. 

The  leverage  works  the  other  way, 
of  course,  and  that  is  why  warrants 
were  so  much  out  of  favor  during 
and  after  the  Depression.  The  war- 
rants of  American  &  Foreign  Power 
Co.,  for  example,  sold  at  a  high  of 
175  each  during  1929,  and  had  a 
combined  market  value  of  over  $1 
billion.    American   &    Foreign    Power 


remained  solvent  during  the  Depres- 
sion, but  in  a  recapitalization  com- 
pleted in  1952  the  warrants  were 
assigned  no  value. 

It  was  not  until  the  Sixties,  as  a 
matter  of  fact,  that  warrants  once 
again  became  popular.  "When  I  wrote 
my  book  in  1949,"  says  Sidney  Fried, 
author  of  The  Speculative  Merits  of 
Common  Stock  Warrants,  "there  were 
aboqt  six  warrants  in  existence.  Now 
they  are  being  issued  at  about  six  per 
week."  Fried  is  now  an  editor  for 
-warrant  authorities  R.H.M.  Associates, 
who  pubHsh  a  warrant  survey  that 
as  recently  as  1967  covered  95  war- 
rants. By  late  last  year  it  was  cover- 
ing 130  warrants.  Included  among  the 
new  items  are  warrants  issued  by 
AMK,  Braniff  Airways,  Ling-Temco- 
Vought,  Lease©  Data  Processing  and 
Wilson  &  Co. 

A  warrant  is  pure  speculation.  It 
has  no  voting  rights,  pays  no  divi- 
dends and  has  no  claim  on  the  as- 
sets of  the  company.  It  is  ignored 
in  figuring  per-share  earnings.  This 
is  precisely  why  so  many  money  men 
are  using  them  today. 

According  to  L.  Jay  Tenenbaum, 
a  Goldman,  Sachs  partner  specializing 
in  arbitrage,  the  rebirth  of  warrants 
came  in  the  late  Fifties  and  early 
Sixties  with  private  placements  of 
debt.  With  money  harder  to  get  and 
inflation  getting  worse,  institutions 
began  to  ask  for  a  piece  of  the  action. 
"A  company  would  go  to  a  big  in- 
surance company,"  Tenenbaum  says, 
"and  ask  them  to  take  up  some  deben- 
tures for,  say,  $10  million.  The  in- 
surance company  would  tell  them  to 
sweeten  the  deal,  so  the  company 
would  give  warrants." 

Numbers  Game 

What  really  got  warrants  off  the 
ground  in  the  mid-Sixties  was  the 
unfriendly  takeover.  Such  conglom- 
erates as  LT\'  and  Gulf  &  Western 
Industries  began  using  warrants  in 
the  packages  they  offered  sharehold- 
ers. These  conglomerates  could  have 
offered  their  own  common  stock  ex- 
clusively, except  for  one  stumbling 
block.  Unless  one  company  acquires 
at  least  80%  of  a  second  company's 
stock,  the  deal  does  not  qualify  as 
a  tax-free  exchange.  Thus  in  many 
of  these  takeovers  the  selling  share- 
holder had  to  pay  capital-gains  taxes 
on  the  securities  he  received,  so  the 
deals  were  sweetened  with  warrants. 
It  was  a  way  of  paying  for  assets 
with  more  paper — paper  that  neither 
diluted  earnings  nor  affected  the  bal- 
ance sheet. 

This  no-dilution  feature  quickly 
made  warrants  beloved  of  the  take- 
over types.  They  also  could  have  used 
convertible  debentures  for  the  same 
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purpose,  but  for  one  big  accounting 

difference.  At  the  point  where  about 

50'r  of  the  value  of  the  convertible 

an  be  attributed  to  its   stock  char- 

.^teristics,  the  accountants  are  putting 

pressure  on   companies   to   take   into 

ccount    the    dilution    factor    of    the 

nvertibles.  This,  of  course,  reduces 

current  earnings  per  share.  Warrants, 

by    contrast,    are    a    way    of    raising 

money    without    giving    any    current 

\  alue  in  assets  or  equit>\ 

■■.\fter   Gulf  &  Western's  offer  for 

jnsolidated     Cigar,"     says     Tenen- 

lum,  "Wall  Street  saw  that  warrants 

uld  be  a  successful  part  of  a  total 

iider     package.     And     since     Wall 

^  reet  is  essenlialK   a  bunch  of  cop\- 

its,  e\er>one  picked  up  the  warrant 

.tud  used  it  as  part  of  a   merger  or 

debt  package."  Says  Professor  Samuel 

Haves     III     of     Columbia     Business 


School:  "Companies  like  LT\'  and 
Gulf  &  Western  made  the  warrant 
suddenly  respectable." 

In  any  case,  the  warrant  is  still 
growing  in  popularity.  Such  compa- 
nies as  U.S.  Smelting  and  Bangor 
Punta,  in  fact,  have  begun  to  issue 
warrants  as  dividends.  They  do  this 
to  establish  a  public  market  for  their 
warrants,  which  might  pro\e  useful 
in  making  acquisitions. 

The  benefits  to  the  buyer  are  less 
clear-cut.  Some  financial  men,  assum- 
ing an  air  of  erudition,  come  up  with 
fancy  formulas.  By  one  such  formula 
a  warrant  should  be  worth  405f  of  the 
exercise  price — minus  or  plus  50%  of 
the  difference  between  the  e.xercise 
price  and  the  common's  market  price. 
That  is,  a  warrant  may  be  exercisable 
when  the  common  stock  reaches  40, 
but   the  common  is  selling  for  only 


30.  The  warrant  should  therefore  sell 
at  16  (40%  of  the  exercise  price) 
minus  5  (50%  of  the  difference  be- 
tween the  exercise  price  and  the  com- 
mon's market  price);  that  is,  it  should 
sell  at   11. 

The  professionals  admit,  however, 
that  such  rules  of  thumb  are  very 
rough  indeed.  "You  must  realize  this 
is  hardly  a  hard  and  fast  rule,"  says 
Tenenbaum.  "Just  remember  that 
leverage  is  leverage,  and  that  if  you 
can  make  more  on  the  upside  with 
your  investment,  you  can  lose  just 
as  much  on  the  downside." 

It  is  better,  therefore,  to  throw 
away  the  formulas  and  the  slide  rule 
and  simply  state  this:  The  market 
price  of  a  warrant  is  its  conversion 
value — if  any — multiplied  by  hope. 
Define  hope  and  confidence  and  you 
define  the  value  of  a  warrant.  ■ 


r 


Which  Martini? 


■"^ 


The  difference  between  common  stock  and  warrants  is  the  difference  between  a  mild  cocktail 
and  a  straight  hooker.  Warrants  offer  a  thoroughly  intoxicating  double  leverage  (see  s\ory), 
but  the  hangover  also  can  be  several  times  as  bad.  Most  of  the  warrants  listed  below  have 
looked  quite  good  in  a  market  that  may  be  in  any  stage  from  the  second  to  the  sixth  martini. 


P .^^  T 

Common 
ts»      Share 

Shirts 

Premium 

Warran 

s 

ptf 

Expiration 

Exercise 

—Current  Prices- 

over 

Leverage 

(outstanding 

, 

^>rice  Range  1968-69 , 

Cwnpany 

Warrant 

Date 

Price 

Warrant 

Stock 

Price 

Factor" 

in  thousands) 

Warrants* 

Common  Stock 

AMK 

2 

3  78 

$  69.00t 

$  45.00 

$  50.00 

14% 

222% 

300 

4,008 

52 

31 

58%- 

421/4 

Alleghany  Corp. 

Perpetual 

3.75 

22.00 

25.25 

2 

115 

564 

6,932 

25 

■     9 

28% 

121/4 

Allegheny  Airlines 

3/72° 

13.00t 

18.12 

25.75 

21 

142 

108 

3,084 

19% 

7V4 

281/4 

13% 

Allied  Products 

1983 

58.00t 

19.00 

47.00 

64 

247 

194 

1,720 

25 

12 

633/4. 

33% 

Atlas  Corp. 

Perpetual 

6.25t 

5.00 

7.00 

61 

140 

5,023 

14,227 

4V4 

2% 

8y4- 

43/4 

"Automatic"  Sprinkler 

10/15/73' 

30.00 

9.50 

25.12 

57 

264 

3,174 

6,616 

12     - 

8 

74     - 

201/7 

Branift  Airways 

1986 

73.00t 

28.50 

22.75 

49 

239 

60 

17,981 

40     - 

15 

3OV4- 

I61/4 

Commonwealth  United 

11/15  78 

17.25 

13.25 

21.25 

44 

160 

2,286 

7,396 

13     - 

7 

24%- 

63/4 

Cooper  Tire  &  Rubber 

7  31/69 

30.00 

51.50 

27.25 

0 

159 

69 

1,797 

70     - 

42 

331/7- 

231/7 

Far  West  Financial 

11/69' 

21.50 

12.00 

23.12 

45 

193 

128 

1,389 

15     - 

2V4 

291/2- 

7^/8 

Frontier  Airlines 

3/87 

12.06t 

9.87 

14.62 

50 

148 

595 

3,894 

11%- 

6y« 

20%- 

9% 

Fuqua  Industries 

12/73 

44.00t 

17,25 

45.50 

35 

264 

317 

3,781 

19    - 

11 

471/?- 

32% 

SAC  Corp.  (1976) 

6/14/76 

21.50 

36.00 

58.25 

-1 

162 

78 

3,243 

451/,- 

123/4 

66%- 

28 

Gulf  &  Western  Ind. 

1/78 

55.00 

16.87 

47.00 

53 

279 

529 

15,121 

28V4- 

13% 

66%- 

38'/8 

Indian  Head 

5/70' 

20.00 

24.50 

39.25 

13 

160 

400 

3,071 

30    - 

16V« 

461/2- 

291/2 

Kalvar  Corp. 

6/74 

83.62  • 

152.50 

208.50 

13 

137 

21 

297 

260    - 

70 

290     - 

134 

LTV  Aerospace 

8/78 

28.50t 

23.00 

39.25 

31 

171 

1,200 

4,258 

28    - 

183/4 

46     - 

263/4 

LTV  Ung  Altec 

5/78 

17.00 

7.12 

13.87 

74 

195 

600 

3,533 

9%- 

5% 

233/4- 

11% 

Leasco  Data  Processing 

7/87 

41.25t 

100.00 

131.00 

8 

131 

395 

2,723 

108     • 

57 

143     - 

703/4 

Leasco  Data  Processing 

6/78 

87.00 

67.75 

131.00 

18 

193 

2,805 

2,723 

78     - 

30 

143     ■ 

703/4 

Lemer  Stores 

8/82 

15.00 

14.87 

25.50 

17 

171 

1,001 

4,222 

18    - 

73/4 

30%- 

161/2 

Levin-Townsend  Comp. 

1/15/79 

50.00t 

27.50 

54.50 

42 

198 

240 

2,844 

41     ■ 

22 

673/4. 

47% 

Ung-Temco-Vought  "550" 

1/72 

50.00 

40.00 

88.50 

2 

221 

206 

4,809 

73     - 

30 

1353/4- 

80 

king-Temco-Vought  "$150' 

•    1.1127 

1/78 

103.35t 

37.37 

88.50 

43 

264 

4,300 

4,809 

84     - 

35 

1353/4- 

80 

McCrory  (New) 

3/76' 

20.00 

14.62 

33.87 

2 

232 

336 

4,805 

21     - 

7 

36'/8- 

221/2 

National  General  Corp. 

0.28547 

2/28/69' 

15.65 

7.37 

41.62 

94 

161 

375 

3,512 

lOVr 

3 

6oy?- 

21 

Okonite 

7/78 

28.00t 

12.75 

27.75 

47 

218 

625 

2,943 

20     - 

sy? 

391/7- 

253/4 

Pancoastal 

12/31/69' 

2.50 

1.12 

2.12 

71 

189 

423 

5,080 

ly?- 

y? 

2%- 

2 

Recognition  Equipment 

7/15/69 

25.00 

245.00 

66.75 

1 

109 

60 

4,649 

365     - 

120 

101     - 

381/2 

Seaboard  World  Air  '10  yr.' 

8/69' 

7.00 

27.25 

34.25 

0 

126 

7 

4,691 

30    • 

13 

383/4- 

19 

Signal  Companies '1959' 

i.iett 

9/69 

66.00 

24.50 

77.50tt  1 

367 

104 

2,047tt  42     - 

22 

951/4- 

65i/2tt 

Signal  Companies '1961' 

l.lltt 

4/71 

46.00 

42.50 

77.50tt  3 

202 

70 

2,047tt  54     - 

29 

951/4- 

65y2tt 

Strategic  Systems 

2/28/69' 

4.50 

29.50 

32.00 

6 

108 

60 

846 

36     - 

5 

44     - 

83/4 

Tandy  Corp. 

12/31/69 

s.oot 

81.50 

92.50 

-2 

113 

53 

1,924 

N.A. 

100     - 

45 

Textron 

5/69' 

7.50 

33.37 

39.75 

3 

119 

725 

26,816 

491/2- 

32 

5778- 

391/2 

Trans  World  Airlines 

12/73 

22.00t 

32.50 

47.62 

14 

147 

2,604 

9,982 

36     - 

22 

501/4- 

35 

Tri-Continental  Corp. 

2.68 

Perpetual 

22.59 

72.62 

33.87 

5 

125 

408 

16,527 

72     - 

50 

36%- 

27 

United  Canso  Oil  &  Gas 

3/31/69* 

3.75 

3.40 

7.00 

2 

206 

500 

5,498 

4V4- 

1 

778- 

6% 

Webb,  Del  E. 

12/75' 

.       6.25 

8.25 

13.62 

6 

165 

800 

6,595 

11     - 

3 

17     - 

63/4 

Wilson  &  Co. 

9/15/78 

33.25t 

12.25 

33.50 

36 

273 

1,000 

4,027 

14     - 

10 

37%- 

241/4 

Source:    R.H.M.    Associates 

ind    Forbes. 

'New    terms    after    this    date. 

tA   senior 

security    i 

s    usable    at    par 

in    lieu    o 

(    cash    wl 
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The  Great  American  Get -Together 

Without  them,  the  hotel  business  would  be  lousy,  and  theairlines  would  have  a  lot  more  empty 
seats.  A  good  many  major  cities  would  be  poorer,  and  Las  Vegas  wouldn't  have  a  building 
boom.  We're  not  talking  about  vacationeers.  We're  talking  about  conventioneers  who  spend 
$7  billion  a  year  to  talk  business,  hear  speeches,  observe  ritual  and  just  plain  live  it  up. 


Here  they  come:  Accountants  and 
chiropodists.  Biscuit  bakers  and  broad- 
casters. Chemists  and  coin-laundry 
operators,  dentists  and  dry  cleaners. 
Systems  analysts.  Salesmen.  Stenogra- 
phers and  steel  workers.  Just  about 
everybody,  from  tailors  to  taxidermists 
to  top  executives. 

Here  come  the  conventioneers — 
flocking  to  some  300,000  meetings,  40 
million  strong  last  year  and  growing 
in  number  all  the  time.  "Back  in  the 
Fifties,"  says  Philip  Harrison,  pub- 
lisher of  Sales  Meetings  magazine, 
"there  were  about  20,000  association 
conventions  a  year."  The  number  was 
up  75%  to  35,130  last  year,  attended 
by  some  12  million  people,  conducted 
by  everyone  from  the  American  Medi- 
cal Association  to  the  National  Crush- 
ed Stone  Association. 

Of  these,  6,330  were  international 
or  national  conventions,  while  nearly 
five  times  as  many,  28,800,  were  state 
or  regional  association  conventions. 
While  the  number  of  association-spon- 
sored conventions  has  been  growing, 
the  number  of  corporation  meetings 
has  been  growing  at  an  even  greater 
rate.  Business  meetings  have  become 
a  great  industry.  In  the  Fifties  there 
were  about  60,000  to  70,000  of  them 
a  year.  The  number  has  since  quad- 
rupled to  over  280,000  with  an  esti- 
mated attendance  of  about  28  million 
in  1968. 

Altogether,  this  makes  convention- 
eering  a  very  big  if  unsung  business. 
According  to  Harrison,  at  least  $6 
billion  was  spent  on  conventions  and 
business  meetings  last  year — $2.2  bil- 
lion for  all  association  conventions 
and  $3.9  billion  for  corporate  meet- 
ings and  participation  in  trade  shows 
and  exhibitions. 

That  includes  only  what  is  spent 
to  put  on  conventions  or  to  attend 
them.  In  addition,  delegates  spent 
upwards  of  $1  billion  for  transporta- 
tion to  and  from  association  and  cor- 
porate meetings.  Add  it  all  up  and 
you  have  at  least  a  $7-billion  business. 
The  dollars  spent  for  conventions 
and  business  meetings  have  enormous 
economic  significance  for  cities,  ho- 
tels, airlines  and  the  whole  fast-grow- 
ing tourist  and  travel  business  and 
its  related  services. 

For  example,  the  average  delegate 
to  a  national  convention  spends  about 
$35  a  day  for  hotels,  food,  car  rental 


Rivals?  So  important  is  con- 
vention business  that  the  New 
Yorfc  Hilton  (above)  joins 
hands  with  arch-rival  Loevv's 
Americana  (below),  a  half  a 
block  away,  in  mailing  joint 
promotions  to  lure  convention 
business.  Atlantic  City  (far 
right)  recently  floated  a  $15- 
million  bond  issue  to  expand 
its  convention  center  by  60% 
to  maintain  its  traditional  posi- 
tion on  the  convention  circuit. 


and  entertainment,  according  to  Jo- 
seph S.  Turner,  executive  manager 
of  The  International  Association  of 
Convention  Bureaus.  This  means  that 
a  city  playing  host  to  a  four-day, 
10,000-delegate  meeting  will  take  in 
close  to  $1.4  million  that  wouldn't 
have  been  spent  there  otherwise. 

Some  conventions  attract  really  big 
spenders.  The  41,000  delegates  who 
attended  the  25th  annual  convention 
of  the  National  Association  of  Home 
Builders  in  Houston  last  month,  says 
the  association's  director  of  conven- 
tions and  meetings,  Don  S.  Vaughn, 
spent  close  to  $10  million  in  the  five 
days  they  were  there.  That  was  an 
average  of  about  $50  a  day  each. 

A  place  Uke  Atlantic  City,  of 
course,  could  not  live  without  con- 
ventions. (With  only  60,000  resi- 
dents, it  pulls  up  to  500,000  con- 
ventioneers a  year.)  But  conventions 
are  economically  important  even  to 
New  York  City  (population:  8  mil- 
lion). "Last  year  we  had  12,733,350 
delegates  to  812  conventions,  and 
they  spent  $267  million  in  the  city,' 
says  Charles  Gillett,  executive  vice 
president  of  the  New  York  Conven- 
tion &  Visitors  Bureau.  "They  also  re- 
turned home  to  promote  further  travel 
by  others  to  the  city."  To  New  York, 
the  last  is  vital  because  tourists  bring 
an  estimated  $1.5  billion  into  the  city 
every  year. 

While  conventions  are  important 
to  a  city's  total  economy,  they  are 
crucial  to  hotels.  For  almost  half  of 
what  an  association  convention  dele- 
gate spends  goes  to  the  hotel  that 
houses  him,  either  for  his  room  or 
his  meals.  The  rest  is  spent  for  food 
and  drinks  elsewhere  in  town,  pur- 
chases in  retail  stores,  local  trans- 
portation,   sightseeing    and    the    like. 

"The  hotels  of  the  future  that  are 
going  to  be  successful  are  those  that 
are  all-purpose,  accommodating  con- 
ventions as  well  as  pleasure  travel," 
according  to  James  C.  Collins,  sales 
vice  president  of  the  Hilton  chain. 

Today  most  big  hotels  in  most  major 
cities  already  are  dead  if  they  do  not 
do  a  sizable  convention  and  corporate 
meeting  business.  "Depending  on  the 
size,  type  and  location  of  the  hotel," 
says  Frank  W.  Berkman,  executive 
vice  president  of  the  Hotel  Sales  Man- 
agement Association,  "conventionSj 
and  corporate  meetings  could  range^ 
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anv'where  from  25?  to  65%  of  their 
total  business." 

"We  get  about  40?  of  our  business 
in  our  chain  from  conventions  and 
corporate  meetings,"  says  Preston 
Robert  Tisch,  president  of  the  14-unit 
Loew's  Hotels.  "We  built  the  Amer- 
icana in  New  York  specifically  as  a 
convention  hotel  with  its  2,000  rooms, 
five  restaurants,  ten  ballrooms  and 
41  public  rooms." 

Hotelmen  like  Tisch  love  conven- 
tions for  a  lot  of  reasons.  For  one 
thing,  they  help  fill  up  "the  property" 
(as  hotelmen  call  a  hotel  or  motel)  in 
the  off  season  and  in  the  Sunday- 
through-Thursday  "dead  time"  when 
room  occupancy  is  normally  quite 
low.  For  another,  "a  convention  or 
meeting  delegate  is  not  like  an  aver- 
age guest  who  may  eat  one  meal  in 
a  hotel  and  do  the  town  in  the  rest  of 
the  time  he  and  his  wife  are  here," 
says  Tisch.  "If  he's  booked  with  us, 
more  often  than  not  it's  for  break- 
fast, lunch  and  dinner  for  the  three 
or  four  da\s  he's  with  us.  Or  pretty 
close  to  that.  It  depends  on  the  kind 
of  meeting  it  is,  of  course." 

So  lucrative  are  conventions  that 
convention  hotels  will  go  almost  to 
any  lengths  to  dnim  up  business.  For 
the  past  few  years,  for  example,  Del 
Webb's  Sahara  Hotel  in  Las  \'egas 
has  run  an  annual  World  Airlines 
Christmas  party,  attended  by  a  total 
of  about  10,000  airline  personnel  wIkj 
come  in  and  out  over  a  two-week 
period.  Being  airlines  employees,  most 
of  them  can  get  to  Las  Vegas  for 
practically  nothing.  "We  give  them 
special  rates  for  rooms  when  they  get 
here,"  says  Sales  Nice  President  Sig 
Front.  Whatever  it  costs,  the  hotel  is 
worth  it.  Front  can  be  assured  that 
there  is  an  employee  in  every  major 
airline  in  the  countrv'  who  is  prepared 
to  extol  the  virtues  of  the  Sahara  as 
a  convention  or  tourist  site. 

Spreading  the  word  does  not  hurt 
the  airlines  a  bit,  either.  For  the  air- 
lines also  are  becoming  more  and 
more  dependent  on  convention  and 
"business-meeting  business.  A  little 
over  a  decade  ago,  according  to  The 
International  Association  of  Conven- 
tion Bureaus,  probably  only  a  little 
more  than  a  third  of  delegates  to 
national  association  conventions  got 
to  them  by  plane.  By  1966  another 
lACB  survey  showed  that  more  than 
half  of  the  delegates  got  to  national 
association  meetings  by  air. 

W.  Scott  Supernaw,  acting  manager 
of  convention  sales  for  TWA,  estimates 
that  something  like  15%  of  his  airline's 
total  business  comes  from  convention 
travel.  He  expects  "our  convention 
travel  in  1969  to  approach  $100  mil- 
lion."   The    airlines    not    only    profit 


from  the  boom  in  conventions;  in  a 
way  they  are  responsible  for  the 
boom.  They  have  made  it  easy  to  get 
to  a  convention  anywhere  in  the  U.S. 
"People  think  in  terms  of  the  time 
it  takes  to  travel,  not  the  distance," 
says  Desmond  Kelly,  manager  of  the 
Las  \egas  Convention  Bureau.  Las 
Vegas  is  2,249  miles  from  New  York, 
but  only  4  hours  and  25  minutes  by 
nonstop  jet.  "Moreover,  excursion  and 
group  rates  make  travel  less  expen- 
sive," Kelly  adds. 

The  American  Way 

But  jets  are  only  one  of  perhaps  a 
dozen  or  so  interrelated  reasons  why 
the  convention  boom  is  what  it  is. 
"Without  our  wonderful  tax  structure, 
we  would  hardly  be  in  business,"  says 
one  association  convention  manager. 
He  refers  to  the  fact  that  most  con- 
vention costs  can  be  taken  as  business 
expenses,  and  are  thus  a  deduction 
from  taxable  income.  But,  again,  this 
is  only  part  of  the  story.  At  the  heart 
of  it  all,  perhaps,  is  that  getting  to- 
gether for  a  convention  is  a  basic  part 
of  the  American  character.  Jet  travel 
and  tax  deductions  for  business  pur- 
poses only  make  it  easier  for  Ameri- 
cans to  express  that  character. 

"The  Americans  of  all  ages,  all 
conditions  and  all  dispositions  con- 
stantly form  associations,"  Alexis  de 
Tocqueville,  the  French  statesman, 
wrote  after  visiting  this  country  in 
1831.  Today,  Charles  Gillett  says, 
"Nobody  in  the  world  is  really  like  us 
when  it  comes  to  conventions.  People 
in  other  countries,  particularly  busi- 
nessmen, simply  do  not  get  together 
the  way  we  do  to  share  information. 
They  are  much  more  secretive." 

Learning  what's  happening  in  their 
business  or  profession  is  the  No.  One 
reasori  why  most  people  attend  con- 
ventions, according  to  a  recent  survey 
conducted  by  Opinion  Research  Cor- 
poration for  the  U.S.  Chamber  of 
Commerce.  But  it's  not  the  only  rea- 
son. Almost  as  important  is  the  op- 
portunity to  meet  with  colleagues  or 
friends  who  are  in  the  same  business 
or  profession.  "Some  guys  come  and 
go  to  only  a  few  meetings,"  says 
Gillett.  "They  sit  around  in  their 
room  with  a  bottle  of  whiskey  and 
talk,  talk,  talk.  To  them,  that's  as 
good  as  anything — maybe  better." 
Some  go  for  the  social  life  (12%,  ac- 
cording to  the  ORC  study). 

"Why,  I've  been  to  sales  incentive 
meetings  where  several  dealers  who 
are  close  socially  and  close  business- 
wise,  spent  their  entire  week  sitting 
at  the  same  table  every  morning,  go- 
ing on  the  same  things,  sitting  to- 
gether for  lunch  and  dinner,"  says  a 
leading  Philadelphia  appliance  dealer. 


Looking  for  a  new  job  is  another 
reason  for  attending  a  convention.  At 
the  Modern  Language  Association  an- 
nual meeting  of  15,000  or  more  peo- 
ple, says  Gillett,  "We  set  up  hiring 
booths  where  people  who  want  jobs 
or  want  to  change  them  can  be  inter- 
viewed. It's  part  of  our  deal  with  the 
convention  manager.  We  even  supply 
the  girls  to  help  with  the  clerical 
work  involved." 

All  in  all,  for  whatever  reason  they 
go,  most  people  seem  to  think  most 
conventions  worthwhile.  For  example, 
92%  of  those  interviewed  in  the  ORC 
study  for  the  Chamber  of  Commerce, 
said  attending  conventions  was  worth 
whatever  it  cost.  More  than  half  of 
them  said  they  attend  three  or  more 
a  year;  39%  of  the  professional  men 
said  they  attend  six  or  more. 

Over  the  years  the  character  of  con- 
ventions has  changed.  Time  was  when 
they  were  very  much  stag  affairs,  re- 
plete with  electric  canes  and  water- 
bag  bombs  dropped  from  the  top  floor 
of  a  hotel.  No  more.  What  with  group 
air  fares,  today's  convention  is  more 


often  than  not  a  family  affair.  Wives 
accompany  over  50%  of  convention- 
bound  husbands  to  New  York,  while 
about  75%  of  the  convention  goers  to 
Florida  bring  their  wives.  A  recent 
survey  of  1,326  associations  by  the 
American  Society  of  Association  Ex- 
ecutives shows  that  80%  of  their  mem- 
bers invite  wives  to  attend  conven- 
tions and  trade  shows.  "You  get  the 
guy's  wife  wound  up  about  getting 
away  from  home  and  you  get  the  guy 
to  come,"  says  James  P.  Low,  execu- 
tive vice  president  of  the  ASAE. 

Today  almost  all  major  conventions 
feature  everything  from  bridge  shows 
to  fashion  shows.  "The  department 
stores  just  love  big  conventions,"  says 
Candis  O.  Ray,  one  of  a  handful  of 
consultants  who  have  come  into  being 
in  recent  years  to  help  convention 
managers  set  up  programs  for  wives. 
A  case  in  point:  At  last  month's  meet- 
ing of  the  National  Association  of 
Home  Builders  in  Houston,  Nieman- 
Marcus   put   on   a  fashion   show   for 
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more  than  900  wives  of  convention- 
eers at  the  Shamrock  Hilton  Hotel. 
Following  the  show  chartered  buses 
were  made  available  to  transport  in- 
trigued customers  to  Neiman's  down- 
town store  in  Houston. 

Recently,  there  has  been  a  trend  on 
the  part  of  both  companies  and  asso- 
ciations to  involve  the  wives  in  con- 
^'ention  meetings  themselves.  The 
theory  is  that  the  more  they  under- 
stand their  husbands'  industry  and 
job,  the  more  emotional  support  they 
can  give  them,  according  to  Dr.  Joel 
E.  Ross,  marketing  speciahst  at  Flor- 
ida Atlantic  University. 

As  a  result,  it  is  not  unusual  to  see 
convention  programs  featuring  a  psy- 
chologist or  a  psychiatrist  or  two  dis- 
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Comer.  Since  1965  the  num- 
ber of  international  con- 
ventions held  in  Japan  has 
more  than  doubled.  Expo 
'70  in  Osaka  should  attract 
even     more     conventioneers. 


coursing  on  such  subjects  as  "Are 
You  Helping  or  Hindering  Your  Hus- 
band,"? "The  Husband-Wife  Team — 
Working  Together,"  or  other  special- 
ists discussing  "What  to  Feed  an 
Executive"  or  "How  To  Handle  a 
Possible  Heart  Attack." 

The  California  Trucking  Associa- 
tion even  tiains  wives  in  public  re- 
lations for  the  industry.  "This  year," 
says  Thomas  Schumacher,  assistant 
managing  director  of  the  CTA,  "we're 
having  one  program  to  show  wives 
how  to  explain  trucking  activities  to 
local  groups  like  the  PTA.  They'll 
really  go  for  it." 

Companies  make  a  point  of  inviting 
wives  to  their  sales  meetings.  Since 
1965,  for  example,  Jerry  P.  Solomon, 
convention   manager   of   Ford   Motor 
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Co.'s  Philco-Ford  Corp.,  has  been  run- 
ning what  he  calls  "the  Philco  airlift." 
Each  year  the  company  has  chartered 
30  707  jets  to  ferry  5,000  appliance 
and  electronic  dealers  and  their  wivgs 
to  such  places  as  Puerto  Rico,  Hawaii, 
Las  Vegas  and  Paradise  Island  in  the 
Bahamas.  "We  bring  them  in — all  ex- 
penses paid — in  six  successive  waves 
for  five  days  and  four  nights,"  ex- 
plains Solomon.  The  average  annual 
cost  to  Philco:   $2.5  million. 

The  payoff?  Solomon  says  Philco 
signed  up  $26  million  worth  of  orders 
from  dealers  the  first  year,  1965;  $56 
million  the  following  year;  some  $70 
million  in  1967  and  around  $100  mil- 
lion last  year. 

One  of  the  big  features  of  the 
Philco  dealer  convention  last  year  (as 
every  year)  was  a  four-hour  musical 
show  introducing  the  new  line.  "It 
was  a  $300,000  production  with  20 
scenes,  32  stage  hands,  ten  in  the 
cast  and  a  12-piece  orchestra,  all 
flown  into  Paradise  Island  before- 
hand," says  Solomon. 

Spectacular  as  the  Philco  show 
might  seem,  the  fact  is  the  conven- 
tion business  wouldn't  be  the  conven- 
tion business  without  show  business, 
whether  it's  a  magician  or  contor- 
tionist hired  to  demonstiate  new 
building  materials  or  a  full-scale  mu- 
sical sent  on  a  nationwide  tour  at  a 
cost  of  $1  million  or  more  to  herald 
the  latest  auto  models.  Ford  Motor 
gets  top  songwriters  like  Jule  Styne 
("Gypsy,"  "Funny  Girl")  and  Cy 
Coleman  ("Sweet  Charity")  to  turn 
out  complete  scores  for  its  extrava- 
ganzas. "We  have  made  a  full-cast 
recording —  just  like  Broadway — and 
send  it  out  to  the  dealers  beforehand 
as  a  come-on,"  says  Bill  Winn,  vice 
chairman  of  Wilding  Inc.,  which  regu- 
larly puts  on  the  Ford  shows. 

Along  with  show  biz  have  come 
trade  shows.  In  fact,  the  rise  of  trade 
shows  and  exhibits  by  industiy  sup- 
pliers at  conventions  has  practically 
made  salesmanship  the  name  of  the 
game  at  most  of  the  big  business  or 
professional  meetings. 

Since  the  Fifties  the  annual  num- 
ber of  trade  shows  and  exhibitions 
held  in  North  America  alone  has  risen 
40%,  totalling  4,500  last  year  at  all 
levels.  Moreover,  in  the  past  five 
years  the  bigger  industrial  or  trade 
exhibitor  has  practically  doubled  his 
participation,  going  into  ten  conven- 
tion shows  a  year,  with  an  annual 
budget  up  to  $500,000  and  even  more. 
Some,  like  General  Electric,  participate 
in  about  400  trade  shows  a  year. 

In  fact,  the  business  has  gotten  so 
big  that  by  last  year  200  participating 
companies  had  banded  together  in 
their  own  trade  group,  the  National 


Trade  Show  Exhibitors  Association. 
They,  too,  held  a  convention  last  Au- 
gust in  Philadelphia. 

Why  a  trade  association  for  trade 
show  exhibitors?  "One  of  our  reasons 
for  getting  together  was  to  find  a  com- 
mon ground  for  dealing  with  labor 
problems  in  setting  up  exhibits  at  con- 
ventions," says  President  Raymond  R. 
Remaley,  exhibit  manager  for  the 
American  Can  Co.  "You  know,  you 
can't  just  move  your  stuff  in  and  set 
up.  In  New  York,  you  can't  put  up 
your  own  sign,  even  if  it  just  says, 
"Enter  Here."  A  union  carpenter  has 
to  do  it.  Unpack  a  case  and  you  use 
another  union  where  you  have  to  pay 
a  fork-lift  truck  operator  and  his  two 
helpers  under  the  union  contract  with 
the  convention  hall.  At  the  New  York 
Coliseum  we  had  to  have  an  electronic 
oven  completely  rewired  to  meet  New 
York  City  electrical  code  specifica- 
tions. When  we  went  into  another 
convention,  the  damn  thing  v/ouldn't 
work." 

Inexpensive  Marketing 

Despite  these  problems,  there's 
hardly  a  cheaper  way  to  set  up  a  sale 
than  at  a  convention  trade  show.  "On 
the  average  it  costs  a  company  at 
least  $40  to  send  a  salesman  out  to 
call  on  a  potential  customer,"  says 
Sales  Meetings'  Phil  Harrison.  "The 
average  price  of  a  single  sales  contract 
at  a  trade  show  can  be  as  low  as  $7 
with  all  those  people  circulating 
around.  Also,  a  salesman  can't  lug 
something  like  farm  machinery  around 
to  every  place  he  goes.  But  it  will  be 
right  on  display  at  a  convention." 

The  quid  pro  quo  in  all  this  is  the 
income  an  association  gets  from  sell- 
ing convention  exhibit  space  which  it 
has  rented  from  a  convention  hall  or 
hotel  at  a  much  lower  price.  In  fact, 
a  business,  professional  or  trade  as- 
sociation can  get  at  least  10%  of  its 
operating  income  from  conventions 
and  expositions,  according  to  figures 
put  out  by  the  American  Society  of 
Association  Executives.  That,  however, 
is  an  average.  There  are  plenty  of 
associations  that  get  almost  all  of  their 
operating  income  that  way.  And  it 
can  add  up  to  help  pay  for  the  asso- 
ciation's operation. 

A  prime  example  is  the  kind  of 
money  brought  in  at  the  trade  show 
sponsored  by  the  National  Associa- 
tion of  Home  Builders  in  Houston  j 
last  month.  About  470  exhibitors 
were  featured  in  the  16-acre  Astro- 
hall  exhibit  center  just  opposite  the 
Astrodome. 

"We  rented  the  space  for  35  cents 
a  square  foot  from  the  Astrohall," 
says  director  of  conventions  and 
meetings     Dan     Vaughn.     "And    we 
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Your  Stran  building  will  never  look  the  samel 


Constant  change  in  appearance  was  our  goal  —and 
we  achieved  it. 

The  new,  Stran  "^  architectural  panel  uses  sunlight  and 
shadows  to  provide  a  constantly  changing  appearance  for 
your  building  —  all  day  long.  No  nnore  "sameness." 

Your  building  can  be  distinctly  different,  not  only  from 
ordinary  construction,  but  from  all  buildings  of  any  type. 

Only  a  year  ago  you  couldn't  buy  this  appearance  at 
any  price.  Now  you  can  —  at  about  the  same  price  you 
would  pay  for  other  steel  buildings  —  and  a  lot  less  than 
for  buildings  using  ordinary  construction  "methods. 

Not  only  will  your  new  Stran  building  look  different  — 
it  is  different!  New,  stronger  steels  give  you  unprece- 
dented strength  of  construction,  plus  all  of  the  other  most 
wanted  features.  Features  such  as  faster  construction, 
longer  lasting,  maintenance-free  finishes  and  a  total  con- 


struction service,  through  a  worldwide  network  of  more 
than  450  Franchised  Builders.  There  is  a  difference  in 
Stran  buildings  —  a  beautiful  difference! 

Get  all  the  facts,  accurate  estimates  and  a  building 
needs  analysis  from  your  local  Stran-Steel  Franchised 
Builder  today.  He's  listed  in  the  Yellow  Pages  under 
"Buildings  —  Metal."  Or  write  to  us  at  Houston  for  a  free 
copy  of  a  helpful  brochure  entitled  "Ten  Costly  Mistakes 
To  Avoid  Before  You  Build." 
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NATIONAL  STEEL 

Dept.  F-691,  P.  O.  Box   14205,  Houston,  Texas  77021 
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When  you  stay  at  a  Hilton, 
youVe  only  a  few  blocks  away 
from  fine  restaurants. 

Or  a  few  floors. 

Before  we  put  the  Hilton  name  on  a  hotel,  we  make  sure 
it  —  and  you  —  will  be  right  in  the  middle  of  things.  Near 
the  theaters.  Near  the  businesses.  Near  the  nightclubs. 
And  near  the  "in"  restaurants. 

Then,  we  go  one  step  further.  We  figure  you  shouldn't 
have  to  go  out  to  go  out.  So  there's  the  world-renowned 
L'Escoffier  Restaurant  at  the  Beverly  Hilton  in  Los  An-  , 
geles.  And  the  elegant  Empire  Room,  plus  Peacock  Alley, 
at  the  Waldorf-Astoria.  And  six  exotic  Trader  Vic's  at  various  Hiltons  around 
the  country.  With  more  to  come. 

You  might  wonder  about  the  smaller,  less  famous  Hiltons.  You  might  be 
surprised.  Try  the  Snuggery  Bar  at  the  Hilton  Inn  in  Tarry  town,  N.  Y.,  or  the 
Mai  Tai  Bar  (which  looks  like  it  sounds) 
at  the  Hilton  Inn  in  San  Diego.  Try  any 
Hilton,  big  or  small,  just  for  the  fun  of  it. 
One  of  the  few  things  every  Hilton  has  in 
common  is  this  idea  about  being  fun,  com- 
plete, alive.  Our  attitude  about  personal 
service  being  all  important  is  an- 
other. Or  maybe  it's  all 
part  of  the  same  thing. 
The  Hilton 
thing. 


Call  the  Hilton  Reservation  Service  in  your  City. 


The  friendly  worid  of 
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charged  exhibitors  eight  dollars  a 
square  foot  for  it.  Nine  dollars  for 
prime  comer  locations.  I  figure,  with 
e\er\ thing,  we  made  an\where  from 
S750,000  to  a  million  dollars  on  this 
part  of  the  convention  alone,  the  best 
in  the  association's  history." 

All  this,  in  turn,  has  made  the  avail- 
ability of  good  exhibit  spr.ce  one  of 
the  greatest  bargaining  weapons  n 
city  or  hotel  can  use  to  attract  a  ma- 
jor con\ention.  In  fact,  some  conven- 
tion men  say  it  is  the  deciding  factor 
when  it  comes  to  selecting  a  site. 

"You  take  a  place  like  Atlantic 
City  that  has  a  municipally  owned 
convention  hall,"  says  a  rival  con- 
vention bureau  manager.  "I  know 
they'll  rent  that  to  an  association 
for  just  a  lousy  dollar  to  get  all  those 
people  into  town  and  into  the  hotels. 
And  there  are  other  places  in  the 
countr)'  that  also  give  away  exhibit 
space  to  get  them  in.  How  can  an 
association  stay  out  when  it  can  make 
all  that  money  selling  the  free  space 
to  exhibitors?" 

In  hotels,  the  pattern  is  the  same, 
with  meeting  rooms  as  the  bait,  ac- 
c-ording  to  Frank  Herkman  of  the 
Hotel  Sales  Management  Association: 
"It  works  on  a  sliding  scale,  depend- 
ing on  the  number  of  sleeping  rooms 
an  association  can  fill  and  how  badly 
a  hotel  wants  a  particular  convention 
that  may  lead  to  other  business.  Say 
an  association  can  fill  X  sleeping 
rooms  with  delegates,  we'll  give  it 
meeting  rooms  without  charge  and 
it  can  rent  them  to  companies." 

The  Rush  to  Build 

Such  economics,  in  turn,  go  a  long 
way  toward  explaining  the  big  rush 
on  the  part  of  cities  and  hotels  in 
the  past  decade  to  build  convention 
halls  and  meeting  rooms.  For  example, 
according  to  the  International  .Associa- 
tion of  Auditorium  Managers,  the 
annual  expenditure  for  construction 
of  multipurpose  civic  halls — for  every- 
thing from  concerts  to  conventions — 
is  now  about  eight  times  what  it  was 
ten  years  ago.  In  1963  about  $125 
million  went  for  such  municipal 
rtivenis.  By  1966  it  was  up  to  $800 
million.  And  Charles  R.  Byrnes,  ex- 
ecutive director  of  the  auditorium 
manager's  group,  expects  up  to  $8 
billion  more  to  go  into  such  facilities 
in  the  next  decade.  In  recent  years 
halls  have  been  going  up  almost 
everywhere,  from  new  convention 
towns  like  Anaheim,  Calif.,  with  Dis- 
neyland as  a  big  attraction,  and  Du- 
luth,  Minn,  to  expanded  facilities  in 
old  ones  like  Atlantic  City  {see  cap- 
tion, p.  28).  "You  can't  get  or  keep 
the  big  conventions,"  says  hotelman 
Bob  Tisch,  "unless  you've  got  the 
hall.    I    knovir   we've    lost    out   many 


times  because  the  New  York  Coliseum 
is  not  big  enough." 

The  trouble  is,  it  is  not  enough 
just  to  have  a  convention  hall.  "You're 
dead  if  you  don't  have  hotel  space," 
says  the  ASAE's  Jim  Low.  That,  for 
example,  is  one  of  the  criticisms  of  a 
place  like  Detroit,  with  its  great  big. 


Volume  Breeds  Volume. 
Las  Vegas  is  hot  for  conven- 
tions because  convention- 
eers return  as  tourists. 
Visitors  to  Vegas  now  to- 
tal      15      million      a      year. 


beautiful  Cobo  Hall,  opened  in  1960. 
"Sure,  it's  one  of  the  nicest  around," 
says  oile  association  convention  man- 
ager. "But  where  the  hell  are  the  ho- 
tel rooms?  I  can't  book  my  convention 
in  Detroit  because  I  have  no  place 
for  my  delegates  to  stay."  What  is 
more,  the  more  convention  halls  that 
go  up,  the  more  murderous  has  be- 
come the  competition  among  cities 
for  big  conventions.  Three  years  ago 
New  York  City's  Charles  Gillett  had 
two  salesman  working  full  time  on  the 
American  Medical  Association  alone. 
The  AMA  had  just  about  decided  to 
skip  New  York  in  1969  after  failing 
to  get  its  traditional  June  annual 
meeting  date  in  the  city  because  of 
exhibition  problems  at  the  Coliseum. 
"We  had  to  go  all  the  way  up  to 
the  AMA's  House  of  Delegates,  its 
most  powerful  body,  to  get  them  to 
"switch  the  meeting  date  to  July,"  says 
Gillett.  "You  don't  know  what  that 
meant.   That   meant   changing   tradi- 


tion. That  meant  keeping  out  Miami, 
which  was  making  all  kinds  of  offers 
to  give  them  this  and  that." 

Gillett's  most  successful  ploy  was 
to  appeal  to  the  pride  of  the  large 
and  influential  Medical  Society  of  the 
State  of  New  York.  "We  got  them 
on  our  side  and  we  had  them  arguing 
for  us.  They  helped  us  counteract 
all  those  arguments  about  not  being 
able  to  get  eminent  speakers  in  July. 
They  really  helped  us  sell  it.  We  ex- 
pect the  young  doctors  will  want 
to  bring  their  families  to  New  York 
in   the  summer  after  school   is  out." 

Established  convention  centers  like 
New  York  and  Chicago  are  facing  in- 
creasing competition  from  places  like 
Las  Vegas,  which  has  gone  all  out 
to  sell  itself  as  a  convention  city. 
Until  the  late  Fifties,  Vegas  meant 
gambling,  girls  and  gangsters;  but  the 
high  rollers  and  the  high  livers  weren't 
enough  to  keep  the  hotel  rooms  filled 
or  the  crap  tables  jammed  year  round. 
So,  in  1959  the  city  opened  a  $10- 
million  convention  center  on  a  67- 
acre  site,  one  of  the  most  modern 
in  the  countiy.  At  the  same  time  it  set 
up  a  convention  bureau  financed  by 
a  tax  on  hotel  rooms,  which  is  why 
the  Las  Vegas  promoters  are  now  con- 
sidered among  the  sharpest  and  most 
aggressive  in  the  country.  Des  Kelly, 
who  ran  the  Miami  convention  bu- 
reau for  13  years  before  coming  to 
Las  Vegas,  is  the  only  bureau  manager 
with  convention  salesmen  permanently 
stationed  in  Washington  and  Chicago 
which  (along  with  New  York)  are  the 
main  headquarters  for  most  of  the 
national  associations  in  the  country. 

The  result  is  that  Las  Vegas  now 
books  almost  250  conventions  a  year 
worth  close  to  $50  million.  It  gets 
everybody  from  the  National  Educa- 
tion Association  to  the  National  Coun- 
cil of  Catholic  Women  and  the  Na- 
tional Automobile  Dealers  Association. 
"We  also  get  them  back,"  says  Kelly. 
"The  American  Dental  Association 
will  make  its  second  trip  here  in  1970." 

What  is  more,  today  almost  every 
major  hotel  along  the  city's  famous 
Strip  has  added  convention  halls  and 
meeting  rooms.  And  more  are  being 
added  all  the  time — for  example, 
Kirk  Kerkorian's  new  1,500-room  In- 
ternational Hotel,  now  building  adja- 
cent to  the  city's  Convention  Center 
(Forbes,  Jan.  15). 

The  more,  the  merrier,  says  the 
Sahara's  Sig  Front.  "The  more  people 
who  come  to  this  town  the  better  off 
we  all  are.  We  know  they  aren't  going 
to  stay  in  one  hotel  all  the  time,  the 
way  they  do  some  place  else.  This  is 
really  the  entertainment  capital  of 
the  world,  and  a  guy  and  his  wife 
{Continued  on  page  35) 
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HOW  HOUSTON  BLITZED  CHICAGO 


One  of  the  most  spectacular  coups 
in  recent  convention  history  was 
Houston's  success  in  talking  the 
National  Association  of  Home 
Builders  into  switching  its  annual 
meeting  from  Chicago,  where  it 
had  been  held  for  24  years. 

It  all  started  about  four  years 
ago  with  some  heavy  lobbying  by 
several  of  Houston's  biggest  build- 
ers, who  just  also  happened  to 
hold  influential  posts  as  national 
officers  or  directors  of  the  NAHB. 
It  ended  when  Houston  sent  a  sales 
force,  headed  by  foiTner  Governor 
John  Connally,  to  make  the  final 
pitch  to  the  NAHB's  board  in 
Washington,  D.C. 

The  pitch  was  strictly  top- 
drawer,  with  Governor  Gonnally 
talking  up  the  state,  followed  by 
Houston's  Mayor  Louie  Welch  and 
Chester  Wilkins,  head  of  the  city's 
convention  bureau.  The  clincher 
came  from  Judge  Roy  M.  Hofheinz, 
the  Texas-style  P.T.  Barnum  who 
runs  Houston's  Astrodomain  in- 
cluding the  52,000-seat  Astrodome, 
the  57-acre  Astroworld  amusement 
park,  the  16-acre  Astiohall  ("the 
world's  largest  exhibition  and  con- 


vention center")  and  a  new  1,50Q- 
room  hotel-motel  complex. 

"The  judge  said  he  would  per- 
sonally guarantee  in  writing  that 
the  NAHB  would  make  more  in 
Houston  in  the  next  five  years  than 
it  did  on  the  average  in  Chicago 
for  the  preceding  five  years,"  says 
NAHB's  director  of  conventions 
and  meetings,  Don  \'aughn.  "That 
I  think  did  it." 

With  a  shortage  of  hotel  rooms, 
Houston,  however,  had  to  hustle 
to  get  ready.  "They  were  still  put- 
ting in  the  shower  heads  in  our 
new  hotel  after  we  got  to  town," 
said  the  wife  of  one  builder. 
(Others,  without  early  reservations, 
were  bedded  down  as  far  as  90 
miles  away  in  Beaumont.) 

Even  so,  few  delegates  seemed 
to  mind  by  the  time  NAHB  pres- 
ident Lloyd  E.  Clarke  {below, 
right)  rode  into  the  Astrodome  for 
the  grand  opening,  which  also 
featured  a  Hawaiian  routine  put  on 
by  the  Apache  Belles  of  Tyler  Jr. 
College,  Tyler,  Tex.  {above,  right). 

In  fact,  the  exposition  across  the 
street  in  the  Astrohall  drew  in  some 
50,000  people,  twice  as  many  as 


in  Chicago  last  year.  One  reason: 
an  all-out  drive  by  exhibitors  to 
attract  builders  with  everything 
from  a  live  15-show-a-day  skit  in 
a  theater-in-the-round  stage  {be- 
low left)  put  on  by  the  American 
Gas  Association  to  girls  in  the 
latest  sauna  baths  {below,  center). 
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(Continued  from  page  33) 
are   going  to   go   all   over  the   place 
before   they   leave.    They'll   come   in 
here,  too,  and  watch  our  show.  And 
they'll  gamble  in  our  casino." 

One  of  the  most  important  recent 
developments  in  the  convention  busi- 
ness is  the  trend  to  booking  meetings 
further  and  further  in  advance.  "You 
have  to  do  it  if  you  want  to  get  into 
the  best  hotels  in  the  best  cities  aiid 
you  have  a  lot  of  delegates,"  says  Al 
W'instead,  manager  of  national  meet- 
ings for  the  American  Chemical  Soci- 
ety. W'instead  knows.  Each  year,  he 
runs  two  annual  conventions  averaging 
12,000  delegates  each.  "I've  already 
got  all  my  cities  lined  up  to  1976.  Now 
1  m  working  on  1976  through  1980." 

Almost  all  convention  men  are  look- 
ing to  the  jumbo  jet  to  take  their  dele- 
gates to  even  more  exotic  places. 
"You  just  can't  keep  going  to  the 
same  old  cycle  of  cities  these  days," 
sa>s  Frank  Berkman.  "You  have  to 
keep  looking  around.  The  747s  could 
be  a  bonanza."  For  example,  Hawaii 
could  become  a  major  contender,  as 
could  Europe. 

One  convention  man  who  is  count- 
ing on  delegates'  ennui  with  the 
"same  old  c\cle "  is  John  T.  McDon- 
nell, a  lively  Irishman  who  runs,  of  all 
things,  the  Japan  Convention  Bureau 
in  New  York  Cit> .  A  nation  of  go-get- 
ters, Japan  so  far  is  the  only  overseas 
country-  with  a  convention  bureau  in 
the  y.S.  It  opened  three  years  ago, 
and  Japan  has  been  putting  up  con- 
vention facilities  like  mad  at  home, 
including  the  Kyoto  International 
Conference  Hall. 

"Sure,  I  don't  try  to  kid  anybody. 
It  costs  a  hell  of  a  lot  to  go  to  Japan," 
sa\s  McDonnell.  "But  how  e.xotic  can 
you  get?  We've  got  the  world  travel 
convention,  sponsored  by  the  Amer- 
ican Society  of  Travel  Agents,  booked 
for  this  year.  And  also  the  Lions 
International  convention." 

Mexico  also  is  moving  up  in  a  big 
way.  Six  years  ago  there  were  some- 
thing hke  300  annual  international 
conventions  held  there.  Now  the 
country'  has  newly  created  an  inter- 
national convention  bureau,  jointly 
supported  by  the  Mexican  govern- 
ment and  businessmen  and  expects 
814  international  meetings  this  year. 
One  reason  is  the  big  push  given  hotel 
building  by  the  Olympics  in  Mexico 
City  last  year. 

If  the  U.S.  balance-of-payments 
situation  ever  eases,  there  will  almost 
certainly  be  an  upsurge  of  conven- 
tioneering  in  foreign  lands. 

A  crazy  business?  Perhaps,  but  it 
plays  a  big  role  in  our  economy  and 
conforms  well  to  the  gregarious  Amer- 
ican character.  ■ 
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Free  Flow.  Liquor  purchased  by  fhe  drink  is  verbo/en  in  Texas,  except 
in  private  clubs.  Houston  beat  this  by  giving  convention  guests  membership 
cards,  enough  fo  make  them,  in  the  words  of  then  Governor  John  Connolly, 
the  members  of  "more  private  clubs  in  one  week  than  in  a  whole  lifetime." 
Some  of  fhe  convenf/oneers  never  even  used  fhem:  Suppliers  and  others 
put  on  some  500  cocktail  parties  (above)  every  day;  frequently  they 
were  better  attended  than  the  formal  meetings  of  the  Asirohall  (below). 


Your  state  ranks 
somewhere  in 

the  Top  50 . . . 


but 

where? 


The  results  of  an 
independent  study  by 
Midwest  Research  Institute, 
Kansas  City,  ranking  all  50 
states  in  nine  areas  that 
comprise  the  "Quality  of 
Life,"  are  explained  and 
analyzed  in  the  informative 
booklet  "The  Quality  of 
Life  in  Minnesota." 
See  where  your  state  ranks. 

Write  for  your  free  copy: 

C.  M.Towle  Suite  602 

Dept.  of  Economic  Development 

57  West  Seventh  Street 

St.  Paul,  Minn.  55102 

minnesotal 

lO.OOO  LAKES 


The  Reward  of  Virtue 

Fibreboard  Corp.  hasn't  lacked  for  suitors  despite  a  mediocre  growth 
and  profit  record,  its  defensive  moves  may  have  succeeded  all  too  well. 


I'AKN  at  their  worst,  forest-products 
companies  can  look  attractive.  Take 
San  Francisco's  Fil)rcboard  Corp.:  In 
the  1958-67  decade  it  managed  only 
a  finy  increase  in  sales,  from  $115 
million  to  $139  million.  Its  profit 
performance  was  even  poorer.  Earn- 
ings fell  from  $1.38  a  share  to  96 
cents,  equal  to  a  mere  5%  on  stock- 
holders* equity. 

Yet  for  years  Fibreboard  has  not 
lacked  for  proposals.  The  first  was 
made  jointly  in  1965  by  Evans  Prod- 
ucts, a  $281 -million  diversified  forest- 
products  company,  and  Norton  Si- 
mon, Inc.,  the  multimillion-dollar  con- 
glomerate put  together  by  Norton 
Simon,  which  owned  a  large  block 
of  Evans  stock.  Together  the  two 
companies  controlled  some  30%  of 
I-'ibreboard's  outstanding  stock.  Fear- 
ing a  takeover,  Fibreboard  filed  an 
antitrust  suit,  successfully  thwarting 
the  bid. 

Then,  in  mid- 1967  Potlach  For- 
ests, a  $262-million  maker  of  paper, 
pulp,  plywood  and  lumber,  began 
talking  merger.  But  when  conglomer- 
ate Tenneco  Inc.  turned  up  holding 
around  33%  of  Fibreboard's  outstand- 
ing slock  (later  increa.sed  to  50%), 
Poflatch  retreated.  Then,  to  prevent 
a  takeover  by  Tenneco,  Fibreboard 
again  sought  refuge  in  the  antitrust 
laws — and  again  beat  off  the  attack. 

Obviously,  Fibreboard  has  some- 
thing other  companies  want.  "It's  our 
converting  capacity,"  says  George  VV. 
liurgess,  62,  Fibreboard's  MIT-trained 
chief  executive.  Fibreboard  is  the 
West  Coast's  largest  producer  of  car- 
tons (milk  containers,  cereal  boxes 
and  beer  carriers)  and  corrugated 
shipping  containers,  which  account 
for  about  70%  of  its  sales.  As  forest- 
products  companies  have  moved  to 
integrate  their  operations  completely, 
Fibreboard  was  an  appetizing  target 
for  anyone  wanting  to  balance  timber 
holdings  with  converting  capacity. 

All  Alone 

What  is  not  so  clear  is  why  Fibre- 
board  defended  itself  so  fiercely.  "I 
just  felt  we  could  do  better  by  our- 
selves," says  Burgess,  who  worked  for 
Dole  Coip.  and  Kroger  Co.  before 
joining  Fibreboard  in  1958.  "Grad- 
ually we  are  becoming  an  integrated 
forest-products  company.  And  there 
are  other  things  on  the  industrial 
scene  that  I  think  we  can  do.  You 
might  say  it's  our  ambition  to  become 
a  conglomerate." 


Big  talk  for  a  company  that  from 
1958  through  1967  increased  its  sales 
by  only  21%,  to  $139  million,  while 
per-share  earnings  were  actually  de- 
clining. Fibreboard's  stagnation  stem- 
med from  a  misadventure  into  such 
.  building  materials  as  roofing,  paint 
and  gypsum.  During  the  early  1960s 
the  company  spent  some  $14  million 
to  expand  its  Pabco  operation.  "Hind- 
sight tells  us  we  needed  some  of  those 
new  facilities  like  we  needed  a  hole 
in  the  head,"  Burgess  admits.  "Finally, 
in  1966  we  came  to  the  realization 
that  we  had  to  get  out  of  this  busi- 
ness if  we  were  going  to  get  any- 
where. It  was  contributing  about  20% 
to  sales  and  a  negative  10%  to  profits." 

With  Evans-Norton  Simon,  Pot- 
latch  and  Tenneco  breathing  down 
his  neck,  however,  Burgess  was  not 
able  to  show  any  visible  sign  of  im- 
provement until  last  year.  But  now 
with  the  last  of  the  Pabco  business 
sold  off,  and  with  results  aided  by 
the  acquisition  of  two  lumber  com- 
panies, Fibreboard  reported  1968 
.sales  at  $170  million,  up  22%  from 
1967.  More  important,  profits  climbed 
to  $1.97  a  share,  doubling  return 
on  equity  to  around   10%. 

Still,  Fibreboard's  future  does  not 
look  bright.  The  company's  165,000 
acres  of  timberland  are  enough  to 
keep  its  present  converting  facilities 
busy;  to  become  an  important  pro- 
ducer of  other  wood  products  Fibre- 
board  needs  to  make  major  acquisi- 
tions. But  the  giants  of  the  industry 
have  been  concentrating  on  integrat- 
ing their  operations  for  more  than  a 
decade  and  have  gobbled  up  almost 
every  available  company  in  the  field. 

The  prospect  of  becoming  a  con- 
glomerate seems  just  as  remote.  Fibre- 
board's  cash  flow  is  a  mere  $15  mil- 
lion. True,  Burgess  has  access  to  near- 
ly 8  million  treasury  and  unissued 
shares,  and  Fibreboard's  stock  is  sell- 
ing at  38,  or  a  price/eamings  ratio 
of  19.  But  considering  its  past  record, 
it  is  doubtful  if  Fibreboard  has  the 
imagination  to  capitalize  on  it. 

Perhaps  most  damaging,  Fibre- 
board's  successful  invocation  of  the 
antitrust  laws  in  the  recent  past  leaves 
it  wide  open  to  a  similar  charge  if  it 
ever  finds  another  major  forest-prod- 
ucts company  with  which  it  would 
like  to  combine.  And  despite  Fibre- 
board's  recent  successful  defense  of 
its  coiporate  independence,  its  size 
and  shape  are  such  that  combination 
will  probably  be  its  eventual  fate.  ■ 
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People  can  live  without  street  lights. 
^  Sometimes. 

Modern  lighting  can  make  streets  safer.  And  General  Electric  has  invented  the  most  efficient  street  light  ever. 


When  new  street  lights  go  up,  the  traffic-accident  rate 

goes  down.  So  does  the  crime  rate.  And  it  doesn't  matter 

if  the  street  lights  are  going  up  for  the  first  time  or 

replacing  old-fashioned  ones. 

The  results  are  the  same  in  city  after  city.  Cities  like 

New  York,  Hartford,  Detroit,  Chicago  and  Chattanooga. 

Relighting  one  area  of  Indianapolis,  for  example,  cut 

the  accident  rate  48%.  The  crime  rate,  85%.  The  lives  that 

could  be  saved  by  lighting  high-accident  and  high-crime  areas 

across  the  country  is  incalculable. 
And  now  they  can  be  lighted  better  than  ever  before  with 


General  Electrics  new  Lucolox*  lamp.  It's  the  most  efficient 
source  of  white  light  ever  invented.  Lucalox  street  lighting 
systems  con  produce  twice  as  much  light  as  the  most  efficient 
mercury  systems.  And  at  less  cost. 

Other  developments  from  General  Electric  help  reduce 
accidents  and  crime  in  other  ways.  Two-way  communication 
systems  for  police  use.  Engines  for  police  helicopters. 
A  miniature  TV  camera  that  con  watch  a  neighborhood 
or  expressway,  even  at  night. 

Making  our  streets  safer  is  the  kind  of  progress  that  affects 
us  every  day  of  our  lives.  And  every  night. 


Progress  is  our  most  important  product 
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"We'll  have  a  Hennessy  Very  Superior  Old  Pale  Reserve  Cognac,  thank  you." 


The  Taste  of  Success 

Every  drop  of  Hennessy  V.S.O.P.  Reserve  is  Grande  Fine  Champagne  Cognac. 
It's  made  solely  from  grapes  grown  in  La  Grande  Champagne — the  small  district  in 
the  Cognac  region  which  is  the  source  of  the  very  greatest  Cognac. 
What's  more,  Hennessy  is  selected  from  the  largest  reserves  of  aged  Cognacs 
in  existence.  Enjoy  a  taste  of  success  today. . . 

Hennessy  VS.QE  Reserve  Cognac 


Hennessy  V.S.O.P.  Grande  Fine  Champagne  Cognac.  80  Proof.  ©Schictfolm  (i  Co.,  N.V. 


Here  Come  the  Bank  Cards! 

The  credit  card,  which  started  out  as  a  convenience— and 
a  temptation— for  the  well-to-do,  is  moving  into  the  mass 
market.  Credit— or  blame— the  new  wave  of  ban/(  cards. 


1"()K  vtAKs  the  »er\  term  "credit  card 
meant  an  American  Express  or  Diners' 
Club  card  used  primariK  b\  the 
affluent  businessman  for  "T&E" — 
travel  and  entertainment  expenses. 
Hut  ahnost  within  a  matter  of  months 
a  whole  new  group  of  cards  is  in  the 
news,  with  names  like  Plastic  Fan- 
tastic, Supercard  and  Master  Charge. 
The>  are  the  bank  ciedit  cards,  once 
the  distant  and  docile  cousins  of  the 
T&E  cards,  but  now  their  stiff,  head- 
on  competitors.  And  the\  have  enough 
powerful  competitive  advantages  so 
that,  as  the  banks  pmsue  the  idea 
of  a  bank-i  lonitored  "cashless"  .so- 
ciet\,  they  could  make  life  (juite  un- 
pleasant for  American  Express  and 
Diners'  Club. 

Up  with  a  Rush 

Only  six  months  ago  tiic  two  types 
of  credit  cards  seemed  worlds  apart. 
The  T&E  cards  were  used  b\  business- 
men and  other  well-to-do  t\pes.  The 
l)ank  cards,  mass-issued  by  the  mil- 
lions by  local  banks  in  hundreds  of 
U.S.  cities,  were  thought  of  strictly  as 
revolving  credit  cards  to  be  used  by 
the  ordinary  wage  earner  and  his  wife 
at  the  drugstore  and  the  dry  cleaners. 

It  was  inevitable,  however,  that  the 
banks  should  seek  to  expand  their 
horizons.  A  logical  area  was  the  travel 
and  entertainment  market.  So  banks 
began  signing  up  restaurants  and 
hotels  as  well  as  drugstores  and  dry 
cleaners.  The  T&E  cards  retaliated 
b\  moving  into  the  retail  field,  thus 
increasing  the  areas  of  confrontation. 

Then  the  bank  cards  began  to 
form  up  under  national  alliances  to 
compete  more  effectively  in  the  travel 
area.  Last  fall  two  of  them  emerged 


as  the  dominant  networks — the  co- 
operative Interbank  Card  Association 
and  the  Bank  of  America's  system  of 
HankAmericard  licensees.  The  older 
of  the  two,  BankAmericard,  was  start- 
ed in  California  in  1959  and  began  of- 
fering licenses  to  banks  in  other 
states  in  1966.  Interbank  was  formed 
in  1966  by  a  group  of  banks  in  Buf- 


//  was  the  California  growth 
of  its  Master  Charge  card- 
four  times  as  fast  as  had  been 
projected— that  enabled  Inter- 
bank Card  Association  under 
the  leadership  of  Karl  Hinke 
(right)  to  overtake  Bank 
of  America's  Bank-Americard 
under  Donald  McBride  (left). 


falo,  Pittsburgh,  Milwaukee,  Seattle, 
Phoenix  and  California  under  the 
leadership  of  Chairman  Karl  Hinke, 
a  former  Marine  Midland  vice  presi- 
dent. Last  fall  it  signed  up  several 
large  regional  banks  in  rapid  succes- 
sion, most  notably  New  York's  giant 
First  National  City  Bank,  which  there- 
by abandoned  its  national  ambitions 
for  its  own  Everything  Card.  By  the 
end  of  1968  Interbank  had  drawn 
roughly  even  with  BankAmericard,  at 
around  17  million  cardholders.  By 
contrast,  Diners'  has  2  million  card- 
holders, American  Express  3  million. 
Where  the  two  old-line  credit  cards 
are  normally  restricted  to  incomes  of 
$7,5()()-8,500  and  up,  the  banks  will 
go  as  low  as  $5,000. 

By  going  national  on  an  increasing 
scale  and  jumping  into  travel  and 
entertaiiunent,  the  bank  cards  became 
a  direct  threat  to  American  Express 
and  Diners'  Club.  To  be  sure,  they  do 
not  yet  cover  the  travel  and  entertain- 
ment fields  quite  so  fully.  "Where  they 
have  win"  of  the  airlines  and  some  of 
the  restaurants,  we  have  them  all,"  says 
an  American  Express  marketing  man. 
And  the  T&E  cardiiolder,  generally 
.speaking,  is  more  affluent:  "When  our 
guys  go  into  a  place  they  .spend  20'/ 
more  than  the  average,  while  their 
guys  spend  20%  less,"  says  Diners' 
Club  Chairman  Alfred  S.  Blooming- 
dale.  However,  the  two  bank  card 
groups  are  working  hard  to  sign  up 
more  hotels,  restaurants  and  airlines. 
Says  BankAmericard  boss  Donald  R. 
McBridc,  "In  California  we  already 
have  more  airlines  and  hotels  than 
either  of  the  T&E  cards."  The  chief 
selling  point  of  the  banks  cards:  a 
truly  mass  market. 

The  banks  have  other  sMong  ad- 
vantages in  competing  against  the 
travel  cards.  The  bank  cardholder, 
for  example,  pays  no  annual  fee,  while 
both  American  Expiess  and  Diners' 
Club  charge  their  cardholders  $12  a 
year  in  advance.  A  h,ank  card  holder 
pays  no  service  charge  if  he  settles 
his  account  within  25  to  30  days,  but 
can  extend  his  payments  at  a  cost  of 
1.5%  a  month  on  his  impaid  balance 
(the  terms  vary  slightly  from  state  to 
state).  An  Amexco  or  Diners*  card- 
holder, except  on  aiiline  and  travel 
charges,  is  supposed  to  pay  up  as 
.soon  as  he  is  billed.  Another  bank 
card  advantage  is  that  the  banks  gen- 
erally charge  businesses  a  smaller 
discount — in  California,  for  example, 
the  figure  is  around  3%  to  4%  of  the 
amount  billed,  while  the  T&E  card 
discounts  run  as  high  as  6%  and  7%. 
In  New  York  the  difference  is  between 
about  4.5%  for  the  bank  cards  and 
6%  to  7%  for  the  T&E  cards. 

A  bank  can  also  give  a  card-honor- 
ing merchant  credit  for  a  sale  within 
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No  floor  show 

just  a  working 
girl  working 


This  is  for  real.  No  model  posing 
in  that  aisle.  No  put-on  snnilesfor 
the  picture.  Her  name  is  Carol 
Koberlein.  But  it  could  be  Virginia 
White.  Or  Linda  Epping.  Or  any 
one  of  the  other  1724  Steward- 
esses who  work  for  Delta.  Dressed 
in  her  new  chic  outfit,  she  looks 
like  anything  but  a  stewardess 
working.  But  work  she  does. 
Hard,  too.  And  you  hardly  know 
it.  Even  when  she  spreads  Delta's 
new  eight-course,  1200-mile  meal 
before  you.  Or  a  Tourist  meal  that 
seems  anything  but  economical. 
Next  trip,  come  see  our  working 
girls  work.  It's  no  floor  show.  But 
it's  funny  how  you  get  to  feel  like 
a  leading  man.  General  offices, 
Atlanta  Airport,  Atlanta,  Ga. 
30320.  4..0ELn-/\ 


Delta  is  ready 
when  you  are! 


minutes  after  it  is  made.  With  a  T&E 
card  the  paperwork  must  first  go  to 
the  card  company,  then  to  its  bank, 
then  to  the  merchant's  bank — often 
via  the  U.S.  mail. 

Flies  in   fhe  Ointment 

The  bank  cards  have  powerful  sup- 
port. BankAmericard  operates  a  li- 
censing setup  under  which  it  charges 
participating  banks  a  $25,000  initia- 
tion fee  plus  a  maximum  of  0.5%  of 
the  licensee  bank's  volume.  The  B  of 
A  therefore  can  specify  minimum 
credit  standards,  a  uniform  card  for- 
mat and  other  operating  procedures. 
Some  of  the  bookkeeping  work,  in- 
cluding all  of  the  exchange  transac- 
tions for  cards  used  outside  an  issuing 
bank's  territory,  is  handled  by  the  B 
of  A's  massive  computer  operation. 

Because  of  this  tight  control  the 
B  of  A  has  encountered  flak  on  the 
sales  front.  BankAmericard  gives  B 
of  A,  as  the  nation's  largest  bank 
(assets  $24  billion),  a  means  to  ex- 
tend its  power  nationally.  The  pros- 
pect alarmed  many  bankers  elsewhere, 
who,  fearful  of  losing  their  indepen- 
dence, have  joined  Interbank  instead. 
.\mong  them  are  such  regional  stand- 
outs as  Pittsburgh's  Mellon  National, 
North  Carolina's  Wachovia  Bank,  the 
Valley  National  in  Phoenix  and  New 
York's  First  National  City.  "The  Bank- 
Americard did  not  offer  us  the  kind 
of  independence  that  Interbank  does," 
Citibank's  Edward  H.  Gottlieb  puts  it. 
As  a  result,  BankAmericard's  national 
advance  has  been  slower  than  was 
hoped.  It  still  has  no  strong  midwest- 
em  licensee  and,  in  New  York,  had  to 
settle  for  Bankers  Trust,  the  city's 
sixth-largest  bank,  traditionally  weak 
in  retail  banking. 

Interbank,  whose  salesmen  are  not 
bashful  about  invoking  the  unpleasant 
specter  of  the  Bank  of  America  in- 
vading a  prospective  member's  terri- 
tory, has  had  an  easier  time.  More- 
over, as  a  co-operative  it  charges  only 
nominal  fees — an  initiation  fee  of 
$2.50  per  million  dollars  of  assets 
(or  $2,500  for  a  billion-dollar  bank) 
plus  a  small  pro  rata  contribution  to 
cover  Interbank's  roughly  $500,000 
operating  budget  (most  of  which  goes 
into  advertising). 

Interbank,  however,  is  more  loosely 
organized  than  BankAmericard.  Each 
member  bank  is  free  to  set  its  own 
credit  standards,  bookkeeping  proce- 
dures and  often  operating  policies. 
Some  keep  using  their  own  credit 
card  names,  like  Pittsburgh  National's 
Plastic  Fantastic  and  Commerce  Un- 
ion Bank  of  Nashville's  Supercard.  The 
only  visible  feature  common  to  many 
Interbank  cards  is  a  small  white-on- 
black  letter  "I"  on  the  face.  This  lack 
of  uniformity  will  gradually  change 


as  Interbank  members  shift  over  to 
the  Master  Charge  name,  soon  to  be 
purchased  from  Western  States  Bank- 
card  Association.  But  until  all  In- 
terbank members  make  the  change, 
observes  competitor  Donald  R.  Mc- 
Bride,  the  man  in  charge  of  Bank- 
Ame'ricard,  "they've  got  a  big  identity 
problem  which  leaves  them  open  to 
potential  fraud." 

Bank  cards  have  other  problems, 
too..  Mass  mailings  of  unsolicited  cards 
have  frequently  resulted  in  mail 
thefts  and  frauds.  The  generally  lower 
credit  standards  of  bank  cards  have 
resulted  in  far  more  collection  prob- 
lems and  bad-debt  losses  than  travel 
cards  ordinarily  experience.  To  func- 
tion smoothly  on  a  national  basis, 
bank  cards  need  a  computer-based 
communications  system  to  provide 
instant  credit  authorizations  from  out- 
of-town  card-issuing  banks — if  only 
because  most  bank  cards  have  maxi- 
mum credit  limits.  The  biggest  prob- 
lem of  all,  however,  is  that  the  great 
majority  of  banks  are  still  in  the  red 
on  their  own  credit  cards,  and  will  be 
until  they  have  been  in  business  for 
three  to  five  years. 

I  nterpenet  ration 

Nevertheless,  the  T&E  cards  are 
taking  no  chances.  Their  strategy  at 
the  moment  seems  to  be  to  fragment 
the  banks'  efforts.  American  Express 
has  teamed  up  with  252  banks  on 
an  executive  credit  card  that  entitles 
its  holder  both  charge  privileges  and 
a  guaranteed  Une  of  bank  credit; 
and  Diners'  is  working  on  a  similar 
plan.  Diners'  Club  even  manages 
credit  cards  for  two  small  individual 
banks;  Chairman  Bloomingdale  now 
talks  of  creating  a  bank  credit  card 
network  of  his  own  with  several  hun- 
dred member  banks  located  in  the 
East  and  Midwest. 

The  banks,  for  their  part,  will  keep 
signing  up  more  restaurants  and  travel 
outfits.  They  will  also  continue  their 
less  successful  efforts  to  sign  up  large 
department  store  chains  and  super- 
markets. Predicts  BankAmericard's 
Donald  McBride,  "They  will  come 
our  way  when  we  begin  to  get  more 
cardholders." 

"For  the  banks,  there  is  more  to 
credit  cards  than  simply  earning  a 
profit,"  says  Western  Bankcard  Asso- 
ciation President  Hal  W.  Sconyers. 
"There  are  marketing  implications, 
and  with  them  a  whole  new  era  in 
financial  services — the  cashless  society', 
if  you  will." 

Alas  for  the  poor  consumer!  Every- 
time  he  figures  a  way  to  cut  down  on 
the  number  of  cards  that  make  his 
wallet  pocket  bulge,  someone  comes 
along  with  another  piece  of  plastic 
that  he  just  can't  do  without.  ■ 
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krnham  and  G)mpany  knows 

Microfilm 
never  foigets. 


Bumham  and  Company,  mem- 
2rs  of  the  New  York  Stock  Exchange, 
■nploys  a  battery  of  Recordak  Micro- 
Imers  to  record  and  protect  the 
eavy  flow  of  stock  certificates  han- 
led  daily. 

As  Senior  Systems  Analyst  Dick 
h-awneek  points  out,  microfilming 
Hows  the  Cashier's  Department  to 
acument  every  item  passing  through 
le  cage  so  that  it  can  be  retrieved 
iiickly,  should  any  question  arise. 


And  the  job  is  done  this  easily.  A 
Recordak  Reliant  600-K  Micro- 
filmer,  equipped  with  special  imprint- 
ing and  coding  accessories,  indexes 
each  document  and  its  film  image, 
photographs  both  sides  simultane- 
ously. In  one  automated  operation. 

Equally  important,  certificates 
and  accompanying  documents  can  be 
indexed  while  being  microfilmed  at 
random,  which  eliminates  batching 
and  saves  a  substantial  amount  of 


time.  Look-up  is  fast  and  automated, 
too.  Get  proof  of  any  recorded  trans- 
action by  pressing  a  few  buttons  on 
the  Recordak  Film  Reader. 

Moral :  If  paperwork  gets  to  you, 
get  with  Recordak  Microfilm  Sys- 
tems. Contact  Eastman  Kodak  Com- 
pany, Business  Systems  Markets 
Division,  Department  AA-2,  Roches- 
ter, New  York  14650. 


'^i?^£7£7^I?i?4f  Microfilm  Systems  by  Kodak 

"^  RECORDAK  is  a  registered  trademark  for  microfilm  equipment  designed  and  produced  by  Kodak. 
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A  Tree  Is  a  Tree? 

Assets  in  and  on  the  ground  aren't  quite  the  same  as  money  in  the  bank— at  least  not  for  a  publicly 
owned  company.  This  somewhat  belated  realization  is  stirring  Union  Camp  Corp.  to  action. 


Union  Camp  Corp.  is  a  middle-sized 
($383.4  million  in  sales  last  year) 
maker  of  paper,  notably  paper  bags, 
and  other  forest  products.  It  also 
ranks  near  th  ^  middle  of  the  500  com- 
panies in  Forbes  Annual  Report  on 
American  Industry  {]an.  1)  in  Profit- 
ability, both  for  the  latest  five-year  and 
12-month  periods,  and  in  sales  gain. 
Its  stock  at  recent  levels  wasn't  much 
higher  than  it  was  ten  years  ago.  All 
of  this  is  a  little  too  middling  for 
President  Alexander  (Sox)  Calder  Jr., 
so  he  is  casting  about  for  more  profit- 
able uses  for  Union  Camp's  resources. 

The  major  resource  in  question  is 
the  1,650,000  acres  of  land  that  UCC 
owns  or  holds  on  long  lease  (mainly 
owns)  in  Alabama,  Florida,  Georgia, 
North  Carolina,  South  Carolina  and 
Virginia.  Some  of  this  land  is,  in 
Calder's  words,  "much  too  valuable 
to  grow  trees  on.  So  we  propose,  if 
there  are  trees  on  it,  to  cut  them  down 
and  apply  the  land  to  other  uses." 

Such  diversification  of  land  is  not 
exactly  new.  Other  forest-products 
companies,  like  Weyerhaeuser  Co., 
have  been  doing  it  for  years.  But 
UCC  thinks  it  tries  harder.  Last  year, 
for  example,  it  founded  a  special 
Resource  Development  Department, 
headed  by  John  C.  Gregory,  who 
holds  degrees  in  architecture  from 
Princeton  and  in  business  administra- 
tion from  Harvard  Business  School, 
and  who  reports  to  key  UCC  Senior 
Vice  President  Samuel  M.  Kinney. 

Dig,  Build,  Lease,  Sell 

"One  of  the  largest  of  these  devel- 
opments," says  Kinney,  "is  minerals. 
We  have  interests  in  titanium,  phos- 
phate and  kaolin" — the  last-named 
being  a  special  clay  employed,  among 
other  uses,  for  coating  paper.  In 
titanium,  UCC  expects  to  embark 
on  a  joint  extraction  and  beneficiation 
(concentration)  venture  in  the  near 
future.  As  for  titanium's  contribution 
to  earnings,  says  Kinney,  "we  will 
be  very  disappointed  if  it  won't  be 
at  least  $2  million  to  $3  million  a 
year  within  the  next  three  or  four 
years" — or  about  10%  of  last  year's 
net  income. 

The  other  and  more  common  type 
of  land  development  is  residential, 
commercial  and  industrial  use.  UCC's 
eyes  were  opened  to  it  by  a  chance 
combination  of  circumstances:  1)  The 
company  has  a  good  deal  of  land  in 
Georgia  bordering  Interstate  High- 
way 95,  the  main  north-south  high- 
way  along   the   East  Coast.    2)    In- 


cluded is  land  around  the  interchange ' 
of  Interstate  95  with  Interstate  16, 
which  runs  from  Savannah  west.  At 
this  interchange  a  site  up  to  IM  acres 
that  formerly  brought  between  $10 
and  $100  is  now  worth  betsveen  $80,- 
000  and  $125,000. 

"We  have  just  completed  a  study 
of  five  interchanges  in  Georgia,"  says 
Kinney,  "on  which  we  have  substan- 
tial property.  It  appears  to  us  that 
they  will  take  a  minimum  of  17  gas 


Ideas  To  Order?  The  pres- 
sures that  are  forcing  Union 
Camp  to  exploit  more  fully 
its  land  and  mineral  resources 
(see  story)  also  make  it  hard 
for  the  company  to  wait  for 
spontaneous  inspirations  to 
occur  to  its  packaging  de- 
signers. Is  systematic  pro- 
gramming of  design  possible? 
Here  a  Union  Camp  design- 
er reviews  her  sketches  of  the 
various  geometric  configura- 
tions into  which  paper  and 
paperboard   can   be  formed. 


stations  and  five  motels.  Our  primary 
objective,"  he  goes  on,  "is  to  create 
recurring  income  from  this  property." 
In  other  words,  UCC  would  rather 
lease  than  sell.  And  it  would  like 
to  l^ase  to  a  major  oil  company. 

The  obvious  potential  of  these 
strategically  located  plots  encouraged 
Kinney's  experts  to  make  a  thorough 
survey  of  all  of  UCC's  holdings.  The 
object:  to  discover  how  much  of  the 
company's  land  would,  for  any  kind 
of  development,  be  worth  more  than 
$400  an  acre.  The  answer:  375  par- 
cels comprising  about  40,000  acres; 
half  the  acreage  was  deemed  suitable 
for  real-estate  development,  the  other 
half  for  mineral  exploration. 

Included  in  these  totals  are  such 
interesting  special  projects  as  Skida- 
way  Island  near  Savannah,  where  the 
company  has  5,750  acres,  with  3,350 
developable.  A  state-operated  ocean- 
ographic  institute  (to  be  built  on 
land  donated  by  the  company)  and 
a  University  of  Georgia  marine  in- 
stitute are  going  up  on  the  island.  A 
new  bridge  being  built  will  provide 
access  to  the  island,  and  the  Savan- 
nah planning  commission  foresees  a 
population  there  of  35,000  wthin 
15  to  20  years. 

So  Calder  tends  these  days  to  look 
on  Union  Camp  Corp.  as  a  land  com- 
pany as  much  as  a  packaging  com- 
pany. Until  lately  paper  and  paper- 
board,  in  raw  or  converted  form,  still 
made  up  some  80%  of  sales,  the  rest 
being  split  about  evenly  between 
chemicals  and  building  materials.  But 
with  the  mid-1968  acquisition  of 
Moore-Handley  of  Alabama,  most 
of  whose  $50-million  sales  come  from 
a  chain  of  hardware  and  building- 
material  outlets,  the  balance  has  be- 
gun to  shift. 

"With  Moore-Handley  and  our  ply- 
wood plant  in  Alabama,"  says  Calder, 
"building  products  will  be  more  like 
20%  of  our  total."  He  is  optimistic 
for  UCC's  highly  profitable  chemical 
division,  already,  at  $26  million  sales, 
the  largest  such  operation  among  the 
forest-products  companies:  "We  will 
be  very  disappointed  if  it  does  not 
double  in  size  in  the  next  five  years." 

What's  Union  Camp  today?  Calder 
rephes,  after  some  reflection:  "A  com- 
pany in  transition."  For,  like  many 
another  slow-growth  company,  Union 
Camp  has  gotten  the  message:  If 
management  doesn't  get  full  value 
out  of  the  assets  entrusted  to  it,  there 
are  plenty  of  takeover  operators  more 
than  willing  to  do  the  job.  ■ 
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Taking  Its  Time 


S perry  &  Hutchinson  knows  it  must  diversify  further. 
But  it  isn't  frantic  about  the  situation.  Why  should  it  be? 


It  w  ouldn't  be  surprising  if  Sperry  & 
Hutchinson  Co.  were  having  profit 
problems.  The  industry  in  which  it's 
the  leader — trading  stamps — has 
leveled  off  after  a  period  of  fast 
growth.  S&H's  sales  of  its  own  Green 
Stamps  are  growing  only  at  the  rate 
of  2!?  a  year. 

But  S&H  is  anything  but  in  trouble. 
The  Forbes  21st  .\nnual  Report  on 
.American  Industry  (Jan.  I)  shows  that 
the  company's  profits  have  risen  an 
average  of  13.7?  in  each  of  the  last 
five  years.  This  has  helped  make  S&H 
the  14th  most  profitable  company 
among  the  top  500,  earning  an  aver- 
age of  29.7%  a  year  on  its  equity. 

Why  so,  in  the  face  of  the  slow- 
down in  trading  stamps?  "We  decided 
to  diversify  in  1963  or  so,"  says 
William  Sperry  Beinecke,  54,  S&H 
chairman  and  great-nephew  of  the 
company  s  cofounder.  "We  knew  the 
explosive  growth  in  stamps  was  fin- 
ished." Those  diversification  plans 
probably  got  a  push,  too,  from  the 
housewives'  revolt  against  rising  food 
prices  in  1936.  Right  or  wrong,  stamps 
were  called  frills. 

"That's  part  of  the  reason  for 
diversification,"  Beinecke  says.  "The 
other  is  our  balance  sheet,  which 
speaks  for  itself — we're  very  liquid 
[•$192  million  in  cash  items  in  1966]. 
We  like  to  keep  our  assets  at  work. " 

Beinecke"s  first  major  diversification 
move,  in  early  1967,  was  to  buy 
Bigelow-Sanford  Inc.,  one  of  the 
three  leading  full-line  carpet  manu- 
facturers (with  James  Lees  &  Sons, 
a  part  of  Burlington  Industries,  and 
Mohasco  Industries).  He  paid  for  it 
with  about  $76  million  in  cash. 

Last  fall  Beinecke  traded  convert- 
ible preferred  stock  for  over  99%  of 
the  stock  of  the  State  National  Bank  of 
Connecticut,  which  earned  $1.9  mil- 
lion in  1968.  Then  last  month  Bein- 
ecke completed  a   smaller  cash   deal 


for  W.H.  Gunlocke  Chair  Co.,  which 
sells  about  $10  milhon  worth  of 
institutional  furniture  a  year. 

Beinecke"s  early  acquisitions  have 
been  right  in  the  lines  he  originally 
planned:  home  furnishings  and  con- 
sumer and  financial  services.  "We 
thought  with  our  experience  in  pro- 
viding furnishings  for  homes  [S&H 
redeems  its  stamps  for  some  2,000 
consumer  products]  that  we  could  get 
into  the  furnishings  business — not 
necessarily  only  home  furnishings,  but 
office  furnishings  too,"'  he  says. 

"Then  we  noted  that  the  furnish- 
ings industry  is  pretty  fragmented.  So 
we  thought  that  if  we  could  build  a 
company  that  had  some  composites 
in  this  general  field,  there  would  be 
efficiencies  of  scale.  Bigelow-Sanford 
and  Gunlocke  Chair  have  many  com- 
mon dealers;  this  ought  to  produce 
some  kind  of  efficiency. " 

Beinecke  now  is  looking  for  diver- 
sification in  the  service  field:  "We 
uKJve  an  awful  lot  of  goods,  but  we 
provide  a  promotion  service  for  our 
customers.  We  ought  to  be  able  to 
develop  other  useful  services,"  says  he. 
"The  acquisition  of  the  bank  is  a  step 
in  that  direction.  They  provide  com- 
puter services  for  other  companies." 

In  the  two  years  since  S&H  started 
branching  out,  its  earnings  have  gone 
from  $2.33  a  share  to  an  estimated 
$2.90  last  year.  Not  a  huge  jump,  but 
without  earnings  from  Bigelow  and 
the  Connecticut  bank,  profit  growth 
would  have  been  virtually  nil. 

St)  Beinecke  will  continue  to  ac- 
quire, and  one  day  that  highly  profit- 
able stamp  business  may  account  for 
less  than  half  of  S&Hs  sales.  "It 
would  be  a  natural  development," 
Beinecke  says.  "When  it  happens  de- 
pends on  how  many  acquisitions  we 
make  in  what  period  of  time.  We've 
made  three  acquisitions  in  two  years; 
that  to  me  is  about  as  fast  as  we're  go- 


RIGHT  AT  THE  WRONG  TIME 


Shelly  Hutchinso.n,  one  of  the 
pioneers  of  the  trading-stamp 
business,  was  firmly  convinced 
that  the  industry  would  peak  out. 
He  was  right,  of  course,  but  his 
timing  was  about  60  years  off. 

Hutchinson  started  the  Sperry 
&  Hutchinson  Co.  with  Thomas 
Sperry  in  1896,  but  seven  years 
later  he  got  itchy.  "He  thought  the 
bloom    was    off   the   rose    because 


the  company  had  been  so  success- 
ful so  fast,"  says  S&H's  current 
chairman,  William  S.  Beinecke.  "So 
he  sold  his  half  interest  to  Tom 
Speny's  brother,  William,  my 
grandfather." 

So,  like  Alvah  Roebuck,  who 
sold  his  interest  in  Sears,  Roebuck 
&  Co.  after  this  catalog  business 
was  only  seven  years  old,  Hutchin- 
son missed  the  real  growth 


SUff  Price.  Sperry  &  Hut- 
chinson has  a  big  problem 
when  a  acquires  ofher  com- 
panies. "We  can'f  buy  any- 
thing fhaf  gives  us  as  good 
a  return  on  investment," 
says  Chairman  Bill  Beinecke. 
"But  if  thaf  worried  us,  we 
wouldn't   make   acquisitions." 
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ing  to  move.  After  we've  made  three 
or  four  major  acquisitions,  we  may  de- 
cide to  build  on  that.""  One  thing  that 
may  slow  him  down:  S&H  stock  re- 
cently sold  at  only  14  times  earnings 
u.v.  an  average  of  16  times  for  the  30 
stocks  in  the  Dow-Jones  industrial 
average.  So,  some  solid-looking  growth 
companies  might  be  out  of  his  reach 
unless  they"re  willing  to  take  cash. 

Though  stamps  are  no  longer  a 
booming  business,  Beinecke  isn't 
leaving  them  out  of  his  planning. 
S&H  stamp  sales  and  profits  were 
both  up  a  little  in  1968.  "There  are 
new  uses  for  stamps,"  says  Beinecke 
hopefully,  mentioning  car-rental  com- 
panies, catalog  companies  and  his 
own  incentive  division.  "And  don't 
forget  that  as  our  old  customers  them- 
selves grow,  we  grow,"  he  adds. 

While  S&H's  low  price/earnings 
ratio  may  slow  down  the  acquisition 
pace.  Bill  Beinecke  isn't  exactly  racing 
against  disaster.  Meanwhile,  for  com- 
panies willing  to  sell  out  for  cash, 
he  has  some  hefty  balances  to  draw 
from:  nearly  $145  million  in  cash  and 
equivalent,  most  of  it  stamp  money 
waiting  for  redemption,  a  fat,  interest- 
free  source  of  capital.  ■ 
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V\fe 

service  downtown 

locations- 

downtownThief  River  Falls, 

downtown  Spearfish, 

downtown  Kodiak... 

If  you're  a  Xerox  customer,  we  figure  you're  entitled  to  good  service. 
Even  if  your  offices  happen  to  be  in  Spearfish,  South  Dakota.  So  we  have  a  tech- 
nical representative  who  services  Spearfish. 

In  fact,  we  have  them  in  a  lot  of  towns  and  cities  around  the  country, 
some  even  smaller  than  Spearfish. 

Why?  Because  our  rental  agreement  says  that  when  you  borrow  Xerox 
machines,  we  take  care  of  them.  No  matter  where. 

That  means  we  perform  regular  preventative  maintenance  on  them 
to  keep  them  turning  out  clean,  black-on-white  copies.  It  means  we  take  care 
ofanyday-to-dayproblemsthat  might  come  up. 

It  even  means  that  when  we  come  up  with  a  way  to  improve  one  of  our 
models,  we  install  that  improvement  in  your  machines. ..no  charge,  no  ques- 
tions asked. 

All  this  in  Spearfish,  South  Dakota. 

Just  like  we  do  in  the  big  cities— Thief  River  Falls,  Kodiak,  Yoakum... 


XEROX 


XEROX  CORPORATION,  ROCHESTER,  NEW  YORK  14603.  OVERSEAS:  SUBSIDIARIES  THROUGHOUT  UATIN  AMERICA;  AND  IN  ASSOCIATION  WITH  RANK  ORGANISATION  LTD., 
RANK  XEROX  LTD..  LONDON;  AND  THROUGH  RANK  XEROX  LTD.,  FUJI-XEROX  CO.,  LTD.,  TOKYO.  XEROX  IS  A  REGISTERED  TRADEMARK  OF  XEROX  CORPORATION. 
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But  Where  Are  the  Earnings? 

Decentralization  and  diversification  have  boost- 
ed Ralston  Purina's  sales.  But  is  that  enough? 


"Our  management  was  so  central- 
ized," says  Chairman  R.  (for  Robert) 
Ilal  Dean  of  Ralston  Purina  Co., 
speaking  of  the  years  prior  to  the 
Sixties,  "they  must  have  thought  St. 
Louis  was  the  center  of  the  universe. 
The\-  must  have  thought  \ou  couldn't 
run  a  business  outside  St.  Louis." 

In  those  days  the  centralization  kick 
at  Ralston  Purina  extended  to  prod- 
uct, too.  Almost  100%  of  the  com- 
pan\''s  revenues  and  profits  were  de- 
rived from  animal  feeds,  which  it 
insisted  on  calling  "chows."  The  only 
sideline  interests  (which  often  verged 
on  disinterests)  were  dog  foods,  break- 
fast cereals  and  crackers. 

Anyone  who  ever  read  a  book  on 
business  administration  would  agree 
this  was  silly,  but  William  H.  Dan- 
forth,  who  founded  Ralston  Purina  in 
1894,  managed  nonetheless  to  trans- 
late it  into  a  great  growth  record  both 
in  sales  and  earnings.  For  the  1.5 
years  from  1945  (the  year  the  com- 
pany went  public  and  published  its 
first  financial  statement)  through 
1960,  sales  grew  an  average  of  14% 
to  $510  million,  while  earnings  rose 
m:  average  35f  to  $18  million.  The  re- 
turn on  equitv  grew  from  a  mere 
1.2%  in  1946  to  11%  in  1960,  a  ten- 
fold increase. 

A  Question  of  Necessity 

In  1961  Chairman  Donald  Dan- 
forth,  the  founder's  only  son,  loosened 
top  management's  control  to  give 
moie  authority  to  younger  executi\es 
as  the  company  diversified  within 
the  food  industry.  In  part,  the  decision 
was  forced  by  circumstances.  The 
animal    feed    business    was    growing 


more  competitive,  and  the  company's 
growth  was  slowing  down.  During  the 
five  years  1956-60,  the  average  an- 
nual gain  in  both  sales  and  earnings 
had  dropped  to  a  lowly  6%. 

As  part  of  the  reorganization  plan. 
Dean  became  executive  vice  presi- 
dent for  the  international  division  and 
for  the  grocery  products  di\ision  ( now 
consumer  products)  and  Albert  J. 
O'Brien  became  executive  vice  presi- 
dent for  feed  marketing  and  finance. 

Dean  took  the  lead.  He  diversified 
his  international  division  and  instituted 
the  product-manager  approach  for 
groceries  as  he  pushed  the  company 
toward  more  consumer  markets. 
Ralston  Purina  extended  its  chicken- 
feed  business  into  poultr\-  processing 
and  distribution.  The  pet-food  busi- 
ness was  broadened — now  it  includes 
canned  as  well  as  dry  food  for  dogs 
and  cats.  In  1963  Ralston  Purina 
bought  the  \'an  Camp  Seafood  Co. 
in  an  exchange  of  stock,  and  in  196S, 
also  with  stock,  it  bought  Foodmaker, 
Inc.,  a  West  Coast  franchising  com- 
pany operating  several  kinds  of  rest- 
aurants  across   the  U.S. 

B\-  1968  the  75-year-old  compan\' 
on  Checkerboard  Square  (actualh'  a 
weedy  parking  lot)  had  beefed  up  its 
consumer-products  business  to  the 
point  that  animal  feeds  contributed 
only  about  50%  to  revenues,  though 
the  company  was  still  No.  One  in  the 
field.  Through  its  Van  Camp  subsid- 
iary, Ralston  Purina  had  become  the 
nation's  largest  processor  of  seafood, 
with  its  canned  tuna  (Chicken-of-the- 
Sea  brand)  accounting  for  25%-30%  of 
the  market.  Its  pet-food  business, 
quickened  by  America's  growing  pas- 


Today  old  feed  producer  Ralston  Purina  is  busy  extending  its  consumer  sales. 
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sion  for  pets  (Fohbes,  Aug.  1,  1968), 
had  also  reached  30%  of  that  market, 
and  in  the  process  passed  General 
Foods.  Even  Ralston's  dry  and  hot 
cereal  business  seems  to  be  growing, 
with  a  flurry  of  new  products  coming 
out  of  test  markets;  but  the  company, 
with  only  4%-5%  of  the  market,  still 
ranks  near  the  bottom — below  Quaker 
Oats^-among  cereal-makers. 

Still  all  this  sales  growth  since  1961 
.(121%  to  $1.3  billion  for  the  year 
ended  Sept.  30,  1968)  and  all  this 
conquering  of  new  markets  has  done 
precious  little  for  Ralston  Purina's 
profits.  Net  rose  onK'  87%  to  $37 
million  in  the  eight  years,  and,  be- 
cause of  the  stock  used  for  acquisi- 
tions, earnings  per  share  gained  only 
47%  (assuming  conversion  of  pre- 
ferred stock  and  debentures)  to  $1.12. 
For  the  latest  12  months  (Forbes, 
Jan.  1)  Ralston  Purina's  return  on 
equity  dropped  to  10.6%  from  a  five- 
\ear  average  of  13.1%. 

O'Brien's  Lament 

For  one  thing,  the  cost  of  moving 
into  and  holding  market  leadership 
takes  big  expenditures  for  promotion. 
Also,  sales  do  not  automatically  pro- 
duce earnings.  Says  O'Brien,  president 
since  September:  "We've  had  more 
average  or  poor  years  in  poultr\' 
processing  than  good.  The  additions 
to  sales  volume  have  been  without 
proportional  gains  on  the  earnings 
side."  Ralston  Purina  sold  its  Peruvian 
fish-meal  plant  in  December  because 
of  profit  problems,  and  the  company 
closed  its  two-year-old  Canadian 
cereal  plant  in  1966  when  the  profit 
potential  faded. 

"Our  emphasis,"  says  Dean,  "is  go- 
ing to  be  on  improving  our  image  and 
our  earnings."  Despite  a  poor  record 
so  far  in  breaking  into  the  consumer 
fields,  he  wants  Ralston  Purina  to  be- 
come known  as  a  consumer-oriented 
company.  "The  trend,"  adds  O'Brien, 
"will  probably  be  that  consumer  items 
will  grow  faster  than  animal-feed 
items,  although  we  look  for  fine 
growth  for  animal  feeds.  .  .  .  We 
think  of  ourseKes  as  ha\ing  a  broad 
agricultural  base  and  seeing  xarious 
products  come  out  of  that  base.  But 
we  also  think  of  ourselves  as  moving 
further  into  processing  and  marketing 
irrespective  of  the  particular  tie-in 
with  the  agriculture  base." 

But  so  far,  Ralston  Purina  really 
has  not  made  the  kind  of  aggressive 
mo\es  in  consumer  products  to  achieve 
the  profit  margins  and  return  on 
equity  that  General  Mills  (Forbes, 
Nov.  1,  1968}  and  a  number  of  other 
former  commodity  companies  have. 
And  shouldn't  the  first  object  of  di- 
\ersifying  be  to  improve  earnings?  ■ 
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We  started  with  cash  registers. 
Now  NCR  computers  read  customers'  minds 


Today  NCR  makes  computers  that 
process  so  much  information  from 
our  cash  register  tapes,  it's  hke  being 
able  to  read  customers'  minds. 

Store  managers  know  instantly 
what's  selHng,  what  isn't,  what's 
needed  and  where  to  display  it. 

This  same  ingenuity  helped  us 
develop  our  world-famous  NCR 
accounting  machines,  adding  machines, 
cash  registers  and  computers. 

The  only  family  of  machines  that 
gives  you  total  systems! 


NCR 
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You'd  have  to  travel  41,000  miles 

through  88  countries 

to  see  what  Bendix  is  up  to. 
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Because  an  important  part  of 
what  is  happening  at  Bendix 

is  happening  outside  the  U.S.  

International  sales  of  Bendix  products 
—exports,  sales  of  foreign  manufacturing  affiliates  and 
sales  of  licensed  products  by  non-affiliated  licensees- 
totaled  about  $525  million  in  our  last  fiscal  year.  Of 
this,  only  $135  million  was  reflected  in  Bendix'  con- 
solidated fiscal  1968  revenues  of  nearly  $1.4  billion. 
Today,  Bendix  does  business  in  virtually  every  country 
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in  the  free  world.  Through  s 
sidiaries  and  affiliates,  we  empi 
about  22,000  people  overseas 
50  plants.  Our  international  ope 
tions  go  a  long  way  toward  making  Bendix  what  it 
today:  A  multi-industry  corporation  committed  to  wo 
wide  growth  through  technology. 
If  you're  not  as  up-to-date  on  Bendix  as  you'd  like 
be,  write:  The  Bendix  Corporation,  Investor  Relatio 
Office,  Fisher  Building,  Detroit,  Michigan  48202. 
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Faces  Behind  the  Figures 


"Don't  Call  Us  A 
Congeneric" 

As  an  annual  ritual,  the  top  man- 
agers of  General  Electric  invite 
members  of  the  business  press  to 
hear  a  report  on  the  company's 
progress  and  prospects.  What  GE 
does  is  news,  such  as  the  recent 
title  changes  giving  GE  one  chair- 
man and  three  vice  chairmen,  but 
no  president.  The  story  is  duly  re- 
ported in  the  press.  At  the  inform- 
al luncheon  following  the  meeting 
late  last  month,  t\vo  Forbes  re- 
porters chatted  with  Chairman 
Fred  J.  Borch  on  the  problems  of 
running  an  $8.4-billion  company. 
What  the  58-year-old  GE  chair- 
man said  at  lunch,  as  reconstructed 
by  Forbes  reporters  immediately 
afterward,  was  often  more  interest- 
ing than  his  formal  remarks. 

We  asked  Borch  whether  GE 
is  too  much  for  one  man  to  run, 
too  big  to  operate  efficiently. 

"Here's  what  I  sa\-  when  anyone 
asks  that:  The  Defense  Depart- 
ment is  many  times  bigger  than 
GE,  and  isn't  that  too  big  to  be 
run?'  They  say,  "It's  got  to  be  run.' 
That's  the  answer  about  GE  too." 

We  pointed  out  that  GE's  earn- 
ings suffered  from  1966  through 
1968  because  of  computers  and 
nuclear  power.  Are  there  others 
which  will  affect  future  earnings? 

"Yes.  We  probably  have  another 
one  coming  right  up  in  jet  engines, 
though  1  hope  it  won't  be  as  bad 
as  the  others.  Look  out  for  the 
time  we  don't  have  one  coming — 
then  we're  not  taking  risks." 

We  wondered  out  loud  why 
GE's  famous  long-range  planning 
couldn't  balance  the  risks  better. 

"You  would  be  surprised  how 
long-range  planning  can  get  off 
the  track.  Our  plan  was  to  first 
have  nuclear  power  losses  peak, 
then  computers,  then  jet  engines. 
Instead,  computers  peaked  in  1966 
and  then  nuclear  in  1968,  and  the 
losses   were   way  over   estimates." 

In  his  speech  Borch  said  he 
hoped  inflation  could  be  curbed 
without  creating  much  unemploy- 
ment. But  he  also  said  that  the 
U.S.  faced  a  "powder  keg"  because 
of  the  fact  that,  due  to  union  rules 
on  seniorit>-,  the  first  to  be  laid  off 
will  mainly  be  blacks,  and  that 
business  and  labor  "had  better  get 
together  and  handle  that  one  be- 
fore we  face  a  crisis.  The  key  thing 


Fred  J.  Borch 


at  GE  is  that  were  big  in  con- 
sumer products  and  we  have  to  do 
all  we  can  about  the  urban  crisis. 
It's  not  just  a  matter  of  altruism." 

We  commented  that  GE  is  so 
diverse  it  is  hard  to  classify. 

"Well,  we're  certainly  not  a  con- 
glomerate if  you're  talking  about 
the  ones  that  are  being  formed 
now.  And  don't  call  us  that  term 
being  popularized  now,  'congener- 
ic'— it's  too  close  to  'degenerate.'  " 

We  asked  why  GE  doesn't  get 
on  the  conglomerate  bandwagon. 

"You  wouldn't  believe  the  deals 
that  are  brought  to  us — even  pro- 
fessional football  teams.  But  be- 
cause we're  GE,  we're  a  target.  I 
don't  feel  GE  will  be  permitted  to 
keep  anything  significant.  And  I 
don't  want  to  pass  on  to  my  suc- 
cessor anything  that  can  be  taken 
away  from  him.  Did  you  realize 
there's  no  statute  of  limitations  on 
how  far  back  the  antitrust  boys 
can  go  when  they  want  to  chal- 
lenge something?  They  have  a  suit 
against  our  method  of  lamp  dis- 
tribution. We  won  that  twice  over 
the  years.  This  time  they're  hitting 
us  on  the  same  law  in  a  period  of 
broader  interpretation. 

"Most  of  these  current-day  con- 
glomeratists  don't  look  far  enough 
ahead  to  care  how  permanent  an 
acquisition  can  be  or  to  realize  the 
danger  of  building  by  acquisition. 
You  can  get  an  acquisition  all  built 
up  and  going  well  and  they  tell 
you  to  divest  years  later." 

We  agreed,  but  asked  what 
about   the   stock   market?   Doesn't 


the  failure  to  make  acquisitions 
hurt  GE's  price/earnings  multiple? 

"You  refer  to  inflated  paper  val- 
ues created  when  a  conglomerate 
combines  with  poor  companies 
whose  low  price/earnings  multiples 
reflect  real  problems.  This  reminds 
me  of  a  saying  they  have  in  the 
German  army:  Two  wounded  sol- 
diers holding  onto  each  other  don't 
march  any  faster  than  one  alone." 

You  are  bearish  on  conglomer- 
ates? Forbes  asked. 

"No.  The  ones  with  brilliant 
management  will  go  ahead,  but 
a  lot  of  the  others  wiU  fall 
apart  and  probably  be  broken  up 
again.  The  key  weakness  of  the 
new  conglomerates  is  management. 
There's  a  real  shortage  of  out- 
standing men.  If  the  companies 
being  acquired  had  such  a  big 
supply,  they  wouldn't  be  being  ac- 
quired in  the  first  place. 

"The  real  test  of  the  conglom- 
erates they're  building  now  will 
come  when  the  second  generation 
of  management  takes  over." 

We  pointed  out  that  GE's  earn- 
ings were  down  about  2%  in  1968. 
Couldn't  this  decline  have  been 
offset  with  accounting  gimmicks 
such  as  some  c-onglomerates  use? 

"Don't  think  I  wasn't  under  pres- 
sure to  do  it  too.  But  we  still  keep 
conservative  books.  Why  should  I 
do  differently  when  I  don't  have  to?" 

You're  saying  that  you're  too  big 
to  be  taken  over,  we  said.  You  have 
the  luxury  of  devoting  your  time  to 
business,  not  to  fighting  takeovers. 

"Right."  ■ 
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Faces  Behind  the  Figures 


Leonard  H.   Marks 


No  Western  Electric 

When  Leonard  H.  Marks  was  a 
boy  in  Pittsburgh,  his  parents  had 
a  Bell  System  telephone  and  his 
grandparents  had  a  phone  from 
the  Keystone  System.  "They  both 
had  telephones,  but  they  couldn't 
talk  to  each  other,"  says  Marks, 
52,  who  grew  up  to  become  a  lead- 
ing communications  lawyer,  direc- 
tor of  the  U.S.  Information  Agen- 
cy, and  presently  chief  U.S.  rep- 
resentative to  the  International 
Telecommunications  Satelhte  Con- 
sortium (Intelsat)  Conference  of 
80  countries  meeting  in  Washing- 


ton late  this  month. 

Marks  uses  his  boyhood  troubles 
in  calling  his  grandparents  to  il- 
lustrate his  belief  that  there  should 
be  one  international  common  car- 
rier for  space  communications — 
Intelsat.  There  seems  to  be  little 
argument  about  that.  But  there  is 
a  great  deal  of  argument  about 
how  the  supply  contiacts  should  be 
divided  up. 

"The  U.S.  manufacturers  had 
been  supplying  all  the  equipment 
necessary  for  satellite  operations," 
says  Marks.  "Some  countries  said 
they  would  like  to  get  some  of 
that  business.  We  said  fine.  On 
Intelsat  IV  [the  big  10,000-circuit 
satellite  to  be  launched  over  a 
year  from  now]  35%  of  the  hard- 
ware contracts  have  gone  to  non- 
U.S.  members.  But  in  some  cases 
the  price  has  been  higher." 

If  politics,  not  economics,  deter- 
mines who  will  get  the  contracts, 
where  does  this  leave  Hughes  Air- 
craft, TRW  and  AT&T,  which  have 
supplied  equipment  so  far,  or  Page 
Communications,  General  Electric, 
Westinghouse,  ITT,  GT&E,  RCA, 
Philco-Ford  and  other  companies 
that  are  ambitious  to  get  in  on 
the  growing  international  commun- 
ications market? 

There  will  be  plenty  of  business, 
Marks  insists:  "There  is  no  point 
in  sending  a  message  via  satellite 
to  a  country  that  is  just  devel- 
oping if,  when  it  gets  to  the  earth 
station,  you  don't  have  the  land 
lines  to  get  it  to  the  man  you  want 
to  talk  with.  That  is  where  the  new 
business  really  lies:  setting  up  tele- 
phone companies  in  literally  half 
of  the  world. " 

And,  of  course,  Intelsat  itself 
will  be  growing.  "The  availability 
of  communications  always  creates 
a  demand,"  says  Marks.  But  will 
Intelsat's  business  have  to  be  par- 
celled out  politically?  "It  should 
go  to  the  low  bidder,"  he  replies, 
pointing  out  that  the  smaller  coun- 
tries have  already  complained  of 
the  shared  Intelsat  IV  contracts. 
"The  little  countries  say  'Why 
should  we  pay  a  premium  to  sub- 
sidize the  developing  industries  of 
non-U. S.  members?' " 

Thus  Intelsat  may  look  like  the 
Bell  System  of  a  half  century  ago, 
but,  from  the  way  things  are  shap- 
ing up,  it  seems  a  cinch  that  there 
will  be  no  Western  Electric  at- 
tached to  it.  ■ 


Theodore  Sch/esinger 


Stern  Measures 

After  102  years  of  operation,  18 
as  part  of  New  York's  giant  ($1.2- 
billion  sales)  Allied  Stores,  Stern 
Brothers'  42nd  Street,  department 
store  in  Manhattan  last  month 
prepared  to  go  out  of  business  in 
the  spring.  Allied's  boss.  President 
Theodore  Schlesinger,  had  no  real 
regrets.  His  predecessor,  B.  Earl 
Puckett,  had  acquired  Stern's  as 
the  nucleus  for  a  string  of  stores 
in  the  New  York  suburbs.  Six 
suburban  units  are  now  in  opera- 
tion, but  Schlesinger  could  never 
halt  the  42nd  Street  store's  losses 
during  most  of  the  past  ten  years. 
The  Stern's  closing  capped  a 
difficult  year  for  Allied.  In  fiscal 
1968  just  ended  (Jan.  31),  Allied 
closed  three  other  stores,  and 
their  closing  costs  contributed  to  a 
29%  decline  in  Allied's  nine-month 
earnings  despite  a  10%  rise  in  sales. 
"Like  Stern's,"  Schlesinger  says, 
"all  of  them  were  losing  proper- 
ties." Stern's  closing  costs  will  un- 
doubtedly hurt  this  year's  results, 
but  with  four  unprofitable  stores 
eliminated.  Allied  will  be  in  the 
best  shape  it's  been  in  in  years.  The 
question,  of  course,  is  how  Stern's 
suburban  stores  will  fare  without 
a  downtown  store  to  focus  their 
operations.  Schlesinger  believes  he 
has  the  answer.  In  Houston,  Al- 
lied's Joske  chain  has  flourished 
even  though  the  downtown  store 
closed  in  1963.  But  Texas  isn't 
New  York,  which  may  make  all 
difference.  ■ 
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Going,  Going, 


Gone! 


Last  \^.\r  74-year-old  Pierre  F. 
Goodrich  saw  the  handwriting  on 
the  wall.  One  b>'  one  the  big  coal 
companies  were  being  merged  into 
bigger  outfits  and  the  prices  were 
getting  interesting.  He  decided  to 
sell  Indianapolis'  Ayrshire  Collier- 
ies, which  he  heads  and  controls. 
Ayrshire  earned  only  S4.3  million 
on  sales  of  S59.7  million  in  its  last 
fiscal  year,  but  it  was  a  prize  all  the 
same.  Its  coal  reserves  of  2  billion 
tons  were  enough  at  current  pro- 
duction rates  to  last  over  200  years. 
Goodrich,  a  lawyer,  wasted  no 
time  on  formalities.  He  simply  put 
the  company  on  the  block.  "Five 
companies  have  been  invited  to 
discuss  the  possibility  of  sale  or 
merger,"  he  told  his  stockholders 
last  fall.  He  never  did  announce 
who  the  bidders  were,  but  last 
month  he  came  up  with  the  win- 
ner; Kentucky's  Ashland  Oil  & 
Refining.  Ashland  offered  $105 
million,  2.5  times  earnings,  quite  a 


Pierre  F.  Goodrich 


price  for  a  coal  company.  It  came 
to  $130  a  share,  nearly  double 
Ayrshire's  market  price  a  year  ago. 
One  of  the  big  winners  will  be 
Chicago  industrialist  Henry  Crown 
(Forbes,  July  15,  1968)  whose 
17.7%  interest  is  now  worth  more 
than  three  times  what  he  paid  for 
it  three  years  r.go.  But  the  biggest 
winner  of  all  will  be  Pierre  Good- 
rich himself.  Goodrich  accumulated 
a  43%  interest  in  Ayrshire  in  the 
last  30  years — at  a  fraction  of  the 
price  it  commands  today.  His  per- 
sonal take:   $44.5  million.   ■ 


Nervous  Spectator 

In  his  box  at  the  Super  Bowl, 
Julian  Goodman  was  even  more 
nervous  than  Joe  Namath.  He  had 
reason.  For  Namath  the  victory 
meant  $7,500  more  in  player  money 
plus  enhanced  bargaining  power  in 
future  contracts  and  outside  deals. 
Hut  Goodman,  as  president  of  Ra- 
dio Corp.  of  America's  National 
Broadcasting  Company  subsidiary 
and  proprietor  of  the  Jets'  television 
rights,  stood  to  pick  up  at  least 
$15,000  more  for  each  6()-second 
commercial  on  the  expanded  audi- 
ence the  Jet;;  could  command  in 
every  American  Football  League 
game  next  fall.  A  Jet  victory  could 
fatten  Goodman's  revenues  by  as 
much  as  $10  million.  When  the 
Jets  won,  NBC's  $7-million-a-year 
American  Football  League  televi- 
sion franchise  became  the  biggest 
bargain  in  television. 

But  the  football  upset  is  only 
pari  of  an  even  bigger  victory  for 
Goodman.  After  more  than  a  dec- 
ade of  battling,  NBC  has  finally 
bumped  its  rival,  the  Columbia 
Broadcasting  System,  out  of  first 
place  both  in  audience  ratings  and 
total  advertising  revenues.  For  the 
first  half  of  the  1968-69  television 
season,  NBC  beat  CBS  by  a  nose. 
Its  average  night-time  audience 
contained  almost  a  million  more 
viewers  than  CBS',  and  its  first- 
half  revenues — at  $126  million — 
were  over  $6  million  higher  than 
Columbia's. 

It  took  Goodman  only  three 
years  as  head  of  NBC  to  pull  ahead 
of  CBS.  After  a  20-year  career 
with  NBC  News,  in  1966  he 
became  responsible  for  making 
money  as  well  as  providing  a  pub- 
lic service.  The  network  has  a  news 


budget  of  $100  million,  which  it 
doesn't  begin  to  get  back  from 
newscast  sponsors.  But  NBC  makes 
it  up,  and  more,  from  its  entertain- 
ment shows  and  five  owned  tele- 
vision stations.  Goodman  has  prov- 
ed as  skillful  in  making  money  as 
he  was  at  NBC  News,  which  has 
been  way  ahead  of  CBS  News  for 
years. 

What  probably  tipped  the  bal- 
ance in  NBC's  favor  is  that  NBC 
consciously  aimed  at  the  growing 
numbers  of  younger,  wealthier, 
metropolitan-area  viewers.  They 
are  the  market  the  advertisers  are 
after,  and,  being  No.  Two,  NBC 
was  also  prepared  to  take  more 
chances  to  get  them. 

This  year  Goodman's  strategy 
clicked.  Not  only  did  NBC  boast 
five  top-rated  television  specials, 
but  "Laugh-In"  (an  attempt  by 
NBC  to  provide  pungent,  con- 
temporary humor)  and  "Julia" 
(which  would  be  just  another 
situation  comedy  if  it  didn't  star 
Negro  Diahann  Carroll)  along  with 
long-time  winner  "Bonanza"  were 
all  among  the  top  five  shows  of  the 
first  half.  Whether  Goodman  can 
maintain  NBC's  new  eminence  will 
constitute  the  next  chapter  in  TV's 
most  exciting  serial.  ■ 

Julian  B.  Goodman 
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Faces  Behind  the  Figures 


Ronald  D.  Saypol 


Second  Chance 

Ronald  D.  Saypol,  39,  may  have 
married  the  founder's  granddaugh- 
ter, but  that  isn't  how  he  hap- 
pened to  wind  up  as  boss  of  New 
York's  renowned  toy  train  maker, 
the  Lionel  Corp.,  last  December. 
True,  Saypol  started  out  with  the 
company,  but  in  the  late  Fifties 
and  early  Sixties  a  series  of  ma- 
rauders— Roy  Colin,  A.  M.  Sonna- 
bend,  and  Victor  Muscat  among 
others — swept  across  the  scene, 
and  Lionel's  sagging  toy  business 
wasn't  resilient  enough  to  take  the 
shock.  Between  1958  and  1964, 
Lionel  lost  money  in  every  year 
but  one,  its  debt  soared  from  zero 
to  $7  million,  while  its  market 
price  fell  from  a  1961  high  of  $34 
to  a  $3  low  in  1966.  By  then, 
Saypol  had  long  since  quit  and 
gone  to  work  for  DeLuxe  Reading, 
then  a  toy  subsidiary  of  the  Phila- 
delphia &  Reading. 

Saypol  got  interested  in  Lionel 
again  last  spring  when  DeLuxe 
Reading  was  considering  buying 
the  company's  train  operations. 
DeLuxe  Reading  backed  off,  but 
Saypol  liked  Lionel.  "The  com- 
pany was  loaded  with  debt  related 
to  discontinued  operations,"  he  says, 
"but  it  was  paying  them  off  from 
operations  that  were  generating 
very  good  profits.  But  for  the  cost 
of  servicing  its  debt,  Lionel's  earn- 


ings would  have  been  $1  million 
more  than  the  $1.6  million  that 
Lionel  actually  reported  in  1967." 
More  to  the  point,  4.5  million  of 
5.5%  convertible  debentures  (88% 
of  the  total  outstanding)  were 
about  to  be  converted  at  a  savings 
of  almost  $300,000  a  year  in  inter- 
est charges,  and  Saypol  figured,  by 
making  certain  operating  efficien- 
cies in  addition,  he  could  double 
Lionel's   earnings   this   year. 

Saypol  sank  his  life  savings  into 
$180,000  worth  of  Lionel  stock. 
When  the  price  went  nowhere, 
he  and  four  friends  quietly  ap- 
proached Lionel's  management  and 
board,  who  were  relieved  to  be  let 
oft  the  hook.  The  Saypol  group, 
with  less  than  2%  of  the  stock, 
moved  into  the  company. 

Now  Sax'pol  is  planning  an  ac- 
quisition program  to  strengthen 
Lionel's  position  in  the  electric 
motor  and  electric  supply  markets 
and  to  diversify  into  the  booming 
leisure-time  market.  But  as  Saypol 
realizes,  that  will  be  easier  said 
than  done.  Meanwhile,  he  will 
have  his  hands  full  doubling  Lion- 
el's earnings  in  1969.  ■ 


Under  Pressure 

In  assuming  the  chief  executive 
post  last  month  at  New  York's 
giant  Continental  Can  Co.,  Chair- 
man Ellison  L.  Hazard,  57,  has 
no  intention  of  hewing  narrowly 
to  the  policies  of  recent  years, 
even  though  they  made  Continental 
one  of  the  most  successful  major 
companies  in  the  highly  competi- 
tive packaging  business.  Under 
Chairman  Thomas  C.  Fogarty, 
who  retired  last  December,  Conti- 
nental's return  on  equity  averaged 
12.7%,  its  earnings  growth  13.3% 
annually — both  well  above  par  for 
U.S.  industry.  In  the  market's  judg- 
ment, however,  Continental's  per- 
fonnance  was  not  good  enough. 
Its  current  price/earnings  ratio  is 
about  16,  and  16  is  no  longer 
good  enough,  not  at  a  time  when 
companies  with  still  higher  mul- 
tiples cannot  rest  secure  against 
takeover. 

And  so,  under  Hazard,  Conti- 
nental will  adopt  a  somewhat  more 
conglomerate  stance,  concentrate 
on  producing  greater  growth,  and 
hopefully  achieve  it  through  ac- 
quisitions. Gone  are  the  days  when 
Continental  restricted  itself  broadly 


to  the  packijging  field.  "We  are 
really  looking  in  the  industrial 
products  field,"  Hazard  says,  "al- 
though I  do  not  want  to  say  we 
are  limited  to  it."  Hazard's  initial 
effort — a  bid  for  printing-press- 
maker  Miehle-Goss-Dexter — was 
frustrated  by  North  American 
Rockwell,  but  a  more  recent  bid 
for  specialty-paper-maker  Nekoosa- 
Edwards  stands  a  better  chance 
of  working  out. 

With  roughly  $150  million  in 
sales — or  a  tenth  those  of  Conti- 
nental— both  Miehle  and  Nekoosa 
have  the  size  Hazard  considers 
ideal.  But  he  admits  that  Wall 
Street's  accent  on  growth  is  pres- 
suring him  to  go  for  something 
bigger — in  the  $500-million  range. 
"We  started  out  looking  in  that 
large  range,"  he  says,  "but  we  have 
not  yet  been  able  to  consummate 
anything."  Which  is  not  to  say 
that  he  won't — or  that  he  doesn't 
feel  imder  pressure  to  do  so.  ■ 


Ellison   L.  Hazard 
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r.hicken  farmers  do.  And  the 
'■■  t  cares  the  most.  That's  why  he 
■  ■  around  for  comfortable,  smooth- 
I  springs  for  his  plump '  Bantress 

rbor  Acres  to  roost  on . . .  tenderly 
CO  help  control  the  flow  of  their 

^?  came  to  Lear  Siegler.  And  got 
-  .needed. 

V^e're  used  to  getting  the  jump  on 
jpretty  springy  problems.  You've 


probably  enjoyed  LSI  solutions  in  com- 
fortable auto  seats,  relaxing  barber 
chairs,  rockers,  versatile  sofa  beds  and 
healthful  vibrator  chairs.  In  fact,  every 
year  we  sell  nearly  29,000  miles  of  sinu- 
ous wire  springs — 
enough  to  go  around 
the  world  with  4000 


milesof  wire  leftover. 
Better  spring 


technology  is  only  one  example  of  LSI's 
concern  for  making  products  better  in 
avionics,  automotive,  power  equipment, 
education,  heating  and  air  conditioning, 
home  entertainment — more  every  day. 
We're  LSI — Lear  Siegler,  Inc. — the 
T  c-      1       1  half- billion-dollar 

Lear  Siegler,  Inc.         company  that's  con- 


Corporate  Offices,       cerned  about  chick- 
Santa  Monica,  Calif,  ens  And  people 


merican 

^"Hp'corhpany  and  the  concept 


RAPID-AMERICAN 
CORPORATION 


JOSEPH  H.I     CROSS     11         McCRMV 

f°c"^i'i    l^r?ii?J?e^l      CORPOIIATIOH 
&  SONS    I  CLOTHES  II    u^-^n>. 


McCRORY- 
McLELLAN'GREEN  . 


GLEN  ALDEN 
CORPORATION 


l|||j|j|l|||||l    ^^^^^^^B 


This  is  LERNER  SHOPS 


The  nation's  largest  chain  of  shops 
specializing  exclusively  in  \vomen's 
and  children's  apparel,  Lerner  Shops 
has  achieved  its  po<flt^  of  leadership 
through  vigorous  responsiveness  to 
fresli,«ta|^yeas.  The  mall  store  in 
New  n^HK^is  a  1968  example  of 
the  contif^^MKtpansion  program  into 
suburhan  iBBhang  centers.  Lerner 
Shops  vvasjHH^jl^  first  chains  in  the 
nation  to  j^^^^Ksuch  a  program. 

Founded^^^^H|i^'0-t^in  1918  as 


a  blouse  specialty  shop,  Lerner  Shops 
now  have  burgeoned  into  some  380 
popular-priced  fashion  stores  from 
coast  to  coast.  Instrumental  in  this 
growth  has  been  Lerner  Shops' 
marked  ability  to  foresee  major  trends 
and  to  have  the  newest  fashions  in 
every  one  of  its  stores  throughout  the 
country  at  the  right  time. 

Lerner  Shops'  latest  move  was  to  relo- 
cate its  New  York  City  executive  offices 
to  new,  modern  quarters  with  efficient 


distribution  facilities  which  lend 
themselves  to  automated  handling  of 
merchandise.  Similar  up-to-date  sys- 
tems are  also  being  used  in  the  com- 
pany's six  regional  distribution  centers 
with  branch  offices  in  Atlanta,  Chi- 
cago, Denver,  Jacksonville,  Los  Ange- 
les, and  Pittsburgh.  Lerner  Shops 
executive  offices:  460  West  33  Street, 
New  York  10001. 

Rapid-American  executive  offices:  711 
Fifth  Avenue,  New  York  10022. 


L 


Defensive  Standoff 

In  attempting  to  solve  its  massive  problems  of  the  Fifties, 
Alcan  may  have  created  some  new  ones  for  the  Seventies. 


"We're  in  a  different  posture  today 
from  that  we  were  in  ten  years  ago, " 
says  Nathanael  Vining  Davis,  presi- 
dent of  Canada's  Alcan  Aluminiam 
Ltd.,  the  world's  largest  aluminum 
producer.  "And  we'll  be  in  a  much 
different  posture  in  the  future  if  a 
time  comes  when  we  can  be  assured 
of  keeping  our  Canadian  smelters 
running  at  capacity.  We're  doing  so 
at  the  moment.  But  whether  we  will 
be  ne.xt  \ear  or  the  following  year 
isn't  something  I'd  be  willing  to  guar- 
antee yet." 

The  need  for  changing  its  posture 
is  the  last  thing  Alcan  had  ever  pre- 
pared for.  In  the  late  Forties  the 
company  came  up  with  what  seemed 
to  be  a  foolproof  strategy  for  long- 
term  success  in  aluminum.  But  far 
from  being  foolproof,  in  many  ways  it 
has  been  a  strait  jacket  from  which 
Alcan  has  been  trying  to  break  free 
for  over  a  decade. 

That  strategy  was  based  on  the 
fact  that  while  Canada  had  no  big 
aluminum  market,  it  did  have  plenty 
of  low-cost  hydroelectric  power;  and 
power  is  one  of  the  major  costs  in 
making  aluminum.  With  that  com- 
petitive advantage,  Alcan  could  un- 
dertake a  massive  e.xpansion  of  its 
Canadian  smelting  capacity  and  count 
on  selling  it  to  the  world's  inde- 
pendent fabricators,  particularly  those 
m  the  U.S.  who  would  prefer  to  buy 
from  a  noncompetitor  such  as  Alcan 
rather  than  from  Reynolds,  Alcoa  or 
Kaiser. 

There  was  only  one  trouble.  After 
Alcan's  smelter  e.xpansion  reached  the 
point  of  no  return,  the  conditions  it 
was  designed  to  meet  no  longer  ap- 
plied. In  the  aluminum  glut  of  the 
late  Fifties  the  U.S.  aluminum  pro- 
ducers began  buying  up  independent 
•fabricators,  both  in  the  U.S.  and 
abroad,  and  Alcan  found  itself  being 
squeezed  out  of  markets  it  had  count 
eu  on  to  keep  its  smelters  operating. 
Rather  than  idle  much  of  its  $1.25 
biilion  smelter  investment,  Alcan  had 
no  choice  but  to  make  the  expensive 
move  into  fabricating. 

Round  and  Round  IVe  Go 

Alcan's  efforts  to  establish  itself  as 
a  fabricator  have  been  little  short 
of  prodigious.  In  the  past  ten  years 
it  has  spent  $500  million  on  fabri- 
cating facilities,  S200  million  of  it  in 
the  U.S.  But  the  price  was  high. 
Because  it  was  late  to  move  in  the 
U.S.,  for  instance,   the  independents 
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had  already  been  rather  thoroughly 
picked  over,  and  Alcan  was  forced  to 
build  its  U.S.  base  on  operations 
that  both  Cerro  and  National  Distil- 
lers had  despaired  of  making  profit- 
able. "So  far,"  admits  Alcan's  execu- 
tive vice  president  Dana  Bartholomew, 
"we  can't  say  our  fabricating  expan- 
sion throughout  the  world,  standing 
alone,  is  profitable.  The  profits  aren't 
big  enough  to  see." 

This  doesn't  mean,  however,  that 
Alcan's  strategy  has  failed.  Over  the 
past  decade,  when  Alcan's  profits 
from  primary  ingot  increased  about 
75%,  its  profits  on  aluminum  sold  in 
fabricated  form  increased  almost  200% 
and  now  account  for  62%  of  gross 
profits.  But  the  victory  remains  a  de- 
fensive one,  an  uphill  battle  to  keep 
its  Canadian  smelters  running  profit- 
ably: Indeed,  1969  is  the  first  year 
that  Alcan  expects  that  it  might  run 
its  smelters  at  full  capacity. 

Alcan's  financial  results  show  it. 
Its  return  on  capital  is  still  almost 
a  full  point  below  Kaiser's  or  Alcoa's. 
Its  rate  of  earnings  growth — at  9.8% 
annually — lags  far  behind  Alcoa's 
(13.3%)  and  Kaiser's  (12.2%).  And 
if  its  average  return  on  equity  ( 10.7%) 
has  been  somewhat  higher  than  Al- 
coa's (10%),  it  is  solely  the  result  of 
its  more  highly  leveraged  capital 
structure. 

Even  worse,  Alcan's  efforts  to  pro- 
tect its  big  Canadian  smelter  invest- 
ment seem  to  have  yielded  only 
temporary   solutions.    For   one   thing, 

Davis  of  Alcan  Aluminium 


the  advantage  of  smelting  aluminum 
in  Canada  is  slowly  disappearing,  i 
Transportation  costs  are  up,  and  cheap 
sources  of  power  are  being  developed 
that  weren't  practical  a  decade  ago — 
from  coal  as  well  as  from  nuclear 
energy.  "We  could  do  as  well  supply- 
ing the  U.S.  market  with  a  new  U.S. 
smelter  as  we  could  building  a  new 
smelter  in  Canada,"  says  Davis.  "You 
can  buy  power  at  4  mills  [four-tenths 
of  a  cent]  per  kilowatt  hour  right  in 
the  middle  of  the  U.S." 

At  the  same  time,  the  overseas 
fabricating  units  Alcan  set  up  to  ab- 
sorb its  Canadian  smelting  capacity 
have  been  swept  up  in  the  rising 
nationalism  of  their  host  countries. 
After  bauxite,  the  raw  material  from 
which  aluminum  is  extracted,  was  dis- 
covered in  northern  Australia  in  1960, 
the  Australian  government  placed  im- 
port restrictions  on  ingot,  and  Alcan 
could  either  buy  ingot  from  Alcoa 
and  Kaiser  or  build  its  own  smelter. 
"The  decision,"  Davis  says  ruefully, 
"was  very  easy  to  make."  And  so  a 
new  $23-million  Alcan  smelter  will 
go  into  production  in  New  South 
Wales  this  year. 

Essentially  the  same  thing  hap- 
pened in  England  in  1968.  The  Brit- 
ish government — troubled  by  massive 
balance-of-payments  problems — an- 
nounced it  wanted  a  smelter  built  in 
the  country,  and  though  Alcan  agon- 
ized about  the  cost,  it  finally  agreed 
to  build  one — at  a  cost  of  over  $120 
million — which  will  start  production 
in  1971. 

In  India,  Norway  and  Japan,  Alcan 
faced  similar  circumstances,  with  the 
result  that  by  1972  Alcan's  foreign 
smelting  capacity — at  1.1  million  tons 
— will  be  roughly  equivalent  to  its 
Canadian  capacity.  Indeed,  of  some 
$800  million  for  all  capital  projects 
that  Alcan  expects  to  spend  over  the 
next  three  years,  nearly  half  could 
be  for  foreign  smelters. 

What  Now? 

The  big  question,  of  course,  is  what 
will  happen  to  Alcan's  Canadian 
smelters,  now  operating  full  blast, 
when  all  this  new  capacity  goes  into 
operation.  Even  Davis  refuses  to  pre- 
dict. But  he  admits  that  if  foreign 
demand  recedes  again,  Alcan  would 
be  running  its  big  Canadian  invest- 
ment at  substantial  undercapacity,  as 
it  did  in  1963. 

So  at  this  point  Alcan's  long-range 
planning  is  in  a  state  of  suspense. 
What  it  does  next  depends  on  cir- 
cumstances that  it  cannot  yet  foresee. 
"If  you  can  tell  me  what  the  demand 
will  be  on  our  Canadian  smelters," 
Davis  says,  "I'll  tell  you  what  we  will 
do  next."  ■ 
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Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs- 
where  perfect 
performance 
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YOUNG  RADIATOR  COMPANY 

General   Offices;   Racine.   Wisconsin   53403 

Radiators  •  Heal  Exchingefj  •  Oil  Coolers  ■  Unil  Healers 


Immediate  withdrawal... 

Demand  deposits 

Over  $17,000,000  in  Assets 

Valuable  Gifts  for  new  accounts 
in  excess  of  $1000 

Passbook  Savings 

Depositors  in  over  100  Countries 

U.S.  Dollar  accounts  earn,  and  are 
kept  in  U.S.  Dollars. 

Send  for  Prospectus 

International  Bank  &  Trust,  Ltd. 

Nassau,  Bahamas 
I  ^  ^m  ■■  15«  AIR  MAIL  IHI  ■■■II 
International  Bank  fc  Trust,  Ltd.  FB 

International  Bank  &  Trust  Building 
P.O.  Box  69  •  Nassau,  Bahamas 

Please  send  Prospectus  to: 

Name , 

Address . 

City 

State Zip 


The  Errant  Genius  of  Victor  Posner 

His  unique  conglomerate's  falling  sales  and  rising  deficits  have 
not  kept  him  from  building  a  $15-million-$20-million  fortune. 


Victor  Posner  prefers  working  at  home,  preferably  in  his  bedroom,  fo  worfe- 
ing  in  an  office.  Much  of  his  work  is  done  in  his  $250,000  Miami  Beach  home, 
whose  appurtenances  include  solid  gold  bathroom  fixtures  and  five  Cadillacs. 
His  son  Steven,  25,  a  University  of  Miami  graduate,  now  takes  care  of 
his  real  estate.   Says  Posner,  "He's  a   slow   starter— too   much   education." 


When  Victor  Posner  made  a  tender 
offer  for  Sharon  Steel  last  September, 
the  company  at  once  started  looking 
for  someone  to  merge  with.  Pitts- 
burgh's Cyclops  Corp.  was  ready  and 
wilbng,  and  Sharon  fairly  leaped  into 
Cyclops'  arms.  President  George  Per- 
rault  Jr.  explained:  "We  feel  that  Pos- 
ner is  romancing  us  with  a  strap." 

The  same  thing  happened  when 
Posner  made  a  tender  offer  for  South- 
eastern Public  Service.  Southeastern 
started  in  hot  pursuit  of  Eastern  Gas 
&  Fuel  Associates.  Again,  it  was  a 
case  of  cause  and  effect.  "You  might 
say  we're  a  refuge  from  Victor  Pos- 
ner," declared  an  Eastern  spokesman. 

To  Posner,  such  a  reaction  is  be- 
coming an  old  story.  Now  50,  Posner 
made  his  fortune  as  a  realtor  in  the 
slums  of  Baltimore,  went  into  Florida 
real  estate,  and  has  now  joined  the 
stampede  to  create  a  great  conglomer- 
ate. Every  time  he  makes  a  proposal 
of  marriage,  he  gets  his  face  slapped. 
This  does  not  bother  him  in  the  least, 
because  he  always  seems  to  end  up 
with  the  girl.  Since  1966,  despite 
bitter  resistance  on  the  part  of  man- 


agement, Posner  has  managed  to  gain 
control  of  nine  or  ten  companies,  with 
combined  sales  of  about  $90  million 
— and  combined  losses  of  about  $3 
milhon.  He's  now  confident  of  cap- 
turing both  Sharon,  a  $225-million 
steel  company,  and  Southeastern,  a 
$35-million  natural  gas  company,  in 
spite  of  themselves.  He  says:  "I  will 
win  100%  in  each  case." 

One  might  well  ask  what  makes 
Posner  unappealing  to  so  many  com- 
panies he  approaches?  Part  of  the  an-  ■ 
swer  can  be  found  in  the  financial 
statements  of  the  companies  he  al- 
ready has  acquired.  His  first  acquisi- 
tion, made  in  June  1966,  was  DWG 
Corp.,  a  cigar  manufacturer.  In  De- 
cember 1966  Posner  used  DWG  to 
acquire  control  of  Wilson,  a  shirt- 
maker.  In  November  1967  he  used 
DWG  to  acquire  89;?  of  National 
Propane,  which  sells  bottled  gas.  In 
December  1967  he  sold  DVi'G's  cigar 
business  for  $4.5  million,  mostly  in 
cash,  leaving  it  a  holding  company 
for  Wilson  and  National  Propane. 

The   results   have    been   less   than 
inspiring.    The    year    he    took    over 
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If  the  products  AMSTED  Industries  makes 
had  the  beauty  of  a  bird  m  flight,  you'd  be 
entranced.  As  it  is.  our  wire  rope  becomes 
fascinating  only  if  your  life  depends  on  some- 
thing like  jockeying  steel  beams  up  a  high- 
rise  building  Glamourous  we  may  not  seem, 
but  essential  we  are.  And  the  things  we  make 
serve  many  growing  markets. 

The  truth  is,  AMSTED  products  are  gener- 
ally beneath,  behind  and  in  back  of  some  of 
the  most  important  services  in  our  economy. 


And  because  industries,  utilities  and  the  rail- 
roads find  our  products  indispensable,  we've 
grown  to  36  plants  in  15  stales  and  Canada. 

During  a  recent  1 6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  $60  million  in  sales.  Sixty-five  per 
cent  of  our  business  is  now  in  non-railroad 
products.  Total  sales  are  in  excess  of  $230 
million  a  year. 

/\instefl 


Our  product  lines  include  such  essentia! 
items  as  machine  tools,  piston  pins,  roller 
chains  and  sprockets,  freight  car  trucks,  rail- 
road wheels,  prefinished  coil  steel  and  alu- 
minum, cast  iron  pressure  pipe  and  vitrified 
clay  pipe  for  water  and  waste  transmission. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTED 
Industries,  Dept.  F-3.  3700  Prudential  Plaza. 
Chicago,  Illinois  60601 . 


INDUSTRIES 


AMERICAN  STEEL  FOUNDRIES   ■   BURGESS-NORTON  MFG.  CO.   ■   DIAMOND  CHAIN  COMPANY  ■   GRIFFIN  PIPE  PRODUCTS  CO.   ■   GRIFFIN  STEEL  FOUNDRIES 
LTD.     ■     GRIFFIN  WHEEL  COMPANY     ■     LITHO-STRIP  CORPORATION     ■     MACWHYTE  COMPANY     ■     PIPE  LINE  SERVICE  COMPANY     ■     SOUTH  BEND  LATHE 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V^  to  % 
higher. 

Over  5,000  ilyles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
I  EMPIRE  DIAMOND  CORP.,  DEPT.  46 
I  Empire  Slate  Bidg.,  New  York,  N.Y.   10001 


NAME... 
ADDRESS. 


.ZIP. 


Fiberglass 


A  Hatteras  Yacht  is  easy  to  main- 
tain. There  are  no  loose  fasten- 
ings, rust,  dry-rot,  marine-borers, 
caulking,  sanding;  and  you  never 
have  to  paint  for  protection. 
Write  for  the  name  of  nearest 
dealer.  For  portfolio  of  color 
literature,  enclose  $1.00.  Send  to 
2337  Kivett  Drive,  High  Point, 
N.  C.  27261 


•^ 


HatterasYacht 

Division  of 

North  American  Rockwell 


DWG,  it  had  revenues  of  $16.4  mil- 
lion and  a  loss,  after  taxes,  of  $360,- 
000.  In  1967,  when  it  still  was  man- 
ufacturing cigars,  DWG's  revenues 
fell  to  $9.7  million  and  its  loss  rose 
to  $4.8  million. 

In  1966  Wilson  had  sales  of  $19.5 
million  and  a  profit  of  $985,000;  in 

1967  sales  of  $18.4  million  and  a 
loss  of  $725,000.  In  the  first  six 
months  of  1968,  sales  were  down 
again — to  $8.5  million — and  there 
again  was  a  loss,  $118,000. 

The  outlook  for  National  Propane 
is  equally  uninviting.  Figures  are  in 
for  only  the  first  three  months  of  the 
current  fiscal  year.  But  they  show 
sales  down  from  $4.4  million  to  $4.2 
million— a  loss  of  $75,000. 

While  Posner  was  making  this  rec- 
ord with  DWG  and  its  subsidiaries, 
he  also  was  presiding  over  the  decline 
of  NVF  Co.,  the  world's  largest  manu- 
facturer of  vulcanized  fiber.  Posner 
acquired  control  of  the  company 
some  time  in  1966.  That  year  sales 
were  $35  million  and  earnings,  after 
taxes,  were  $1.6  million.  In  1967  sales 
dropped  to  $30  million  and  earnings 
to  $344,000.  In  the  first  39  weeks  of 

1968  sales  again  fell— to  $23  million. 
The  profit  turned  into  an  operating 
loss  of  $444,000,  which  was  cut  to 
$42,000  by  a  change  in  accounting. 

Of  all  Posner's  acquisitions  since 
he  started  creating  his  conglomerate, 
in  fact,  only  Penn  Engineering,  a  pro- 
ducer of  steelmaking  equipment,  has 
been  a  success.  Posner  acquired  con- 
trol in  1966.  The  company  that  year 
had  sales  of  $3.3  million  and  earnings 
of  $42,000.  Then  by  swallowing  up 
two  other  companies.  Northern  En- 
gineering and  Lectromelt,  for  cash, 
Posner  was  able  in  1967  to  boost 
sales  to  $11  million  and  earnings  to 
$447,000.  Of  this.  Northern  Engineer- 
ing and  Lectromelt  together  contrib- 
uted about  $5  million  in  sales  and 
$269,000  in  earnings. 

Since  then  Penn  Engineering  has 
bought  91%  of  the  stock  of  another 
producer  of  steelmaking  equipment, 
Birdsboro,  with  about  $27  million 
in  sales  and  $800,000  in  profits.  The 
price:  approximately  $17  million  in 
convertible  debentures. 

"I'm  a  genius,"  says  Victor  Posner. 

Out  of  t/ie  %\\ims 

If  Posner's  record  in  managing  the 
companies  he  already  has  acquired 
does  not  recommend  him  to  compa- 
nies he  now  seeks  to  acquire,  neither 
does  his  previous  performance.  Born 
in  poverty  in  the  slums  of  Baltimore, 
Posner  quit  school  at  13  to  make  his 
way  in  the  world.  By  21,  according  to 
his  official  biography,  he  already  had 
"achieved   notable   financial   success." 
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A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoodes  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fore  complete  description  of  our 
investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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Now  worth  an  estimated  $15  million 
to  S20  million,  he  laid  the  basis  for 
his  fortune  in  Baltimore  real  estate, 
selling  low-cost  housing  to  Negroes. 

Posner  sold  them  under  a  system 
no  longer  common  but  still  legal.  Un- 
der this  s>  stem,  [he  buyer  of  a  house 
doesn't  acquire  the  land  as  well — at 
least  not  for  years.  Thus,  in  addition 
to  what  he  pays  for  the  house  itself, 
he  also  must  pay  a  ground  rent,  per- 
haps S75  or  SlOO  a  year.  Until  a  few 
years  ago,  the  law  didn't  require  the 
seller  to  make  an\  mention  of  the 
ground  rent  in  advertising  the  house; 
it  usually  appeared  in  the  contract 
of  sale  only  in  small  t\pe. 

These  contracts  to  pay  ground 
rents  can  be  sold  on  the  basis  of  a 
6%  return.  E.xplains  Abraham  J.  Billig, 
who  has  been  a  real  estate  auctioneer 
in  Baltimore  for  50  years  and  has 
done  business  with  Posner:  "All  these 
guys  made  a  fortune  on  the  ground 
rents  because  of  a  ta.\  niling.  Say  it 
cost  them  $8,000  to  build  a  row 
house.  They  used  to  sell  that  row 
house  for  88,950,  subject  to  a  $120 
ground  rent.  Capitalize  that  at  6%, 
and  that  house  was  actually  selling 
for  S  10,950.  The  beauty  was,  they 
only  paid  income  ta.x  on  the  difference 
between  the  $8,000  and  the  $8,950. 
They  didn't  have  to  pay  a  ta.x  on  the 
whole  gain  until  the  ground  rent  was 
redeemed.  Only  these  people  would 
never  redeem  it  [although  they  had 
the  riglit  to  after  five  years]  because 
they  didn't  have  the  $2,000  to  do  so. 

"What  the  builders  would  do  then, 
was,  suppose  they  had  $1  million 
worth  of  ground  rents,  figuring  tiie 
ground  rents  capitalized  at  62,  they 
would  borrow  $1  million  from  a  bank 
at  4% — the  interest,  in  those  days  was 
low — and  they  would  get  6%  on  the 
rents.  It's  called  having  your  cake 
and  eating  it  too. 

"Later,  there  was  a  new  tax  ruling. 
That  was  the  end  of  this  gold  mine, 
but  these  guys  made  a  fortune. " 

Into    the    Big    Time 

Out  of  his  real-estate  holdings, 
posner  created  an  investing  company, 
Security  Management  Corp.  Security 
Management  has  been  his  vehicle  for 
creating  a  giant  conglomerate.  All  the 
stock  is  owned  by  Posner  himself,  a 
foundation  created  by  him,  and  trusts 
created    for    him    and    his    children. 

Since  this  is  the  case,  no  outsider 
can  really  understand  why  nearly  all 
the  companies  Posner  acquires  plunge 
into  the  red.  One  student  of  Posner, 
Professor  Douglas  Austin  of  the 
School  of  Business  of  Western  Michi- 
gan University,  believes  that  Posner 
pays  exhorbitant  amounts  for  the  com- 
panies he  acquires.  Austin  did  a 
study,   in   collaboration   with   Jay   A. 


R.  J.  REYNOLDS 

TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  550  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able March  5,  1969  to  stockholders  of  record  at 
the  close  of  business  February  10,  1969. 

WILLIAM    R.    LYBROOK, 
Vice  President  and  Secretary 

Winston-Salem,  N.  C. 

January  16,  1969 

Sixty-nine  Consecutive  Years  ot  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SU8SIDIAf?IES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •    ALUMINUM  PRODUCTS    ■    PACKAGING  MATERIALS 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  April  30,  1969  to 
holders  of  record  at  the  close  of 
business  on  April  9,  1969. 

Floyd  A.  Deming 
Jan.  30,  1969  Secretary 
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AND   LOAN  ASSOCIATION 


Box  1631-22  •  Glendale,  Calif.  91209 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicita- 
tion of  an  offer  to  buy  any  of  these  partnership  interests.  The 
offer  is  made  only  by  Prospectus. 

CLEARY  FUNDS,  INC., 

A  subsidiary  of         ^"^V 

CLEARY  PETROLEUM  CORPORATION 

OKLAHOMA  CITY,  OKLAHOMA 

Announces  its 
1969  $2,000,000 

OIL  &  GAS  EXPLORATION  FUND 

Minimum  Participation  $25,000  interest  in  Limited 
Partnership.  Offered  only  where  state  laws  permit. 

A  balanced  exploration  program  in  the  United  States,  includ- 
ing Alaska,  and  in  Canada.  The  offering  is  made  only  by 
the  Prospectus  with  closing  date  of  May  1,  1969.  Sold  only  by 
Cleary  Funds,  Inc. 

To  obtain  a  copy  of  the  Prospectus  and  for  further  information, 
please  write  or  call  Donald  B.  Houge,  Vice  President,  Cleary 
Funds,  Inc.,  310  Kermac  Building,  Oklahoma  City,  Oklahoma, 
Telephone  A/C  405-232-0311. 


The  Airline  Industry 


The  airline  industry  appears  to 
be  recovering  after  a  sharp  de- 
cline in  profits.  Goodbody  & 
Co.'s  Research  Department 
looks  for  improvement  in  in- 
dustry profits  this  year  and  for 
continued  earnings  gains  in 
1970  and  beyond.  We  expect 
1969  revenues  to  reach  or  ex- 
ceed $8  billion— some  17% 
'ahead  of  1968  without  giving 
effect  to  the  CAB's  tentative 
approval  of  a  fair  increase  ef- 
fective March  1 . 

Goodbody's  current  analy- 
sis and  its  forecast  for  the  in- 
dustry are  contained  in  our 


latest  Monthly  Letter  now 
available  to  investors.  The  re- 
port examines  the  growth  of 
air  traffic  capacity  and  load 
factors,  CAB  route  awards, 
fares,  the  industry's  long-term 
debt,  and  labor  relations. 
Three  stocks  in  the  airline 
group  which  appear  to  have 
especially  good  price  appreci- 
ation possibiUties  are  recom- 
mended. 

If  you  would  Hke  informa- 
tion on  these  stocks  and  on 
the  industry  write  or  call  the 
Goodbody  office  nearest  you 
for  our  latest  Monthly  Letter. 


Successful  investors  know  Goodbody 


@ 


GOODBODY&  CO. 


EST.  1891  33  BROAD  STREET,  NEW  YORK 

Htmbtrt  Ntw  York  Stock   Exching*  and  Leading  Stock  and  Commodity  Exchangea   •   100  Offices  Throughout  the  Nation. 
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Fishman,  an  instructor  at  the  Univer- 
sity, of  Posner's  takeover  of  DWG, 
which  appeared  in  the  September- 
October  1968  issue  of  Mergers  <b  Ac- 
quisitions. Entitled,  "How  NOT  to 
Make  a  Tender  Offer,"  it  argues  that 
Posner  made  a  series  of  mistakes  in  at- 
tempting to  gain  control  of  DWG.' 
Posner  did  finally  gain  control,  but, 
Austin  says,  "That's  only  because  he 
paid  more  tlian  he  should  have." 
.  There  are  those  who  believe  that, 
given  his  wholly  owned  vehicle,  Se- 
curity Management,  Posner  is  able 
to  make  money  from  companies  he 
acquires  even  if  the  companies  them- 
selves go  into  the  red.  DWG,  for 
example,  had  a  loan  from  the  Metro- 
politan Life  Insurance  Co.  for  $743,- 
000  at  6!?.  After  Posner  took  over 
DWG,  Metropolitan  refused  to  re- 
new the  loan.  Security  Management 
thereupon  assumed  the  loan  at  a  10% 
discount,  which,  in  effect,  raised  the 
interest  to  some  figure  above  1%  (de- 
pending on  when  the  loan  is  repaid). 
DWG,  in  turn,  loaned  Penn  Engineer- 
ing $1.75  million  to  make  acquisitions. 
The  interest:   10.2.55f. 

NVF  has  offered  subordinated  de- 
bentures for  the  rtock  of  Sharon  Steel. 
DWG  has  offered  convertible  deben- 
tures for  the  stock  of  Southeastern 
Public  Service.  In  the  case  of  Sharon 
Steel,  Posner  plans  to  pay  for  the 
debentures  with  the  profits  of  the 
compain-.  The  trouble  is  that  if 
Posner  gets  less  than  80X  that  may  be 
easier  said  than  done. 

His  prospectus  admits  this  in  sev- 
eral places.  Example:  ".  .  .  Restric- 
tions in  Sharon's  current  loan  agree- 
ments may  .  .  .  adversely  affect  Shar- 
on's ability  to  pay  dividends,  thereby 
decreasing  funds  available  to  NVF 
for  the  payment  of  interest  on  those 
debentures."  Example:  Based  on  "pro 
forma  statement  of  earnings  (loss)  of 
NVF  and  Sharon,  NVF  could  not 
meet  requirements  out  of  earnings." 

Says  Posner:  "If  N\'F  went  after 
General  Motors,  who  would  pay  the 
interest  except  General  Motors?  That's 
how  conglomeiates  work." 

Sharon  and  Southeastern  have  been 
importuning  stockholders  to  reject 
Posner's  tender  offer,  but  Posner  is 
sure  the  stockliolders  will  accept  be- 
cause of  the  quick  profit  his  converti- 
ble debentures  ofter.  He  boasts:  "I 
haven't  lost  one  company  yet  that  I've 
gone  after. " 

He  predicts  the  conglomerate  he's 
building  will  have  revenues  of  $3  bil- 
hon  "within  five  years."  He  admits 
General  Motors  is  too  large  to  take  on, 
but  says  he  might  go  after  Chrysler. 
Given  the  arithmetic  of  conglomerates, 
he  obviously  figures  he  could  buy 
Chryler  with  Chryler's  own  money.  ■ 
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The  Money  Men 


Warning: 
It  May  Be  Later 
Than  You  Think 

Pail  Codman  Cabot,  70,  Boston 
blue  blood  and  former  treas- 
urer of  Har\ard,  chairman  of  State 
Street  Investing  Corp.  and  director 
of  seven  major  U.S.  corporations, 
picked  up  the  telephone  on  his 
cluttered  desk.  Sidney  Weinberg 
wants  to  talk  with  \ou,  his  secre- 
tary told  him.  "Hello  W'ynie,  what's 
up?"  Cabot  asked. 

What  was  up  was  that  Chicago 
dealster  Ben  Heineman  had  that 
morning  made  a  lender  ofier  for 
B.F.  Goodrich,  with  New  York 
dealster  Laurence  Tisch  acting  as 
a  kind  of  shotgun  Myles  Standish. 
Weinberg  and  Cabot  are  both 
Goodrich  directors  of  long  stand- 
ing. As  directors,  what  are  we  go- 
ing to  do  about  this  takeover, 
Weinberg  asked?  W  hat  indeed. 

Saying  goodbye  to  Weinberg, 
Cabot  swiveled  for  a  minute  to 
gaze  at  a  freighter  maneuvering 
in  Boston  harbor,  29  si  jries  below. 
Then  he  grinned  at  his  visitor  and 
conmiented: 

"It's  the  same  old  story  in  these 
takeo\ers.  Somebod)  makes  a  pass 
at  these  girls  and  they  rush  out 
to  find  a  legitimate  marriage. 

"Either  way,  the  girl  loses  her 
virginity — fast." 

That's  not  precisely  the  way  he 
said  it,  because  for  all  of  Groton 
and  Harvard  and  Back  Bay,  Cabot 
likes  to  use  four-letter  words  once 
in  a  while.  But  tlie  reader  will  get 
the  point;  Cabot  thinks  a  good 
many  people  and  a  good  many 
companies  are  being  taken  in  these 
takeovers. 

Becoming  serious,  he  said:  "These 
^tender  oilers  and  these  proliferating 
conglomerates  are  wrong.  They  are 
dangerous.  These  takeover  guys  act 
as  if  they  have  found  the  secret 
of  perpetual  motion.  Well,  they 
haven't. 

"It's  hard  enough  to  run  one 
business.  How  in  hell  do  they  ex- 
pect to  run  half  a  dozen? — I  know 
this  is  a  sweeping  statement  but 
I'll  say  it:  I  know  of  few  mergers 
that  didn't  create  a  mess,  and  I've 
been  through  some  big  ones. 

"And  these  prices.  These  old-line 
companies  just  are  not  worth  20, 
25   times   earnings.    I   can   under- 


stand fancy  price/earnings  ratios 
for  some  of  these  little  companies. 
At  least  there's  a  chance  they  could 
become  another  IBM  or  Polaroid. 
But  a  c\clical,  billion-dollar  com- 
pany? Ridiculous. 

"I  can  see  things  brewing  right 
now  that  could  be  more  trouble- 
some than  what  we  had  in  1929." 

We  gulped.  Cabot  has  seen  a 
lot  in  his  time.  "Worst  than  1929, 
Mr.  Cabot?" 

"Look  at  the  parallels.  In  1929 
money  rates  were  sky-high;  John 
Q.  was  in  hea\  ily,  and  the  brokers 
were  egging  him  on;  people  were 
saying  there's  going  to  be  a  short- 
age of  common  stocks." 

"But  what's  worse  today,  Mr. 
Cabot?" 

"I'll  tell  you.  In  1929  the  in- 
vestment trusts  were  doing  wicked 
and  unsound  things,  things  that 
helped  bring  on  the  crash.  You 
didn't  know  what  was  in  their  port- 
folios. You  didn't  know  where  their 
income  was  coming  from.  You  had 
■0  have  faith — in  a  name. 

"That  kind  of  role  is  being  play- 
ed now  by  the  conglomerates  and 
takeover  guys.  Only  they're  doing 
it  on  a  far  bigger  scale  than  the 
investment  trusts  did:  putting  up 
prices,  keeping  investors  in  the 
dark.  Why  some  of  the  things  I  see 
are  just  crooked." 

Cabot  paused  and  reached  into 
his  desk.  Out  came  the  annual  re- 
port of  one  of  the  better  known 
conglomerates.  We  had  to  prom- 
ise not  to  print  its  name  before 
he  guided  us  through  its  income 
report.  No  question  about  it.  It  was 
downright  misleading;  the  earnings 
weren't  what  the  report  seemed  to 
say  they  were. 

Said  Cabot:  "I  brought  this  to 
the  attention  of  a  mutual  friend 
who  asked  the  company.  His  friend 
in  the  company  said  he  hadn't  been 
aware  of  the  way  earnings  had 
been  reported.  The  hell  he  hadn't! 
1  persuaded  my  partners  to  sell 
the  stock." 

"But  Mr.  Cabot,"  we  interrupted, 
"you  conservative  types  have  been 
worrying  for  quite  a  while  now. 
Yet  nothing's  happened.  When  do 
you  think  the  bottom  is  going  to 
drop  out?" 

"Now  you've  got  me,"  he  con- 
ceded. "I  don't  know  the  answer. 
1  do  know  that  these  excesses  al- 
ways last  longer  than  makes  any 
bloody  sense.  1  remember  the  Flor- 


Paul   Cabot 


Ida  land  boom  of  the  Twenties. 
They  were  even  selling  land  un- 
der lakes.  My  partners  and  I  knew 
prices  were  too  high,  but  we  fig- 
ured we'd  sell  to  the  next  guy. 
But  it's  risky  trying  to  play  that 
game.  We  were  too  late  and  we 
took  a  mild  hosing.  It  was  the  best 
thing  that  ever  happened  to  us. 

"What  will  break  the  camel's 
back  this  time,  I  don't  know.  But 
I  can  see  the  poor  beast  starting 
to  buckle. 

"It  shocks  me  that  so  many  of 
the  investment  companies  are  play- 
ing the  game  too.  It  works  like 
this:  A  takeover  guy  comes  to 
them  and  says,  'I'm  going  to  take 
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"Can  you  direct  me  to  top  management?" 

Yes. 

Go  directly  through  Forbes. 

According  to  a  new  Don  Bowdren  Associates 
survey,  8.7%  of  our  subscribers  are  Board 
Chairnnen,  Presidents,  or  Chief  Executives  of  their 
companies.  Over  one  third  are  in  top  management. 

95%  of  Forbes  subscribers  own  corporate 
stocks  and  1  out  of  every  4  Forbes  home-owners 
own  homes  valued  at  $50,000  or  more. 

The  average  Forbes  family  income  is  $31,238 
and  38.4%  of  our  subscribers  have  household 
incomes  of  $25,000  a  year  or  more. 

Median  net  worth  of  the  Forbes  subscriber  is 
over  $1 1 1,000,  and  one  out  of  every  24  is 
a  millionaire. 

These  figures  show  who  the  Forbes  man  is 
and  why  our  ad  pages  have  jumped  95%  in 
three  years. 

Why  not  put  your  money  where  the  money  is? 
In  Forbes.  Where  every  issue  is  a  direct  line  to 
top  management. 


Forbes:  capitalist  tool 


The  Money  Men 


o\er  such-and-such  at  such  a  price, 
50?  over  the  current  market  price. 
Why  don't  \ou  bu\  o'?  of  the  stock 
and  tender  it  to  me  when  my  offer 
comes  out?'  So  the  takeover  guy 
gets  a  block  of  stock  in  friendly 
hands  and  the  investment  com- 
pany gets  an  assured,  easy  profit. 
Even  if  the  takeover  fails,  the 
raped  company  marries  someone 
else  and  the  investment  company 
still  makes  out. 

"This  is  a  game  that's  going  to 
give  the  whole  investment  com- 
pany business  a  bad  name. 

"Don't  get  me  wrong.  I  don't 
argue  with  investing  for  perform- 
ance. I'm  for  it.  But  investing  for 
short-range  performance  like  this 
is  wrong.  It's  poor  policy.  It  can 
actualK  lead  to  bad  long-range 
performance.  At  State  Street  we're 
willing  to  take  risks,  but  not  the 
kind  where  we're  going  to  be 
blown  right  out  of  the  window  if 
something  goes  wrong." 

He  went  over  to  a  filing  cabinet 
and  took  out  a  reprint  of  an  article 
he  wrote  for  The  Atlantic  Monthly. 
It  warned  against  investment  com- 
pany abuses  and  speculation.  The 
kev-  sentence:  "Ahnost  anyone  can 
make  money  during  a  period  of 
rising  prices,  but  it  tvill  take  real 
skill  to  curtail  losses  when  things 
arc  moving  in  the  opposite  direc- 
tion." The  date  of  the  article: 
March  1929.  In  the  years  there- 
after, Cabot  proved  his  point; 
State  Street's  customers  survived 
the  Great  Crash  and,  perhaps  more 
impressive,  avoided  being  trapped 
in  the  False  Rally  of  19.30-31. 

As  we  got  ready  to  leave,  Cabot 
hedged,  but  only  a  little  bit,  on  his 
warning  of  impending  trouble.  "Of 
course,  we've  got  more  built-in 
correctives  today.  A  sharp  stock 
market  probably  would  not  turn 
into  a  depression.  But  it  could  still 
be  a  beautiful  decline.  A  beautiful 
one." 

So  that,  in  no  uncertain  terms, 
is  what  Paul  Cabot  thinks  the  con- 
glomerate and  takeover  trends  are 
leading  to.  You  can  discount  him, 
if  you  wish,  as  an  aging  patrician 
who  resents  new  money  and  new 
tactics.  You  can  say  that  his  Puritan 
heritage  rebels  at  easy  money;  that 
he's  mad  because  the  Establish- 
ment is  being  challenged. 

But,  frankly,  we  were  impressed 
by  his  warning.  And  a  little 
scared.  ■ 
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THE  CHASE 

MAN  H  ATTAM 

BANK,N.A. 

HEAD  OFFICE:  1  Chase  Manhattan  Plaza,  New  York,  New  York  10015 

Consolidated  Statement  of  Condition  December  31,  1968 

ASSETS 

Cash  and  Due  from  Banks $   4,989,806,311 

U.  S.  Government  Obligations, 

Direct  and  Guaranteed 1,024,630,094 

Obligations  of  States  and  Political  Subdivisions.     .  1,305,911,401 

Other  Securities 145,238,159 

Investment  in  Subsidiaries  not  Consolidated  .     .     .  36,834,279 

Mortgages 1,146,676,253 

Loans 9,900,674,396 

Bank  Premises  and  Equipment 159,206,473 

Customers' Acceptance  Liability 255,094,736 

Other  Assets 301,717,721 

$19,265J89,823 

LIABILITIES 

Deposits— Demand $   9,027,168,139 

— Savings  and  Other  Time 4,634,291,354 

—Overseas  Offices 3,048,466,164 

Total  Deposits 16,709,925,657 

Liabilities  for  Borrowed  Money 489,791,029 

Acceptances  Outstanding 2  59,964,015 

Accrued  Taxes  and  Other  Expenses 84,751,163 

Other  Liabilities 97,667,311 

Reserve  for  Possible  Loan  Losses 251,505,708 

Capital  Funds: 

Capital  Notes  (4.60%  Due  1990) 212,740,000 

Convertible  Capital  Notes  (4% %  Due  1993)    ....  149,575,400 

Capital    Stock    (Par  value  $12.50  per  share) 261,903,275 

Authorized  23,000,000  shares:  outstanding  20.952,262  shares 

Surplus 500,000,000 

Undivided  Profits 190,701,582 

Reserve  for  Contingencies 57,264,683 

Total  Capital  Funds 1,372,184,940 

$19,265,789,823 

Of  the  above  assets,  $2,145,259,544  were  pledged  to  secure  public 
and  trust  deposits  and  for  other  purposes.  Securities  with  a  book 
value  of  $151,714,128  were  loaned  to  customers  against  collateral. 

Member  Federal  Deposit  Insurance  Corporation 
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The  Economy 


The  Longest  Way  Round 


American  corporate  treasurers  and 
merger  magnates  have  discovered 
an  oasis  in  the  increasingly  dry 
capital  markets.  Their  new-found 
watering  hole  in  part  explains  the 
paradoxical  statement  heard  re- 
cently: "Interest  rates  have  never 
been  higher,  but  money  seems  to 
be  available. "  .\mericans  have  dis- 
covered Eurodollars — which  are 
simply  defined  as  dollars  deposited 
by  both  Americans  and  foreigners 
with  commercial  banks  outside  the 
U.S.  and  which  grow  with  the  U.S. 
balanc-e-of-pa>ments  deficit. 

In  the  last  few  years  U.S.  cor- 
porations ha\e  been  borrowing 
more  of  these  Eurodollars,  either 
short  term,  through  bank  borrow- 
ings, or  long  term,  through  so- 
called  Eurobonds,  which  are 
simply  medium-  and  long-term 
bonds  exchanged  for  U.S.  dollars. 
But  instead  of  using  the  proceeds 
to  finance  their  operations  and 
capital  expansions  in  Europe,  as 
was  the  case  until  recently,  U.S. 
companies  have  also  begun  to 
bring  some  of  these  dollars  back 
for  use  in  the  U.S.  This  new  flow 
of  dollars  back  across  the  Atlantic, 
of  course,  doesn't  bother  officials 
in  Washington  since  it  contributes 
positively  to  our  balance  of  pay- 
ments. 


There  is  no  way  of  knowing  the 
amount  of  fhort-term  borrowing; 
no  records  are  available  for  cor- 
porations. In  long-term  borrow- 
ings via  Eurobonds,  American  cor- 
porations received  over  $2  bil- 
lion last  year.  But  estimating  what 
part  was  destined  for  use  within 
the  U.S.  is  difficult,  because  Ameri- 
can corporations  need  not  divulge 
as  much  information  to  get  these 
funds  as  they  do  in  the  U.S. 

In  fact,  this  is  one  of  the  attrac- 
tive features  of  financing  in  Eu- 
rope. "There  is  no  long-drawn-out 
Securities  &  Exchange  Commission 
registration  process  in  Europe," 
says  one  U.S.  investment  banker 
watching  this  trend.  "It's  easier  to 
raise  money  over  there  than  it  is 
in  the  United  States,"  says  Thomas 
G.  Wiley,  treasurer  for  Electronic 
Memories,  Inc.,  a  $30-million 
Hawthorne,  Calif,  maker  of  com- 
puter memory  cores.  Wiley,  whose 
company  floated  $13.5  million  in 
convertible  subordinated  deben- 
tures in  Europe,  admits  bringing 
the  money  back  to  the  U.S.,  where 
it  helped  Electronic  Memories 
to  accjuire  10%  of  Indiana  General. 

Electronic  Memories  is  one  of 
a  number  of  more  speculative  U.S. 
companies  that  have  gone  to  Eu- 
rope recently.  Others  include  Com- 


monwealth United  and  King  Re- 
sources. But  larger  U.S.  companies 
have  also  floated  substantial  issues 
for  Eurodollars,  at  least  part  of 
which  were  intended  for  U.S.  do- 
mestic use.  In  the  last  12  months, 
Teledyne  has  raised  $50  million. 
Gulf  &  Western  $50  million,  Ling- 
Temco-Vought  $77  million  and 
Walter  Kidde   $30  million. 

To  the  European  investor,  the 
opportunity  to  invest  in  a  Euro- 
pean bond  issue  of  an  American 
corporation  is  attractive.  Were  he 
to  invest  directly  in  the  U.S.  bond 
or  stock  markets,  he  would  be  sub- 
ject to  a  withholding  tax  on  inter- 
est and  dividends  that  goes  as  high 
as  30%.  The  Eurobond  not  only 
frees  him  from  paying  that  tax;  it 
also  gives  him  a  chance  to  par- 
ticipate in  the  American  stock 
market,  for  the  great  majority  of 
recent  Eurobond  issues  are  con- 
vertibles that  tend  to  move  in 
tandem  with  the  price  of  a  com- 
pany's common. 

Right  now,  it's  estimated  that 
the  total  Eurodollar  pool  of  dollars  is 
almost  $30  billion,  and  if  the  U.S. 
balance-of-payments  deficit  con- 
tinues to  mount,  the  supply  of  dol- 
lars in  Europe  will  expand  even  fur- 
ther. And  to  that  flexible  pool  of 
Eurodollars  will  come  more  and 
more  U.S.  corporations,  as  long  as 
they  have  trouble  borrowing  what 
they  need  in  the  U.S.  ■ 


The  Forbes  Index 
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Composed  of  the  following:  • 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 
What  volume  of  hard  goods  are  we  ordering^ 
IDept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Depl.  of 


I 


Commerce  private  nontarm  housing  starts) 

Consumption 
How  much  are  people  spending''  (Dept.  ol 
Commerce  retail  store  sales) 
To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


DEC 121.8 

JAN 123.4 

FEB 126.0 

MAR 128.3 

APR 129.3 

MAY     130.1 

JUNE     131.1 

JULY    132.3 

AUG 133.3 

SEPT 133.7 

OCT 135.0 

NOV 135.9 

DEC 136.6 

JAN.  (pre.)  .136.8 


service  price  index  related  to  the  consuinsi, 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


'Components  marked  (  J  relied  recent  revisions  in  Government  figures. 
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Can  You 

'GET  RICH  aUICK' 

in  the 

Stock  Market? 


If  "Getting  Rich  Quick"  means  making  a 
lot  of  money  overnight,  we  believe  that  the 
answer  is  a  decided  "no",  for  professionals 
and  amateurs  alike. 

There  have,  been  cases  of  people  makmg 
a  so-called  "quick  killing." 

But  we  (The  National  Association  of 
Investment  Clubs)  hold  to  the  principle 
that  relative  wealth  can  best  be  achieved 
over  the  long  term  through  the  sound 
method  of  studying  stocks,  and  a  regular 
investment  policy. 

Among  our  educational  tools  is  a  monthly 
magazine-"Better  Investing"- which  goes 
to  over  100,000  of  our  Investment  Club 
Members  each  month,  and  many  brokers 
and  professional  investors,  as  well.  "Better 
Investing"  gives  no  sure  fire  "Get  Rich 
Quick"  tips  on  stocks.  It  does  feature 
specific  stock  studies,  recommended  for 
study  by  our  members,  and  suggested 
model  portfolios  to  start  on  now  for  growth 
over  the  next  5  years. 

Amateur  or  professional,  we're  so  sure 
that  you  will  find  "Better  Investing"  inter- 
esting and  profitable  that  we'll  be  happy  to 
send  you  a  sample  copy  of  "Better  Invest- 
ing" free.  Or,  if  you'll  act  now,  and  enclose 
a  dollar  with  the  coupon  below,  we'll  send 
you  your  free  copy  plus  a  6  month  sub- 
scription, plus  a  list  of  all  the  stocks  sug- 
gested for  study  by  investment  club  mem- 
bers over  the  past  16  years,  so  you  can 
judge  our  methods  for  yourself.  (The 
regular  yearly  subscription  rate  for  "Better 
Investing"  is  $3.00j. 
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1300  Washington  Blvd.  Building 
Detroit,  Michigan  48226 


F 
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scription for  $1.00. 
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MARKET  COMMENT 

By  L  0.  Hooper 


Waiting  It  Out 


state. 


.Zip. 


It  must  be  apparent  to  everyone  who 
follows  the  stock  market  that  the  tem- 
perature of  speculation  has  dropped; 
the  funds,  as  well  as  individual  in- 
vestors, are  acting  with  less  resolution. 
In  a  situation  like  this,  where  most 
people  lack  assertive  conviction,  the 
day-to-day  trend  of  the  market  is 
likely  to  blow  hot  and  cold. 

Market  participants  have  become 
accustomed  to  expecting  action;  and, 
whenever  prices  cease  to  go  down, 
there  is  a  disposition  to  put  a  little 
money  to  work.  Not  eveiyone  is  con- 
vinced that  die  market  is  going  still 
lower,  and  some  people  doubt  the 
ability  or  the  courage  of  the  money 
managers  and  the  new  Administration 
to  slow  down  the  rate  of  inflation  to 
the  widely  talked-of  objective  of  2% 
annually.  It  should  be  remembered, 
too,  that  the  classic  technical  expecta- 
tion long  has  been  an  intermediate 
rally  of  about  .50%  of  the  initial  decline. 
A  possible  explanation  is  that  pes- 
simism comes  in  waves.  One  wave 
exhausts  itself  psychologically,  then 
there  is  a  rally,  and  after  the  rally 
pessimism  builds  up  again. 

The  stock  market  sometimes  cannot 
be  hurried.  This  is  especially  true 
when  there  are  many  people  operating 
in  it  who  are  in  doubt  about  the  nature 
and  intensity  of  the  fundamental  fac- 
tors that  govern  prices.  Most  people 
are  constitutional  optimists,  allergic 
to  pessimistic  thinking.  It  takes  a 
tough  environment  to  keep  the  mar- 
ket uniformly  bearish. 

The  writer  has  not  changed  his 
ideas  about  near-term  probabilities. 
He  thinks  that  the  effort  to  slow  down 
the  rate  of  inflation  will  be  successful, 
and  that  there  is  no  hurry  about  put- 
ting new  money  to  work  in  the  stock 
market.  Both  fiscal  and  credit  re- 
straint seem  to  be  written  into  the 
situation  at  the  moment.  When  the 
investment  community  becomes  con- 
vinced of  this,  and  when  there  is 
better  evidence  that  resulting  defla- 
tionary trends  are  extant,  prices  prob- 
ably will  be  lower  and  stocks  should 
be  a  better  buy.  As  soon  as  there  is  a 
general  acceptance  of  the  pattern  out- 
lined in  this  column  for  the  past  2)2 
months,  it  will  be  time  to  think  about 
buying.  That  will  be  the  time  to  take 

*Mr.  Hooper  is  associated  with  tlie  New  York 
Stock  Excliange  firm  of  W.   E.  Hutton   &  Co. 


advantage  of  lower  prices  and  gen- 
eral discouragement.  In  other  words, 
the  time  to  buy  will  be  when  doubts 
about  the  success  of  the  deflationary 
effort  evaporate.  I  can't  time  this  per- 
fectly, but  I  am  guessing  that  the 
DJI  will  make  a  bottom  somewhere 
in  the  area  of  820  to  870  some  time 
before  June  1. 

An   Obvious   Value 

One  of  the  quahty  stocks  that  ap- 
peals to  me  at  around  these  prices  is 
National  Steel  (50),  which  is  selling 
at  about  10  times  earnings  to  make 
the  $2.50  dividend  return  5%.  This 
company's  capitalization  is  about  80^ 
stock,  a  very  thick  equity.  Earnings 
per  share  for  the  past  five  years  have 
averaged  about  $4.85  annually.  About 
$36  a  share  has  been  spent  on  im- 
provements and  modernization  in  the 
past  five  years,  and  the  Weirton  mill 
is  one  of  the  most  modern  steel  plants 
in  the  world.  This  stock  is  an  obvious 
value,  I  think,  somewhat  like  Annco 
Steel  (now  62)  was  when  first  sug- 
gested at  lower  prices. 

The  decline  in  Chrysler  (52)  was 
started  by  some  intensive  mutual-fund 
selling.  The  stock  at  these  prices, 
down  from  72/4,  has  obviously  gone  a 
long  way  to  discount  present  high  in- 
ventories of  unsold  cars  in  the  indus- 
try, and  the  probability  that  Chrysler 
will  not  enjoy  as  high  a  percentage  of 
the  domestic  market  in  1969  as  in 
1968.  I  suspect  that,  from  a  value 
point  of  view,  Chrjsler  is  beginning 
to  be  quite  reasonably  priced. 

The  outlook  for  the  airlines  is  im- 
proving. In  my  Sept.  15  column,  I 
called  these  stocks  a  "speculation  in 
inevitability."  Some  of  the  '"inevitabil- 
ity" is  beginning  to  show  in  the  form 
of  fare  increases  and  revisions  and 
route  awards.  A  better  regulative  at- 
mosphere is  beginning  to  appear.  For 
high  leverage.  Trans  World  Airlines 
and  KLM  Royal  Dutch  are  appealing. 
Some  of  the  funds  that  would  not 
look  at  airlines  last  September  have 
recently  been  buying  them. 

On  extreme  weakness,  which  may 
occur  in  some  of  these  thin-market 
stocks,  I  like  the  mobile-homes  issues. 
In  this  area  Skyline  Homes  and  Philips 
Industries  would  deserve  attention  of 
those  who  like  fast-moving  issues 
representing  a  fast-growth  industry.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Marking  Time 


Wall  Street  has  been  marking  time 
for  the  past  couple  of  months.  The 
usual  year-end  rally  never  material- 
ized, and  the  DJI  never  made  it  up 
to  1000,  but  whatever  weakness  de- 
veloped was  of  minor  proportions  (at 
least  so  far)  and  timely  rallies  quickly 
dispelled  the  gloom. 

Wall  Street  is  waiting  for  various 
things  to  happen  before  making  up 
its  collective  mind  and  deciding  which 
way  the  market  will  turn  next.  It 
wants  to  see  whether  the  approach 
of  the  Nixon  team  will  be  significantly 
different  from  that  of  the  Johnson 
Administration;  whether  the  restrictive 
credit  policies  of  the  Federal  Reserve 
are  having  the  intended  effect  of 
slowing  down  the  pace  of  the  econ- 
omy and  thereby  reducing  inflationary 
pressures,  or  whether  even  more 
severe  measures  will  be  necessary; 
and  whether  the  newly  initiated  talks 
in  Paris  will  hold  greater  promise  for 
ending  the  war  in  Vietnam. 

Most  people  who  are  intensely  in- 
terested in  the  stock  market  want  to 
have  a  definite  opinion — black  or 
white.  They  don't  like  grey.  Yet  there 
are  often  extended  periods  of  time 
when  the  trend  is  not  clearly  defined, 
when  it  blows  hot  and  then  cold,  with 
generally  moderate  fluctuations.  In- 
vestors who  have  been  cautious  and 
have  prudently  reduced  their  commit- 
ments begin  to  get  itchy  on  the  third 
day  of  a  rally,  while  others  who  pre- 
ferred to  ignore  the  warnings  feel 
remorse  as  soon  as  stock  prices  sag. 
We  are  going  through  one  of  these 
periods  right  now,  and  the  pros  with 
hundreds  of  millions  of  dollars  under 
their  control  are  feeling  the  same 
pangs  of  indecision  as  the  smallest 
odd-lot   investor. 

The  pros,  by  the  way,  had  a  pretty 
rough  time  last  year.  The  ten  largest 
mutual  funds  showed  an  average 
gain  of  5.5%,  not  even  matching  the 
results  of  Standard  &  Poor's  composite 
stock  index.  Despite  all  the  research 
and  portfolio  changes,  they  wound 
up  with  a  below-average  performance. 

Personally,  I  am  suggesting  a  some- 
what cautious  investment  policy,  the 
principal  reason  being  my  belief  that 
both  the  Federal  Reserve  and  the 
Nixon  Administration  are  determined 


Mr.   Biel   is  a  partner   In    ihe   New  York  Stock 
Excliange   firm   of   Emanuel.    Deetjen   &   Co. 


to  reduce  the  rate  of  inflation.  Funda- 
mentally, this  means  tight  credit,  and 
this  in  turn  does  not  provide  the 
climate  for  a  flourishing  bull  market. 
But  if  the  Fed  should  take  the  foot 
off  the  brake,  we  will  have  a  brand- 
new  ball  game.  Meanwhile,  I  shall 
endeavor  to  resist  temptation  and 
keep  the  cash  reserve  (which  now 
earns  better  than  6%  in  Treasury  bills, 
or  more  than  the  big  funds  gained 
last  year)   intact. 

While  many  investors,  including  in- 
stitutions, are  following  this  cautious 
stance,  speculators  have  not  yet 
trimmed  their  sails.  They  still  look 
for  ultra-rapid  capital  gains  and  dis- 
regard the  high  risks  involved.  While 
the  DJI  is  selling  at  a  reasonable 
earnings  multiple  of  about  16,  the 
corresponding  ratio  for  rapid-growth 
stocks  is  around  40 — the  highest  since 
the  end  of  1961,  just  before  the  dra- 
matic decline  in  the  spring  of  1962. 
This  makes  speculation  in  such  issues 
hazardous  and  adds  to  the  vulner- 
ability of  the  entire  market. 

Stocks  To  Consider 

Some  months  ago  (Forbes,  Sept. 
15,  1968)  I  commented  briefly  on 
Bliss  &  Laughlin  (30).  The  stock 
reached  a  new  peak  in  December,  but 
has  since  reacted  close  to  the  level 
at  which  it  was  originally  suggested. 
Last  year's  earnings  exceeded  our  ex- 
pectations. Bhss  &  Laughlin  is  build- 
ing a  fine  record  of  gradually  rising 
per-share  earnings  which  in  due  course 
should  enhance  its  investment  rating. 
Profits  have  more  than  doubled  in 
the  past  five  years,  and  while  it  would 
be  unreasonable  to  expect  this  feat 
to  be  duplicated  in  the  next  five,  I 
see  no  reason  why  BLI's  above-aver- 
age growth  rate  should  not  continue. 
Management  predicts  a  good  first 
quarter,  and  I  believe  that  earnings 
of  about  $2.50  a  share  may  be  at- 
tainable this  year.  Selling  at  little 
more  than  12  times  such  earnings, 
the  stock  retains  its  appeal. 

Disney  Production's  entertainment 
complex  near  Orlando,  Florida,  will 
open  for  business  in  about  two  years. 
It  will  dwarf  the  highly  profitable 
Disneyland  in  Anaheim,  Calif.  It  is 
hardly  surprising,  therefore,  that  Walt 
Disney  stock  turned  out  to  be  one  of 
last  year's  star  performers,  and  while 


I  am  usually  allergic  to  very  higl 
P/Es,  I  can  see  the  justification  in 
this  case.  But  if  this  stock  should  be 
too  speculative  for  your  taste,  you 
may  consider  Florida  Power  Corp., 
the  utility  which  will  provide  elec- 
tricity for  the  new  Disney  venture. 
'  Florida  Power  is  one  of  the  out- 
standing growth  companies  among 
electric  utilities.  Revenues,  earnings 
arid  dividends  have  doubled  in  the 
past  decade,  a  remarkable  achieve- 
ment by  any  standard  and  an  excep- 
tional one  in  a  regulated  industry. 
Growth  utilities  have  always  com- 
manded premium  prices,  and  de- 
servedly so.  Florida  Power,  now  sell- 
ing at  47,  first  reached  and  surpassed 
this  level  as  long  ago  as  1961  when 
per-share  earnings  were  $1.37  and 
the  dividend  90  cents.  Now  earnings 
are  around  $2.30  and  the  dividend 
rate  is  $1.52,  which  means  that  the 
P/E  ratio  has  come  down  from  34  to 
20  while  the  yield  has  risen  from 
1.9%  to  3M%.  Obviously,  FDP  was  a 
disappointing  investment  during  the 
intervening  years,  but,  aside  from  the 
fact  that  the  1961  price  was  rather 
rich,  the  reason  is  the  steep  rise  in 
interest  rates.  Even  a  growth  utility 
finds  it  tough  to  compete  with  yields 
of  over  5%  on  tax-exempt  bonds  and 
over  7%  on  corporates. 

No  one  can  predict  whether  interest 
rates  have  reached  their  peak  or 
whether  they  will  rise  even  higher. 
That  is  why  I  am  reluctant  to  make 
a  blanket  recommendation  for  the 
purchase  of  utilities.  FDP  however, 
has  a  plus  factor  in  the  development 
of  Walt  Disney  World  that  is  bound 
to  accelerate  its  future  growth.  This 
is  a  sound,  long-range  investment. 

Our  affluent  society  is  spending 
ever-increasing  amounts  of  money  on 
luxuries,  big  and  small.  Papercraft 
(27),  the  leading  maker  of  gift  wrap- 
pings, has  been  a  beneficiary  of  this 
trend.  The  company,  which  also  pro- 
duces tapes,  adhesives,  decorative  rib- 
bons as  well  as  Christmas  cards,  is 
now  benefiting  from  consolidation  of 
its  operations  in  a  new  plant.  Profits 
last  year  were  at  a  record  high  of  at 
least  $1.25  a  share,  and  further  gains 
are  expected  this  year.  Reflecting  the 
favorable  outlook,  Papercraft  recently 
supplemented  its  modest  cash  divi- 
dend with  3%  in  stock.  The  price  of 
PCT  dropped  some  20%  after  the  Fed- 
eral Trade  Commission  raised  objec- 
tions to  the  acquisition  of  CPS  In- 
dustries, but  even  if  the  FTC  should 
prevail  in  its  demand  for  divestiture, 
which  management  doubts,  the  ad-t 
verse  effect,  if  any,  on  Papercraft 
would  not  be  serious.  At  its  present 
reduced  price  the  stock  is  specula- 
tively attractive.  ■ 
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When  was  the  last 

time  you  bought 

a  suit  of  clothes 

over  the 

phone? 


Probably  never  ...  but  how  many 
times  have  you  bought  a  stock  with- 
out really  "seeing"  it? 

Usually  when  a  man  buys  a 
suit  he  likes  to  "see"  what  he  is  get- 
ting and  how  it  fits. 

Yet  many  investors  buy  or 
sell  or  continue  to  hold  stocks  with- 
out bothering  to  get  an  objective  ap- 
praisal of  their  value.  They  allow 
themselves  to  go  it  "blind",  because 
like  many  successful  men  they  think 
they  haven't  the  time  to  check  up  on 
or  evaluate  stocks  all  year  'round. 

Value  Line  is  an  investment 
advisory  service  that  makes  check- 
ing current  value  relatively  easy  and 
quick.  We  are  not  saying  that  Value 
Line  can  make  you  rich  in  a  hurry. 
But  we  can  help  you  to  lessen  risk  by 
providing  systematic,  objective  eval- 
ulations  of  1400  widely-held  common 
stocks  the  year  'round.  We  can  in- 
crease your  probability  of  making 
profits.  We  can  help  you  to  "see"  on 
one  page— and  rather  quickly— a  bal- 
anced picture  of  each  of  the  1400 
stocks  covered  in  The  Value  Line  In- 
vestment Survey.  We  show  you  the 
.evidence.  We  give  you  the  relative 
evaluation— unequivocally. 

Each  week,  Value  Line— alone  among 
investment  advisory  services— rates 
each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five 
groups  on  four  counts: 

I.The  stock's  probable  market 

performance  in  the  next  12 

months 

2.  Its  appreciation  potential  3  to 
5  years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
5  years) 


Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A-|-  to  C— 
for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Ex- 
change plus  about  300  on  the  Amer- 
ican Exchange  and  the  Over-the- 
Counter  markets. 

Value  Line  also  provides  you 
with  a  unique  method  to  determine 
if  a  particular  stock  suits  you ...  if  it  is 
tailored  to  your  investment  needs. 
The  way  in  which  Value  Line  enables 
you  to  determine  objectively  how 
suitable  a  particular  stock  is  for  you 
in  terms  of  your  personal  investment 
goals  is  by  assigning  an  index  num- 
ber to  each  of  the  four  weekly  rat- 
ings. By  weighting  the  four  index 
numbers  to  accord  with  your  own 
goals,  you  can  gauge  how  suitable 
any  one  of  the  1400  stocks  is  for  you 
now. 

In  addition  to  the  weekly 
ratings  on  1400  stocks  covering  66 
industries,  Value  Line  publishes  a 


full-page  research  report  on  each 
stock  every  three  months— at  the  rate 
of  about  100  or  more  a  week.  Each 
report  includes  a  series  of  19  differ- 
ent columns  of  vital  information  for 
each  of  the  company's  last  15  years 
—  if  available.  Also  a  chart  of  the 
stock's  monthly  price  range  since 
1952,  a  concise  500-word  analysis 
of  the  company's  business  and  the 
latest  developments  and  other  valu- 
able information.  Supplementary  re- 
ports are  issued  between  quarterly 
reports  if  evidence  requires. 

If  you  want  to  "see"  what 
you  are  buying,  selling  or  holding 
among  the  1400  stocks  covered  by 
Value  Line,  just  fill  in  the  coupon 
below.  If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days 
and  your  money  will  be  refunded  in 
full  and  at  once.  You  may  receive 
Value  Line  for  the  term  you  check- 
one  year  for  $167,  three  months  for 
$44,  or  four  weeks  for  $5.  Each 
weekly  edition  consists  of  full-page 
reports  on  about  100  or  more  stocks 
and  analyses  of  their  industry  groups 
.  .  .  plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index  containing 
the  up-to-date  ratings  on  all  1400 
stocks  . . .  plus  the  8-page  Selection 
&  Opinion  editorial  section  .  .  .  plus 
the  monthly  Special  Report  on  "in- 
sider" transactions  and  the  quarterly 
Special  Report  on  mutual  fund  trans- 
actions issued  during  the  term  of 
your  subscription. 

BONUS.  With  the  annual  or  three- 
month  subscription.  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full- 
page  reports  on  all  1400  stocks  pub- 
lished prior  to  your  subscription. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who 
have  already  had  such  a  4-week  subscrip- 
tion within  the  past  6  months. 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.   I  enclose 
payment. 


iD 


ONEYEAR-$167 

(52  EDITIONS) 

□  3-MONTH  TRIAL-$44 
(13  EDITIONS) 
Send  me  the  complete  service 
for  the  term  checked  plus— 
as  a  bonus— the  2-volume 
Investors  Reference  Library 
consisting  of  Value  Line  sec- 
tions published  during  the  13 
weeks  preceding  start  of  this 
subscription. 

n  Payment  enclosed 
D  Bill  me 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return 
the  material  for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 


Address 


.AA1628 


City 


State 


Zip 


(Subscription  lees  are  deductible  lor  income  tax  purposes. 

N.Y.C.  residents,  please  add  5%  sales  tax;  other  NY.  State 

residents,  add  applicable  sales  tax.) 

(No  assignment  ot  this  agreement  will  be  made 

without  subscriber's  consent.) 

WThe  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co 


V        5  East  44th  Street  • 


Inc. 
New  York,  N.Y.  10017 
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the  1969  market 
trend  already 


WE  THINK  IT  HAS!  Our  subscribers  have  been  so 
advised.  Smart  investors  are  aware  that  the  major 
market  trend  often  strongly  influences  the  course 
of  individual  stocks. 

That's  why  INVESTORS  RESEARCH  believes  the 
successful  investor  must  first  try  to  determine  the 
dominant  trend  and  second  select  the  stocks  or  pro- 
gram most  likely  to  profit  from  this  trend. 
Special  $1  Offer:  So  you  can  test  for  yourself  the 
value  of  such  an  approach,  INVESTORS  RESEARCH 
will  send  you  a  full  5-week  subscription  to  the  IR 
REPORTS.  Each  issue  includes  our  copyrighted 
Primary  Trend  Index,  Weekly  Analysis  of  over  600 
stocks.  Supervised  Speculative  and  Investment  Ac- 
counts and  20  Leading  Market  Indices  —  plus  our 
bonus  guide  "A  Positive  Investment  Program". 
All  for  the  reduced  get-acquainted-price  of  only  $1. 
Mail  coupon  today! 


INVESTORS  RESEARCH  REPORTS 
Dept.  Fl       924    Laguna   St.,   Santa   Barbara,   Calif.  93102 
Please  mail  my  5-weeI<  trial  subscription  to  tlie  IR  REPORTS 
plus  my  bonus  A  POSITIVE  INVESTMENT  PROGRAM  guide. 
I  enclose  $1.00. 


City 


ZIP 


(This  offer  good  to  first-time  subscribers  only) 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  vi^ant  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  D-95. 

THE  Danforth  Associates 

Wellesley  hills,  Mass..  u.s.a.  ouSi 

Investment  Management   .    Incorporated  1936 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Why  Fight  City  Hall? 


If  you  have  been  reading  these  col- 
umns to  find  out  what  the  stock  mar- 
ket is  going  to  do,  you've  been  making 
a  grave  mistake.  All  I  can  tell  you  is 
where  I  ihink  the  stock  market  is 
heading,  and  why.  Today,  however, 
I  want  you  to  listen  to  a  man  who 
represents  a  force  that  can  make  the 
market  go  up  or  down. 

His  name  is  George  W.  Mitchell, 
and  he  is  one  of  seven  men  who  form 
the  Board  of  Governors  of  the  Federal 
Reserve  System  and  who,  in  this 
capacity,  are  charged  with  the  man- 
agement of  the  supply  of  money  and 
credit — the  lifeblood  of  our  economy. 
Last  month,  in  an  interview  with 
U.S.  News  <Lr  World  Report,  Mitchell 
explained  at  great  length  and  in  con- 
siderable detail  the  Federal  Reserve 
Board's  current  policy  of  restraint, 
how  it  is  to  be  implemented,  and 
what  it  aims  to  achieve. 

Members  of  the  Federal  Reserve 
Board  frequently  make  speeches  and 
give  interviews  but  almost  invariably 
emphasize  that  their  statements  re- 
flect their  personal  opinions  and  not 
necessarily  those  of  the  Board  as  a 
whole.  No  such  disclaimer  appears 
at  any  point  during  Mitchell's  inter- 
view; on  the  contrary,  he  repeatedly 
uses  the  word  "we"  in  responding 
to  questions  about  the  Board's  inten- 
tions, leaving  no  doubts  whatever 
that  he  is  speaking  oflBcially  for  the 
Board,  or  at  least  for  its  majority. 
As  far  as  I  know,  the  Fed  has  never 
before  placed  itself  so  unequivocally 
on  pubhc  record,  nor  put  its  authority 
and  credibility  so  fully  at  stake.  To 
my  mind,  this  can  only  mean  that 
the  Federal  Reserve  Board  will  carry 
out  its  policy,  come  what  may;  it  also 
means  that  Mitchell's  interview  is  the 
most  authoritative  "market  letter"  you 
may  ever  read. 

Forceful  but  Gradual 

Here  are  some  of  the  high  points: 
"We  mean  business  in  breaking  the 
inflationary  psychology  that  has  de- 
veloped. ...  It  will  probably  take 
a  reduction  in  real  growth"  [excluding 
price  increases]  "to  about  2%  to  get 
the  kind  of  environment  in  which 
the  present  inflation  psychology  vdll 
be  hard  hit."  By  adding  that  he  con- 
Mr.  SchuIz  is  a  partner  in  the  New  'iork 
Stocic   Exchange   firm   ol   Wolfe   &   Co. 


siders  a  3%  annual  inflation  rate  "de- 
finitely too  high,"  Mitchell  implied 
that  the  Board  wants  to  see  the  gross 
■national  product  rise  by  less  than 
5%  this  year,  or  about  half  as  much 
as  it  grew  from  1967  to  1968.  "Our 
policy  of  credit  restraint  is  forceful, 
but  it  is  also  gradual.  Economic 
growth  might  be  retarded  for  a  year 
or  more  before  the  needed  change 
in  climate  takes  place.  .  .  .  We  will 
need  restraint — either  tight  money  or 
restraint  on  the  fiscal  side  from  stiffer 
taxes  or  reduced  federal  spending. 
And  we  will  need  it  as  long  as  es- 
calating prices  and  inflationary  psy- 
chology persist.  ...  A  simmering 
down  of  the  stock-market  specula- 
tion will  play  a  part  in  cooling  the 
economy." 

Pointing  to  an  apparent  slowdown 
in  consumer  spending,  Mitchell  saw 
an  inventory  problem  developing,  as 
a  result  of  which  the  economy  might 
be  moving  into  a  "minirecession" 
even  now.  He  added:  ".  .  .  all  the 
signals  seem  to  point  toward  slower 
expansion  in  consumer  spending  .  .  . 
there  is  no  reason  to  expect  a  big 
surge  in  business  spending  if  infla- 
tionary expectations  are  taken  away." 
Together  with  the  prospect  of  a  slow- 
down in  federal  spending  and  the 
high  cost  of  mortgage  money,  this 
would  seem  to  leave  virtually  no  ma- 
jor area  of  the  nation's  economy  in 
which  one  could  expect  continued 
vigorous  growth. 

As  for  the  risk  of  a  sharp  rise  in 
unemployment  resulting  from  the 
Fed's  restrictive  policy:  "It  is  im- 
portant to  remember  .  .  .  that  unem- 
ployment is  extremely  low  .  .  .  3.3% 
of  the  work  force."  In  a  minireces- 
sion, "the  unemployment  rate  might 
go  up  to  4%  or  a  little  more.  Some 
say  even  a  4.5%  jobless  rate  is  'toler- 
able.' "  Significantly,  at  ;ust  about 
the  time  of  Mitchell's  interview,  an- 
other governor  of  the  Fed,  Andrew 
F.  Brimmer,  made  pubhc  the  con- 
clusions of  a  new  study  that  showed 
that  a  slowdown  of  the  economy  to 
zero  growth  would  raise  the  unem- 
ployment rate  by  only  two-tenths  of 
1%.  It  thus  seems  clear  that  the  Fed 
has  gone  to  great  pains  in  preparing 
to  defend  not  only  monetary  but  also 
fiscal  restraints  against  attack  on  po- 
litical and  social  grounds. 
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It  seems  clear,  too,  that  the  Fed 
has  the  Nixon  Administration's  full 
backing  and  active  cooperation  in  its 
campaign  against  inflation  and  infla- 
tion-think. The  new  Budget  Director 
has  said  that  efforts  will  be  made  to 
cut  the  spending  side  of  the  Johnson 
budget  for  fiscal  1969-70;  and  the 
new  Secretar>-  of  the  Treasury  has 
stated  that  there  is  "no  need  or  rea- 
son" to  raise  the  monetary  price  of 
gold,  presumabh'  because  "it  will  be 
our  purpose  to  maintain  a  strong 
dollar  bodi  at  home  and  abroad."  For 
those  who  have  been  buying  and 
holding  common  stocks  as  an  easy 
hedge  against  the  ravages  of  rapid, 
irresistible  inflation,  words  such  as 
these  coming  from  the  Administra- 
tion, coupled  with  those  from  the 
independent  Federal  Res-^rxe,  should 
spell  cold  comfort  indeed. 

A   Lid  on  Prices 

Nevertheless,  investors  and  specula- 
tors recently  seemed  far  more  im- 
pressed by  last  month's  indications  of 
further  strong  expansion  in  the  sup- 
ply of  money  and  bank  credit.  Not  a 
few  observers  voiced  the  suspicion 
that  the  inflation  was  running  wild 
and  that  the  Fed  had  lost  control 
of  the  situation.  This  strikes  me  as 
a  rash  and  unwarranted  inference. 
The  consequences  of  the  Reserve 
Board's  restrictive  measures  were,  in 
any  case,  unlikely  to  make  an  im- 
mediate, severe  dent  in  the  money 
supply.  Besides,  the  Fed  has  so  far 
barely  scratched  the  surface  of  the 
weapons  stockpile  it  can  draw  on 
to  subdue  inflation  and  inflationary 
psychology'  (for  example,  it  can  raise 
reserve  requirements  and  shrink  the 
money  supply  by  selling  Treasury  ob- 
ligations, of  which  it  holds  over  $52 
billion).  More  important,  now  that 
it  has  placed  its  intentions  on  record 
as  never  before,  the  Fed  can  scarcely 
afford  a  "credibility  gap "  and  should 
therefore  be  expected  to  make  increas- 
ing use  of  its  arsenal — sooner  rather 
than  later  if  it  has  reason  to  think 
that  gradualism  is  being  mistaken 
•for  lack  of  resolution.  The  squeeze 
may  thus,  before  long,  feel  more  like 
a  crunch. 

In  any  event,  investors  should  be 
prepared  to  see  all  or  most  recent 
projections  for  the  coming  year  go 
out  the  window,  to  be  replaced  by 
forecasts  of  a  slow-growth  economy 
during  the  second  half  and  perhaps 
even  in  early  1970 — in  Mitchell's 
words,  "for  a  year  or  more."  If  so, 
there  should  now  be  an  effective 
ceiling  over  the  average  level  of  stock 
prices;  and  when  there  is  a  ceiling, 
even  a  temporary  one,  the  stock 
market's  path  of  least  resistance  is 
usually  best  presumed  to  be  down.  ■ 


Coaxial  Cable [rl] to  Capital  Gain? 


\        Yours  as  Added  Bonus! [ 

Major  New  Report  Programs  Strategy 
for  Investors  as  Community  Antenna 
TV  Picture  Comes  into  Sharper  Focus 


If  you  appreciate  the  hard  cash  value  of 
thoroughly  researched,  timely-as-tomorrow 
investment  information,  this  special  report, 
on  what  we  believe  is  one  of  the  most  excit- 
ing new  industries  of  the  coming  decade,  is 
must  reading 

Prepared  by  our  professional  analysts  after 
painstaking  research,  the  study  probes 
deeply  into  the  pertinent  facets  of  CATV 
from  the  perspective  of  individual  invest- 
ment opportunity  examines  the  invest- 
ment merits  of  companies  with  varying  de- 
grees of  commitment  to  CATV  .  .  .  and  sin- 
gles out  three  stocks  for  participation. 
In  this  fact-filled  analysis  you  will  find  defin- 
itive answers  to  questions  such  as  .     . 

•  Why.  after  some  20  years  of  development, 
does  CATV  sudderily  loom  large  on  the 
investment  horizon  now? 

•  What  are  the  widespread  ramifications  of 
recent  Supreme  Court  rulings  on  CATV? 

•  What  are  the  facts  and  figures  behind  a 
forecast  of  growth  for  CATV  from  $170 
million  in  1967  to  $1.8  billion  by  1973? 

•  How  should  you  approach  CATV  equip- 
ment and  system  companies  on  the  basis 
of  near-term  and  long-term  investments? 

•  Why  broadcasting  companies  have 
jumped  on  the  CATV  bandwagon  —  RCA. 
QBS.  WESTINGHOUSE.  COX.  REEVES. 
ROLLINS,  LIN,  and  companies  as  diverse 
as  AT&T  RUST  CRAFT.  GULF  &  WEST- 
ERN. KAlJFr^/IAN  &  BROAD.  ESSEX-WIRE, 
LIVINGSTON  OIL,  FOOT  CONE  &  BELD- 
ING,  COt^l^ONWEALTH  UNITED,  NA- 
TIONAL GENERAL  AVCO.  GENERAL 
TIRE.  GE.  fVIOTOROLA,  KAISER, 
COWLES,  TltvIE' 

•  What  IS  the  growth  potential  of  future 
CATV  applications  in  the  exotic  areas  of 


checkless  banking,  automatic  meter 
reading,  burglar  and  fire  alarm  surveil- 
lance . .  and  what  other  new  applications 
has  the  massive  information  carrying 
capability  of  the   cable'  opened  up? 

•  What  are  the  three  specific  stocks  se- 
lected for  investment  .  .  .  and  what  is  the 
timing? 

This  timely  study  dwells  on  a  great  many 
additional  areas  with  a  direct  bearing  on 
your  specific  opportunities  for  individual 
investment. 

THE  COMPREHENSIVE  CATV 
REPORT  IS  YOURS  AS  A  BONUS 
with  a  $10  Introductory  Trial  Package  to 
COM-STAT  —  the  advanced  computer- 
based  fundamental-technical  service.  In  ad- 
dition to  the  CATV  Report  your  package 
includes; 

•  the  latest  COf^-STAT  ratings  on  450  care- 
fully selected  stocks 

•  how  these  ratings  compare  BOTH  the 
fundamental  and  technical  factors  of 
each  of  these  stocks  in  the  current 
market 

•  full  details  on  test  results  made  by  apply- 
ing COI^-STAT  Stock  Ratings  to  an  Au- 
tomatic Buy-Sell  Plan 

•  COtvl-STAT's  measurement  of  today's 
stock  market  with  specific  advice  for  the 
period  ahead  —  including  its  Forecasting 
Lines  over  the  past  seven  years 

•  the  latest  C0IV1-STAT  Slock  Comments 
with  growth  channel  studies  on  carefully 
selected  top-rated  issues 

•  Specific  instructions  on  applying  COIVI- 
STAT  to  growth,  income,  or  speculative 
portfolios 

Return  the  coupon  now  and  your  package 
will  reach  you  by  return  air  mail. 


o 


COM-STAT 


A  Division  of  Spear  &  Staff,  Inc. 

Dept.   CF215 

Babson  Park,  Mass.  02157 


Here  is  my  $10  (fully  credited  if  I  decide  to  become  a  member)  Please  send  me  your  BONUS 
REPORT  on  CATV  plus  your  COM-STAT  Introductory  Trial  Package 

Zl  Check  here  to  receive  ALL  of  the  above  as  a  BONUS  with  a  90-day  Guest  Membership 
at  $95  ($90  if  payment  is  enclosed)    .    a  $125  value. 

NAME . 

ADDRESS . 

CITY 


.STATE. 


.2IP- 


(for  new  readers  only  .  .  .  not  assignable  without  your  consent) 
D  Check  here.it  you  are  an  investor  with  more  than  $15,000  in  the  market  for  information 
about  Spear's  Investment  Management  Program.  No  obligation 
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CAN  YOU  NAME 

LAST  WEEK'S 

25  TOP  STOCKS 

IN  RELATIVE  PRICE 

&  VOLUME  ACTIVITY? 

How  were  the  stocks  currently  of  interest 
to  you  ranked  in  this  important  indicator  of 
relative  market  action? 

As  an  ActionlVlasterTM  subscriber,  you  would 
have  had  this  information  in  your  hands  by 
Monday  morning-in  time  to  do  something  with 
it! 

The  weekly  ActionMaster  report,  compiled  from 
one  of  the  largest  computerized  "banks"  of 
stock  trading  Information,  pinpoints  those  stocks, 
out  of  all  the  NYSE  and  ASE  stocks,  that  have 
started  a  trend  of  their  own!  Many  serious  in- 
vestors are  calling  ActionMaster  an  "early 
warning  system"  —  an  important  timing  aid 
regardless  of  investment  objectives. 

SPECIAL  TRIAL  OFFER  -  $5 

If  you  have  not  yet  seen  ActionMaster,  take  ad- 
vantage of  our  special  introductory  trial  offer. 
You'll  probably  never  want  to  be  without  it 
again  after  examining  your  first  copy. 


ActionMaster 


345  Hudson  St. 
N.Y.,  N.  Y.  10014 

Please  enter  my  subscription  for  special  2-issue 
introductory  offer.  My  check  for  $5  is  enclosed. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


F-30 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  oflFer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net  and  higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  11-4306 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Stocks  Rather  Than  The  Market 


Without  in  any  way  deprecating  the 
seriousness  of  the  deflationary  forces 
that  lurk  in  the  background,  I  wonder 
if  surface  impressions  can  be  fully 
accepted  at  face  value.  It's  not  just 
that  the  popular  interpretation  of 
underlying  trends  and  new  national 
policies  thus  far  has  been  wrong. 
Last  summer's  popular  fears  of  fiscal 
"overkill"  are  a  perfect  illustration  of 
the  point.  Rather,  no  one  has  yet 
demonstrated  to  my  satisfaction  that 
the  economy  can  only  grow  during 
a  period  of  inflationary  price  increases. 
Moreover,  I  think  it  significant  to 
note  that  the  action  of  the  barometric 
business  indicators  is  now  entirely  dif- 
ferent from  the  trends  that  were  in 
evidence  just  prior  to  past  recessions. 
If  anything,  the  pattern  is  more  like 
that  which  is  usually  recorded  before 
further  improvement  in  the  aggregate 
measures  of  our  prosperity.  What  I'm 
trying  to  say  is  that  the  business  out- 
look may  be  more  one  of  a  plateau 
than  a  recession — more  Hke  the  first 
half  of  1967  (the  minirecession  no 
one  even  noticed)  than,  say,  1960. 
True,  the  die  has  not  yet  been  cast, 
and  the  growth  of  the  nation's  money 
supply  which  has  an  important  bear- 
ing on  business  and  market  trends  has 
slowed.  But  this  does  not  spell  a  new 
credit  crunch  a  la  1966 — or  a  throt- 
tling of  any  and  all  progress. 

Success  Stones 

If  this  relaxed  view  of  the  over-all 
environment  is  correct,  it  points  up  two 
supplementary  considerations:  1)  If 
1969  is  to  be  a  year  in  which  the  econ- 
omy's growth  slows,  there  neverthe- 
less can  be  individual  success  stories. 
In  other  words,  as  long  as  a  positive 
downturn  is  avoided,  certain  compa- 
nies and  industries  can  record  special 
progress.  2)  My  oft-repeated  point 
that  it  is  far  more  important  to  be 
"right"  about  stocks  than  about  the 
stock  market  has  been  borne  out  in  the 
past  six  weeks.  Numerous  airhne, 
aluminum,  copper,  and  steel  stocks 
are  now  higher  than  they  were  when 
the  market  was  at  its  peak  in  early  De- 
cember. Thus,  I  have  no  hesitation  in 
directing  attention  to  the  following 
stocks  with  a  special  story. 

There  is  no  question  but  that  the 

Mr.  Lurie  Is  a  partner  in  the  New  York  Slock 
Exchange    firm   of   Josephthal    &   Co. 


computer  industry  has  been  one  of 
the  important  growth  industries  of  the 
■Sixties.  While  1969  may  be  somewhat 
of  a  transition  year  during  which  past 
progress  is  digested,  continued  growth 
lies  ahead.  In  this  connection,  it's  in- 
teresting to  note  that  Sperry  Rand's 
Univac  division  now  has  become  one 
of  the  company's  two  major  profits 
sources,  and  is  a  better-than-$500- 
milUon  business.  Moreover,  growth 
should  continue  at  a  15%-20%  annual 
rate.  The  company's  hydraulics  and 
farm  equipment  divisions  enjoy  a  ; 
bright  1969  outlook  and  probably  will 
have  record  results  in  the  fiscal  year 
ending  Mar.  31.  In  total,  I  believe 
that  Sperry  Rand  has  the  potential  of 
a  10%  earnings  improvement  this  com- 
ing year  over  the  $2.15-$2.25-per- 
share  profit  estimated  for  the  March 
1969  fiscal  year.  There  is  special  in- 
ternal earnings  leverage  in  the  com- 
pany's oflBce  equipment  division  (a 
roughly  $225-million  operation)  which 
is  in  the  black  after  years  of  unsat- 
isfactory results  but  which  still  re- 
turns a  sub-normal  profit  margin. 

As  was  noted  two  weeks  ago,  I 
believe  the  aerospace  and  metals  in- 
dustries will  be  among  this  year's  top 
group  performers.  All  of  which  brings 
to  mind  Martin  Marietta.  Last  year, 
roughly  two-thirds  of  the  company's 
earnings,  which  I  estimate  at  $2  per 
share,  came  from  "outside"  the  aero- 
space business  as  such,  particularly 
the  construction  area.  With  the  out- 
look good  in  the  commercial  areas 
of  the  Martin  Marietta  complex,  and 
the  defense  division  ( which  is  more  a 
peace  than  war  beneficiary)  Hkely  to 
enjoy  better  margins,  I  can  see  a  10%- 
20%  improvement  potential  for  1969. 
Also,  the  company's  controlling  but 
not  majority  interest  in  Harvey  Alu- 
minum can  be  the  source  of  an  addi- 
tional earnings  increment,  if  and  when 
this  company  is  fully  absorbed. 

In  my  opinion,  there  are  several  un- 
appreciated strengths  in  the  current 
position  and  outlook  of  General  Dy- 
namics Corp.  True,  last  year's  earn- 
ings declined  to  about  $3  per  share  ■ 
from  $4.91  in  1967  and  $5.16  in 
1966,  years  when  shipments  were 
trending  upward.  But  the  1967-68 
earnings  downtrend  is  exclusively  the 
product  of  special  charges;  without 
them   earnings   would  have  reached 
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STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors  in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  v^ill  be  sent  free  on  request.  Just 
write  for  Portfolio    F-105. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
1 50  Broadway*  New  York  38,  N.Y. 


new  peaks.  Furthermore,  I  believe 
that  a  sharp  gain  in  reported  net  is 
likely  this  year,  with  the  earnings  po- 
tential being  in  the  $6-$8-per-share 
area.  While  about  half  my  1969  earn- 
ings projection  can  be  attributed  to 
production  of  the  nation's  most  pub- 
licized, most  criticized  aircraft  pro- 
gram— the  F-111 — there  are  compen- 
sations here,  too.  For  example,  if 
estimated  profits  on  the  F-111  are 
capitalized  at  only  five  times,  and  the 
remainder  of  the  company's  profits 
carry  a  ten  times  multiple,  the  stock 
is  selling  for  less  than  its  theoretical 
hard  core  value.  In  short,  with  all  of 
the  problems,  but  little  of  the  promise 
now  recognized  in  the  marketplace, 
General  Dynamics  comes  under  the 
heading  of  a  turnaround  speculation. 

Interest  in  the  Steels 

In  this  period  of  emphasis  on  low 
multiple  stocks,  on  measuring  down- 
side risks  against  the  appreciation  po- 
tential, there  are  a  number  of  persua- 
sive reasons  for  interest  in  the  steel 
stocks,  another  of  my  favorite  groups 
for  1969.  It's  not  just  that  there  has 
been  a  voluntary  agreement  which 
will  reduce  imports  this  year  or  that 
the  industry's  pricing  structure  seems 
to  have  strengthened.  Rather,  the 
prospect  that  ultimate  consumption 
will  be  well  maintained  in  1969  points 
up  the  fact  that  the  industry  can  do 
much  better  in  an  evenly  operating 
environment  than  in  an  irregular  pro- 
duction year  like  1968.  And  the 
hard  core  values  are  quite  impres- 
sive. Illustrative  of  the  point,  I  think 
that  Armco  Steel  can  at  least  dupli- 
cate last  year's  roughly  $6  per-share 
profit  in  1969.  I  detect  a  more  ag- 
gressive management  posture,  a  de- 
sire to  diversify,  in  a  company  that 
historically  increases  its  share  of  the 
market  in  competitive  periods. 

These  corporate  comments  illus- 
trate why  I  believe  the  question  of 
the  attraction  of  the  individual  issue 
continues  to  be  more  important  than 
a  debate  about  the  direction  of  the 
averages.  True,  the  answer  still  is  not 
at  hand  as  to  whether  the  economy 
can  be  "fine  tuned."  And  it's  too  early 
to  say  that  the  psychological  readjust- 
ment to  a  noninflationary  environ- 
ment has  been  completed.  But  even  a 
"flat"  environment  can  have  its  own 
compensations  when  the  popular 
view  is  carried  to  an  extreme.  "Thus, 
while  continuation  of  the  10%  tax 
surcharge  is  an  obvious  burden  on 
corporate  earning  power  and  con- 
sumer spending  ability,  the  fact  re- 
mains that  anything  which  stops  the 
immediate  escalation  in  interest  rates 
has  positive  long-term  benefits.  And 
the  economy  and  the  market  prosper 
best  in  a  period  of  price  stabihty.  ■ 
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The 


wish 


%l%l% 


Us 


are  they 
immoral? 


Oddly  enough,  some  people  seem  to  think  so. 

They  seem  to  think  that  all  those  glorious  catalogs— the 
kind  in  which  you  can  lose  yourself  for  hours  on  end  in  pleasant 
daydreams-encourage  us  to  spend  money  on  things  we  really 
don't  need. 

They  think  that  all  the  different  brands  of  the  same  kinds 
of  products— all  clamoring  for  your  attention— represent  an  eco- 
nomic waste. 

They'd  like  to  avoid  all  that  by  having  fewer  brands  com- 
peting for  your  attention.  Less  advertising. 

But,  when  you  come  right  down  to  it,  that's  not  the  kind  of 
thinking  that  created  so  many  of  our  jobs  in  this  country. 

Its  not  the  kind  of  thinking  that  has  given  us  a  standard  of 
living  most  of  the  world  envies. 

The  ivory  tower  critics  call  competition  wasteful. 


Yet,  isn't  it  just  this  competition  that  has  created  our  jobs 
and  our  prosperity? 

Isn't  it  competition  that  drives  manufacturers  to  work 
harder  ...  to  bring  out  new  products  that  make  life  easier  and 
more  fun  ...  to  build  better  products  and  to  keep  prices  down? 

Manufacturers  have  to  innovate  and  build  better  and  keep 
prices  in  line ...  or  Americans  just  stop  buying. 

That's  the  way  the  system  works.  We,  the  consumers,  have 
the  ultimate  weapon— free  choice. 

And,  since  nobody  knows  how  much  you  can  interfere  with 
the  free-choice  system  without  damaging  it  .  .  .  let's  be  careful 
about  how  we  tinker  with  it  in  response  to  the  critics. 

Can  you  imagine  a  Montgomery  Ward  catalog  with  only 
ten  pages  in  it? 

The  mind  boggles. 

Magazine  Publishers  Association 

An  tssocialion  of  365  leading  U.  S.  mtgtiines 


THE  FUNDS 


Two  1968  Winners 


Two  of  the  top  money  managers  in  1968  were  Henry  Neuwirth  (above,  left) 
manager  of  the  $90-million  Neuwirth  Fund,  and  David  Ehlers  (right),  man- 
ager of  the  $64-million  Gibraltar  Fund.  They  are  alike  in  many  things:  for 
example,  their  ages— 36  and  37,  respectively— and  the  outstanding  gains 
they  achieved  for  their  funds— 90%  for  Neuwirth  and  73%  for  Gibraltar, 
vs.  an  estimated  18%  for  the  fund  industry  as  a  whole.  But  a  joint  interview 
with  FORBES  revealed  substantial,  even  surprising,  differences  between 
them  in  approach  to  investing  and  general  market  outlook,  the  result 
perhaps  of  their  quite  different  career  patterns. 

Ehlers,  one  of  the  youngest  vice  presidents  in  the  history  of  a  large 
Detroit  bank,  despaired  of  his  bank's  hesitancy  in  buying  and  holding  Xerox, 
which  he  hod  recommended.  In  frustration,  he  quit  and  took  his  family 
to  Fort  Lauderdale.  But  money  followed  Ehlers  and  his  investment  advisory 
service,  and  when  it  did  he  went  on  selling  trips  around  the  country  to 
speed  up  the  flow.  Gibraltar  Fund  was  originally  intended  only  for  small 
accounts. 

Henry  Neuwirth,  who  began  his  Wall  Street  career  at  18  as  a  board- 
boy  chalking  up  transactions,  soys  "I  don't  advertise,  and  I  don't  intend  to. 
I  won't  accept  investment  advisory  accounts,  either."  Neuwirth  is  content 
to  manage  his  own  account,  his  mutual  fund  and  some  pension  money. 
Ehlers  dreams  of  eventually  going  public  with  his  money-management 
company  and  of  buying  control  of  promising  companies.  , 

Here  ore  some  of  their  responses  during  the  course  of  a  recent  joint 
interview  with  FORBES. 


Wc  know  the  stocks  that  did  well 
for  you  in  1968,  hut  could  you  talk 
about  your  investment  approaches? 

Ehlers:  We  bouglit  exploding  earn- 
ings power  in  medium-.sized  connpa- 
nies  where  we  understood  the  busi- 
ness, knew  the  management  and 
where  their  price/earnings  multiples 
were  at  levels  that  we  could  live 
with.  In  the  guessing  game — what's 
going  to  happen  to  the  multiple — the 
name  of  the  game  is  really  large 
gains  in  earning  power. 

NEmvir.TH:  I've  always  had  trouble 
with  this  "exploding  earnings."  I 
don't  think  I've  been  in  too  many 
companies  where  the  earnings  ex- 
ploded, where  I   could  see  it  ahead 


of  time.  But  as  far  as  our  basic  anal- 
ysis goes,  it  was  very  similar  to  Dave's. 

Last  year,  Henry,  when  Dave  was 
buying  fast  movers  like  Talley  Indus- 
tries, King  Resources,  and  Computing 
ir  Software,  you  owed  your  success  to 
an  entirely  different  group  of  stocks. 
How  do  you  account  for  this? 

Neuwirth:  Surprisingly,  we  turned 
cautious  in  the  early  part  of  the  year. 
This  led  to  cautious  investments — 
normally  not  my  cup  of  tea.  Instead, 
I  asked  myself:  "What  would  people 
who  had  a  lot  of  money  do  with 
their  money  now?  Where  could  they 
put  their  money  where  they  could 
still  do  well  with  it?" 

We  first  picked  the  insurance  com- 
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WHICH  FUNDS 
PERFORMED  DEST 

...during  turbulent  1968?? 

Just  oft  the  press . . .  FundScope's  exclusive  annual  performance  rankings  for  1968. 
This  dynamic  issue  gives  complete  1968  results  for  over  270  mutual  funds,  including 
Go-Go  funds,  No-load  funds  and  funds  little  known  except  to  professional  investors. 

You'll  see  that  while  the  Dow  Jones  Industrial  Average  gained  7.3%  (adjusted  for 
dividends)  mutual  funds  on  average  did  130%  better  with  a  17.2%  gain  (with  all 
distributions  reinvested).  BUT  MORE  IMPORTANT,  it  shows  that  individual  funds 
ranged  from  a  gain  of  72.7%  down  to  a  loss  of  9.6%.  In  fact,  7  funds  showed  gains 
of  over  50%  while  7  funds  registered  losses.  FundScope  NAMES  ALL  FUNDS  IN 
ACTUAL  ORDER  OF  PERFORMANCE. 

At  a  glance  you  can  see  exactly  how  your  fund  performed . . .  compare  it  with 
other  funds . . .  with  the  average  fund  or  with  the  average  of  its  group.  You  can 
pick  out  the  TOP  10%  and  the  ABOVE-AVERAGE  performers  for  both  growth  and 
income.  If  you  own  any  mutual  funds,  or  are  considering  investing  in  funds,  you 
owe  it  to  yourself  to  read  this  exclusive  issue. 

OTHER  FEATURES  IN  FEBRUARY 

"FUND  ACTIVITY"  highlights  items  of  interest  to  your  pocketbook.  "FOCUS  ON 
FUNDS"  provides  a  detailed  review  and  description  of  newsworthy  funds  including 
among  others  Ivy  Fund,  Pennsylvania  Mutual  and  Financial  Dynamics.  And  for  those 
interested  in  new  upcoming  funds -"FUNDS  IN  REGISTRATION" . . .  PLUS  important 
comments  on  selected  funds  including  Mates  Investment,  Insurance  Investors, 
T.  Rowe  Price,  Enterprise,  Gibraltar  Growth  and  Neuwirth  among  others. 

If  your  goal  is  successful  performance  from  mutual  funds,  let  FundScope  provide 
you  with  the  facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE.  IT  PRESENTS 
INFORMATION  NOT  AVAILABLE  ANYWHERE  ELSE-AT  ANY  PRICE.  Before  you  make 
any  important  decisions  regarding  mutual  funds,  you  owe  it  to  yourself  to  see  why 
each  month  over  20,000  investors,  brokers  and  money  managers  from  every  state 
and  48  foreign  nations  read  FundScope.  Now  in  its  11th  year,  this  independent 
mutual  fund  bible  helps  point  the  way  toward  more  intelligent  investing.  FUND- 
SCOPE  REGULARLY  COVERS  WELL  OVER  300  MUTUAL  FUNDS.  THIS  IS  BY  FAR  THE 
MOST  COMPREHENSIVE  REGULAR  COVERAGE  AVAILABLE  TO  THE  PUBLIC.  Whether 
you  want  to  see  exactly  how  your  fund  performed  as  compared  with  others,  or  you 
want  more  facts  before  you  consider  buying,  selling  or  switching  any  funds,  or  to 
see  which  funds  have  Keogh  Investment  Plans,  you'll  find  exclusive  unbiased 
material. 

SPECIAL  OFFER  (new  trial  subscribers  only) 
Send  just  $12  and  receive  a  3-month  subscription  to  FundScope  including: 

A.  The  big  February  issue  featuring  complete  1968  performance  results. 

B.  The  March  issue  which  reveals  performance  results  for  each  of  the  past  8  years. 
Enables  you  to  see  which  are  the  consistent  top  performers. 

0.  The  April  MUTUAL  FUND  GUIDE ...  the  biggest  issue  of  the  year.  Over  300 
pages  of  vital  data  on  over  325  funds  including  their  addresses,  and  numerous 
exclusive  performance  and  statistical  features. 

PLUS  2  BIG  BONUSES 

1.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  A  special  reprint  of  FundScope's  famous 
January  issue  featuring  No-Load  vs.  Load  Funds. 

2.  "COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY."  A 
special  article  that  tells  what  is  behind  these  combination  packages 

ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

FundScope 

Dept.  F-91,  Gateway  East 
Century  City,  Los  Angeles,  Cal.  90067 
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panies,  switching  25%  of  ou:  portfolio 
into  Safeco,  CNA  Financial,  Hartford 
Fire  and  Great  America  Holding  in 
March  or  April.  It  turned  out  that 
insurance  companies  had  just  about 
the  largest  move  of  any  industrial- 
type  stock  during  1968.  A  little  later 
in  the  year  we  tried  to  catch  the 
banks,  and  we  missed.  We  caught 
some  though,  and  we  caught  the 
twnaround  in  chemicals:  Air  Prod- 
ucts, Union  Carbide,  Ethyl,  Sun 
Chemical. 

Last  year  was  not  a  year  we  had 
many  of  the  growth  companies.  We 
had  more  of  them  in  1967.  King  Re- 
sources, one  of  Da\e's  for  1968,  gave 
us  our  biggest  move  in  1967. 

We  would  still  like  to  know  how 
you  picked  your  stocks.  Henry's  ap- 
proach seems  to  be  based  a  great  deal 
more  on  general  market  psychology 
than  yours,  Dave.  True? 

Ehlers:  Henry  and  I  have  talked 
on  several  occasions  when  Henry  ex- 
pressed concern  just  before  the  mar- 
ket got  into  some  turbulence.  And 
he  was  right — short  term.  I  just 
plunge  on,  howe\er.  I  just  buy  stocks 
with  price/earnings  power.  I  can't 
refrain  from  the  market.  I  get  close 
to  managements,  and  I  don't  like  to 
sell  our  positions  in  fundamentally 
sound  companies  just  because  I  think 
stocks  are  going  to  decline  20%. 

Last  year  we  put  600,000  miles  on 
our  jet  visiting  companies  all  over 
the  country.  I  don't  talk  to  company 
treasurers  because  I'm  not  interested 
in  this  year's  earnings,  but  in  the 
forces  that  will  determine  next  year's 
price,' earnings  ratio.  I  only  talk  to  the 
top  men  who  are  in  a  position  to  see  all 
the  forces  aflecting  their  company. 

Henry,  you  seem  to  wok  by  pick- 
ing industries,  like  insurance  or  chemi- 
cals. Why,  for  example,  did  you  pick 
cliemicals? 

Neuwirth:  I  remembered  that  in 
1961  when  the  econonn-  was  moving 
briskly,  the  chemical  companies  low- 
ered their  prices.  In  1968  the  chemi- 
cal companies  all  started  raising  their 
prices,  many  for  the  first  time  since 
1961.  We  took  a  look  at  them,  saw 
their  low  price  earnings  ratios  and 
figured  that  the  price  rises  indicated 
a  considerable  impro\ement  in  their 
profit  margins.  We've  still  got  them. 

Henry,  what  kind  of  market  do  you 
expect  to  see  in  1969? 

Neuwirth:  The  main  interest  of  the 
stock  market  r'ght  now  is  probably 
in  the  mergers  and  acquisitions  that 
are  going  on.  But  for  the  market  as 
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a  whole,  I  see  a  rough  \ear.  I  don't 
think  it'll  make  any  real  progress  in 
1969,  and  its  level  at  the  end  of  the 
year  could  be  comparable  to  where 
it  is  now.  It's  just  going  to  be  a  rough 
year,  and  \ou're  going  to  have  to  pick 
your  spots. 

The  reason  is  that  interest  rates 
are  at  their  highest  levels.  I  don't 
see  any  immediate  easing  of  the 
money  markets,  and  the  value  of 
securities  is  predicated  on  what 
money  is  worth.  Today  a  man  can 
get  7%  on  a  bond,  or  twice  what  he 
could  three  >ears  ago.  But  in  stocks, 
a  man's  \ield  isn't  double  what  it 
was  three  >ears  ago-^it's  the  same. 
In  other  words,  there  has  been  a 
spreading  out,  and  it's  got  to  close. 

Ehlers:  I  don't  agree  with  that  rea- 
soning. I  know  the  argument  well: 
It's  the  inverse-yield-spread  theor\ 
that  first  made  itself  known  eight  or 
nine  \ears  ago  when  we  first  had 
high-grade  bonds  yielding  more  than 
stocks,  stocks  which  traditionally  had 
\ielded  2  to  3  percentage  points  more. 

The  theory  was  that  when  you  get 
into  an  inverse  >ield  spread,  the 
liquidation  of  common  stocks  would 
increase  the  yield  as  their  prices 
dwindled.  At  the  same  time,  as  bonds 
were  bought,  their  prices  would  be 
bid  up  and  their  \ields  would  lower, 
putting  bonds  and  stocks  back  into 
'heir  historical  relationship. 

I  submit  that  the  inverse  yield 
spread  is  at  a  new  record,  but  I  don't 
care.  And  not  many  people  care. 
Why?  Because  the  value  of  dividend 
payments  becomes  very  marginal 
when  the>  are  ta.\ed  at  rates  of  505^ 
to  90^  as  our  wealths  population  has 
experienced  in  recent  \ears. 

Second,  if  a  company  can  earn  8% 
on  its  invested  capital,  but  pays  out 
two-thirds  or  three-fourths  of  that 
money  in  the  fonn  of  dividends,  the 
outlook  for  that  company  is  c}uestion- 
able.  Whereas  a  company  that's  earn- 
ing 20'^  after  taxes  on  its  invested 
capital  and  paying  out  only  one-tenth 
9f  its  earnings  finances  its  own  growth. 
I  doubt  if  the  inverse  yield  spread 
will  be  responsible  for  turbulence  in 
our  market. 

Dave,  Henry's  view  of  the  market 
seems  to  mirror  that  of  the  majority 
of  portfolio  managers  today.  Do  you 
agree? 

Ehlers :  My  only  reservation  for  the 
securities  outlook  in  1969  is  the  money 
situation  and  how  far  the  monetary 
authorities  will  go  in  restricting  credit. 
If  they  do  it  in  a  substantial  way, 
there's  no  question  it's  going  to  exert 
a  powerful  tug  on  the  equities  mar- 


An  Exciting  SPECIAL  REPORT! 

POLL  OF  PERFORMAHCE  FUND  PORTFOLIO  MANAGERS 
REVEALS  THEIR  miVIDUAL  SELECTIONS  FOR 

THE  "SLEEPERS"  OF  196S 

"OveNookeJ"  Stocks  These  Tod  Ppof essiooals 
Belieye  Most  Likely  To  "Take-Otr  This  Year 

PLUS-THEIR  AHSWERS  TO  SUCH  QUESTIOHS  AS: 

1)-WHAT  INDUSTRY  GROUPS  Are  Likely  To  Perform  Best  In  1969? 
2)-WHAT  IS  THEIR  FAVORITE  STOCK  Likely  To  Outperform  The 

Market  In  1969? 
3)-WHAT  IS  THEIR  FAVORITE  LONG-RANGE  GROWTH  STOCK  To  Sell 

At  Higher  Levels  5  Years  From  Now? 
4)— What  Stock,  Now  Greatly  Depressed,  Is  Most  Likely  To  Be  One  Of 

The  "SLEEPERS"  OF  1969? 


In  its  1969  Forecast  Poll  of  Performance  Fund  Portfolio 
Managers  —  top  professionals  who  we  believe  truly 
represent  outstandingly  expert  opinion  in  ttie  invest- 
ment world  -  TECHNICAL  STOCK  REPORTS  asked: 

"What  stock,  now  greatly  depressed  in 
price,  is  most  likely  to  be  one  of  the 
'Sleepers'  of  1969?" 

The  highly  revealing  answers  -  fully  tabulated  in  TSR's 
new  Special  Report  —  hold  what  seem  to  be  a  number 
of  highly  interesting  possibilities  for  alert  stock  market 
investors  in  the  year  ahead. 

The  complete  results  of  the  poll  —  which  may  bring 
startled  reactions  in  some  quarters  -  also  clearly  show 
what  these  vastly  experienced,  high-performing  port- 
folio managers  think  about  the  crucially  important  1969 
investment  questions  listed  above. 

The  answers  to  these  key  questions  could  add  highly 
significant  dimensions  to  your  market  thinking  lor  1969. 
We  believe,  therefore,  that  every  thoughtfui  investor 
should  have  the  opportunity  to  see  first-hand  what  this 
selected  group  of  some  of  the  foremost  securities  pro- 
fessionals in  the  world  think  right  now,  as  exclusively 
revealed  in  TSR's  new  Special  Report. 

The  new  Special  Report  —  a  unique  compendium  of  the 
current  thinking  of  these  esteemed  stock  market  pro- 
fessionals —  may  well  be  the  most  meaningful  and 
rewarding  single  study  to  be  released  by  TSR  during 
the  entire  year  ahead.  It  is  available  only  to  subscribers 


to  Technical  Stock  Reports.  You  may  receive  it,  too,  if 
you  qualify  by  accepting  without  delay  the  special  intro- 
ductory subscription  offered  below: 


SPECIAL  OFFER 

One-Mofltb  Trial + 

SPECIAL  REPORT 


s 


Only 


2 


(The  record  achieved  to  date  by  TCCHNICAL  STOCK 
REPORTS  is  not  a  guaronlee  of  equal  future  results.) 
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TECHNICAL  STOCK  REPORTS,  INC. 

Palisades  Park,  New  Jersey  07650 
Please  send  me  your  SPECIAL  REPORT  described  above  — 
AS  A  BONUS  at  no  additional  cost  —  as  part  of  my  Spe- 
cial Trial  Subscription  to  TECHNICAL  STOCK  REPORTS 
as  checked  below.  My  remittance  is  enclosed. 
D  $2  for  one  month  Q  $48  for  one  year 

D  Please  send  via  Air  Mail  ($2.00  add'l  per  year) 


Name 

Address 


City 

State     Zip    

(This  subscription  cannot  be  assigned  without  subscriber's 
I  consent.)  'ISIl  287 


AFFLUENTS 


Adults  who  are  home  owners  with  household 
ncomes  of  $15,000  &i  over 

Forbes  38.0% 

Fortune  37.6% 

Business  Week  27.2% 

Forbes  has  the  highest  concentration  of  these 
better  paid  home  owners  found  in  the  1968 
Simmons  Study  of  the  audiences  of  57 
publications. 
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TelegjrowtW 

BABSONS 

NETSV  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  worits: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day.  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.  F-27J 

Name 


Street  &  No.- 


City- 


BABSOIV'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


ket,  the  place  where  the  Hquidity  is 
going  to  have  to  come  from. 

If  what  they've  done  is  enough  to 
break  the  inflationary  psychology,  I 
think  the  market  in  the  next  couple 
of  months  will  know  it,  will  seftle 
down,  and  then  we're  going  to  have 
a  good  market  as  the  \ear  draws  on. 

There  are  some  forces  underhing 
the  stock  market  that  suggest  to  me 
that  prices  could  be  materially  higher 
in  the  next  24  to  36  months.  I  mean, 
1300  to  1400  on  the  Dow-Jones  in- 
dustrial average. 

First,  European  investors  have  no 
place  else  to  go  except  into  U.S. 
securities  now  that  they're  perform- 
ance minded.  We  have  the  only 
honest  big  game  in  town.  Second, 
there  are  the  400,000  life  insurance 
agents  in  this  countrx',  who  ha\e  be- 
come aware  they're  selling  bad  prod- 
ucts, and  they're  getting  funds  to 
sell.  Third,  fears  of  equity  invest- 
ments have  receded  greatly  since  the 
1930s — a  virtually  unintenupted  25 
years  of  prosperit>'  since  World  War 
II  has  done  that.  And  finalh',  with 
dividend  pa\Tnents  being  taxed  away, 
people  say  ordinary  income  is  no 
longer  a  consideration. 

Inflationary  psychology  fuels  spend- 
ing for  consumer  products  as  well  as 
for  equities.  If  it's  broken,  both  may 
suffer. 

Ehlers:  If  I  were  the  monetary  au- 
thorities, I  would  act  quickly  to  get 
all  the  credit  I  could  out  of  the  mar- 
ket, because  I'm  terribly  afraid  that 
as  a  result  of  these  influences,  there's 
going  to  be  so  much  upward  bias 
in  stock  prices  in  the  next  couple  of 
years  that  people  will  start  making 
spending  decisions  not  on  the  basis 
of  their  discretionar\'  incomes  but  on 
the  basis  of  their  net  worths,  which 
onl\-  aggravates  inflation. 

Your  respective  holdings  of  ca-sh 
are  a  good  barometer  of  how  you 
really  feel  about  the  market.  How 
much  of  your  assets  are  in  ca.sh? 

Ehlers:  We're  o'i  to  10%  in  cash. 
We're  still  pla\ing  the  game.  I  can't 
refrain  from  the  market.  But  if  I  see 
that  consumer  prices  are  still  going 
up  in  three  or  four  months,  I'll  take 
a  hint.  Then  I'll  go  back  to  ma\be 
20?-25?  cash. 

NEir\\iRTH:  We're  in  about  a  25% 
cash  position.  I'm  looking  to  see 
securities  priced  a  little  bit  below 
their  present  levels.  I'd  just  like  to 
add  that  Dave  covered  a  24-month 
period,  and  I  think  he's  dead  right. 
But  I  just  don't  see  it  happening  as 
quick  as  he  does.  ■ 


BEFORE  YOU  INVEST 
IN  MUTUAL   FUNDS 

WHY  HOT 
ASK  roun  iNvesruENi  oeAten  aboui 

KEYSWm 


Keystone  S-4  is  for  the  invest- 
or who  seeks  higher  than 
average  capital  growth  possi- 
bilities.  through  professionally 
selected  speculative  stocks, 
and  who  is  willing  to  assume 
higher  than  average  risks. 

FOR   FREE  PROSPECTUS 

write  G-81 

THE  KEYSTO.\ECO.MPAj\Y 

50  COrvCRBSS  ST  .  BOSTON.  MASS  02109 


GROWTH   REPORT 

Earnings  of  $2.01  per  share,  on  total 
sales  of  $46,089,183  during  1968, 
marks  the  year  as  the  third  best  in 
earnings,  and  third  best  in  sales,  in 
the  history  of  Latrobe  Steel  Com- 
pany. The  loss  of  sales  and  earnings 
occasioned  by  a  two-month  long 
strike  of  production  employes  was 
largely  offset  by  receipt  of  life  insur- 
ance proceeds  reported  at  the  close 
of  the  third  quarter  of  the  year.  At 
the  same  time,  the  Federal  Income 
Tax  Surcharge  reduced  earnings  by 
$0.10  per  share.  Initial  production  on 
the  new  rolling  mill,  which  occured 
very  late  in  the  year,  points  the  way 
to  increased  sales  and  earnings  for 
subsequent  years. 

DIVIDEND  NO.  210 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able March  15,  1969,  to  shareholders 
of  record  at  the  close  of  business 
February  28,   1969. 

January  23,  1969  G.  E.  McDonald 
Latrobe,  Pa.  Secretary 


LATROBE 

The  Specialty  Steel  Company 
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READERS  SAY 


^Continued  from   page  16) 

fORBES  JR? 

Sm:  The  LBJ  editorial  (Fact  6-  Com- 
ment, Jan.  15),  if  submitted  by  anyone 
else  instead  of  M.S.  Forbes  Jr.,  would 
have  found  its  way  into  the  wastebasket. 

WlLUAM   MARTINtK 

Avis,  Pa. 

SiB:  You  have  reason  to  be  proud  of 
your  son. 

— Robert  J.  Doola.v 
Clen  Head,  X.Y. 

Sir:  Does  Malcolm  Jr.  write  the  King's 
English?  Does  he  write  Menckfn's  Ameri- 
can? He  writes  "Forbesian."  Some  people 
like  his  ideas  but  deplore  his  style. 

— Sydney  M.  Cone  Jr. 
Greensboro,  N.C. 

Sir:  The  future  is  assumedly  in  good 
hands  when  a  young  man  can  e.xpress 
himself  so  adequately  to  problems  that 
are  of  tremendous  concern,  not  only  to 
his  generation,  but  to  all  citizens. 

— R.R.  Glnderson 

Chief  Engineer, 

Western  Maryland  Ry.  Co. 

Baltimore,  Md. 

Sir:  The  fact  that  \our  son,  as  evinced 
by  his  written  opinions,  like  his  father 
— is  a  bigger  idiot  than  his  progenitor 
is  no  compliment  to  \ou — dumb-dumb. 
— R.  Owen  Se.\r,  M.D. 
Lakeland,  Fla. 

Sir:  \\'hy  not  sign  him  to  a  Forbes 
contract  right  now?  Nineteen-seventy  is 
approaching  fast,  and  \ou  may  discover 
too  late  that  he  is  planning  to  publish 
a  competitive  financial  magazine  of  his 
own  and  call  it  Forbes  Jr.  Then  what? 
— Fr.\nk  J.  Murphy 
Wichita,  Kan. 

left-Outs 

Sik:  We  have  gotten  several  in(iuiries 
as  to  why  we  were  not  included  in  the 
"Who's  Where  in  Profitability"  article  in 
your  Jan.  1  issue.  We  assume  that  this 
was  because  we  were  not  among  "the 
500  biggest  ( in  revenues )  publicly  owned 
companies  in  the  U.S. "  I  wonder  if  you 
would  tell  us  the  revenues  of  the  smallest 
of  the  500  corporations. 

— T.  Spencer  Shore 

Chairman  of  the  E.xecutive  Committee, 

Eagle-Picher  Industries,  Inc. 

Cincinnati,  Ohio 

Sir:  [Union  Tank  Car  is]  a  multimil- 
lion  dollar  company  that  ranked  ahead  of 
its  major  competitor  in  profitability  .  .  . 
but  did  not  make  your  21st  Annual  Re- 
port on  American  Industry.  Perhaps  a 
review  for  verification  is  in  order. 

— Joseph  J.  Graves  Jr. 

Manager,  Advertising  & 

Public  Relations, 

Union  Tank  Car  Co. 

Chicago,  111. 


'AciTiM 


2.54th  common  DIVIDEND 

A  regular  dividend  at  the  in- 
creased rate  of  Fifty  Cents 
(50c)  per  share  has  been 
declared  upon  the  Common 
Stock  of  The  American 
Tobacco  Company,  payable 
in  cash  on  March  1,  1969, 
to  stockholders  of  record 
at  the  close  of  business 
February  7,  1969.  Checks 
will  be  mailed. 

C.  A.  Mehos,  Treasurer 
January  28.  1969 


^  Vaw.^V.ar»im^^^ 
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KRISPY 

SALTINE  CRACKERS 
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Products  of  cJni/  <J'r^?ne/ue<x/?v  Uuv<ie£U/-<u^7tya<inu^ 


AND  SUBSIDIARIES 


KEYSTONE  CONSOLIDATED  INDDSTRiES,  INC. 
COMMON  STOCK  DIVIDEND 

No.  194 

Declared  By  The  Board  of                • 
Directors  On  January  21,  1969             •           C 

AMOUNT:  50c                        •         "^ 

RECORD  DATE:  February  7,  1969           • 
PAYABLE:  March  3,  1969              • 

(Formerly  KEYSTONE  STEEL  &  WIRE  CO^ 

KEYSTONE 

ONSOLIDATED 
DUSTRIES,  INC. 
^eoria,  Illinois 
61607 

SINCE  1889 
/IPANY) 

STEEL  AND  OTHER  QUALITY  PRODL 
FOR  GROWING  MARKETS  THROUGHOUT 

iCTION 
THE  WORLD 
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hMANAGEMENT 

YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  fias  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research! 
and  modern  electronic  computers 
to  analyze  facts  and  fielp  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man-  , 
agement  can  help 
you,  let  me  send 
you  the  32-page 
fact-filled  compli- 
mentary booklet 
"Declare  Your 
Own  Dividends." 


(Q. 


SPEAR 
&STAFfflNC. 

Dept.  MF-215 

Investment  Management  Division, 

Babson  Park,  Mass.  02157 


Yes,  1  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
■DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ 


Name 

Street 

City State, 


-Zip. 


Sir:  Forbes  special  21st  Annual  Re- 
port on  American  Industry  gives  an  ob- 
jective and  highly  readable  evaluation  of 
500  major  U.S.  corporations.  But,  search 
as  I  might,  I  could  find  no  reference  to 
American  Enka  Corp.,  although  alj,  of 
our  major  competitors  in  the  synthetic 
fiber  field  are  reported  under  either 
Chemicals    or    Textile    &   Apparel. 

— R.B.  Armstrong 

Treasurer, 

American  Enka  Corp. 

Enka,  N.C. 

r/ie  ]an.  1  survey  covered  the  500" 
largest  publicly  owned  corporations.  The 
smallest  company  had  sales  of  $250 
million  for  the  latest  available  12-month 
period — Ed. 

Parke,  Davis  &  the  500 

Sir:  It  is  stated  that  Parke,  Davis  did 
not  appear  on  the  "Yardsticks  of  Man- 
agement Performance"  chart  because  it 
fell  short  of  your  arbitrary  cut-off  figure 
of  $250  million  in  sales  in  1968  (  Forbes, 
Jan.  J).  To  set  the  record  straight,  our 
sales  for  1968  did  exceed  $250  million. 

One  of  the  four  criteria  you  indicate 
as  vital  for  an  ethical  drug  company  to 
achieve  "top  rank"  is  a  broad  product 
line,  and  we  are  designated  as  "deficient" 
in  this  area.  Parke,  Davis  has  over  500 
products,  including  prescription  and  non- 
prescription drugs  and  medical-surgical 
products,  one  of  the  largest  lines  in  the 
industry. 

Research  results  cannot,  in  our  opin- 
ion, be  predetermined  on  the  basis  of  a 
given  expenditure,  but  rather  on  the 
program.  You  state  that  we  do  not  have 
a  "great  and  highly  respected  stafi^  of 
detail  men."  Our  sales  staff  has  proven 
its  effectiveness  by  its  demonstrated 
ability  to  maintain,  and  even  increase, 
sales  volume  in  spite  of  the  downturn 
in  the  sale  of  one  of  our  major  products. 
— Austin  Smith,  M.D. 
Chairman  and  President, 
Parke,  Davis  &  Co. 
Detroit,  Mich. 

Full-year  1968  figures  were  of  course 
unavailable  at  presstime;  the  latest  avail- 
able 12-month  figures  were  used — Ed. 

Optimistic  but  ... 

Sir:  I  would  like  to  clarify  several 
points  in  your  article.  The  first  is  that  as 
a  result  of  a  survey  we  did,  we  expect  the 
demand  for  securities  to  be  seven  times 
the  supply  of  new  equities  available 
between  now  and  1975.  We  do  feel  the 
market  will  be  much  higher  in  1975 
than  it  is  now,  but  we  in  no  way  feel 
the  market  goes  straight  up  or  straight 
down.  Second,  for  the  past  two  months 
we  have  had  25%  to  30%  cash  and  short 
positions. 

We  are  not  buying  the  highfliers  but 
rather  the  small,  better-quality  compa- 
nies. 

— William  R.  Berkley 

President, 

Finevest  Services,  Inc. 

New  York,  N.Y. 


43and  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  101  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70<*)  per  share 
will  be  paid  on  March  14, 
1969,  to  stockholders  of  rec- 
ord February  14,  1969. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Trailmobile 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Unimation,  Inc. 


DIVIDEND  NOTICE 

iNIore  than  770,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90^  per  share  declared 
January  30,  1969  and  payable 
March  10,  1969  to  shareholders 
of  record  February  13,  1969. 

1969  is  the  87th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(Neu'  Jersey) 
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QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISnUERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  tias  declared  a 
quarterly  dividend  of  450  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  March  1,  1969,  to  stockholders 
of  record  on  February  11,  1969.  The 
transfer  books  will  not  close. 
January  23,  1969. 
RAMSEY  E.  JOSLIN,  Treasurer 
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DIVISIONS:  NATIONAL  DISTILLERS  PRODUCTS  Ca 
NDUSTRIAL  CHEMICALS  CO. 
RIDGEPORT  BRASS  CO.   *   INTCRNATIONAL 
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Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 
4.08%  SERIES 
Dividend  No.  76 
25V2  cents  per  share; 
4.24%  SERIES 
Dividend  No.  53 
26V2  cents  per  share; 
4.78%  SERIES 
Dividend  No.  45 
29ys  cents  per  share; 
5.80%  SERIES 
Dividend  No.  9 
361/4  cents  per  share. 

The  above  dividends  are 
payable  February  28,  1969 
to  shareholders  of  record 
February  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Feb- 
ruary 27. 

PRENTIS  C.  HALE.Treasurer 

January  16. 1969 


184th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  January  16, 
1969  declared  a  quarterly  dividend  of 
37'']  cents  per  share  payable  March 
1,  1969  to  stockholders  of  record 
February  14,  1969. 

HIRAM  S.  LIGGETT.  Jr. 
Treasurer 
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THOUGHTS . 


ON  THE 
BUSINESS  OF  LIFE 


A  perverse  temper  and  fretful  dis- 
position will  make  any  state  of  life 
whatsoever  unhappy.  — Ciceko 


The  prevailin'  weakness  of  most 
public  men  is  to  slop  over.  G.  Wash- 
ington .  .  .  never  slopt  over! 

— Artemus  Ward 


Men  who  have  had  a  great  deal 
of"  experience  learn  not  to  lose  their 
temper.      — Charles  V.  Cherbuliez 


Health  is  so  necessary  to  all  the 
duties  as  well  as  pleasures  of  life, 
that  the  crime  of  squandering  it  is 
equal  to  the  folly. — Samuel  Johnson 


We  boil  at  different  degrees. 

— Ralph  Waldo  Emerson 


He  who  restrains  his   temper  will 
have  all  his  sins  forgiven. 

— Hebrew  Proverb 


Courage  is  grace  under  pressure. 

— Ernest  Hemingway 


Physical  bravery  is  an  animal  in- 
stinct; moral  bravery  is  a  much  higher 
and  tnaer  courage. 

— Wendell  Phillips 


Bravery  escapes  more  dangers  than 
cowardice.  — Joseph  Segltr 


One  man  is  more  concerned  with 
the  impression  he  makes  on  the  rest 
of  mankind,  another  with  the  im- 
pression the  rest  of  mankind  makes 
on  him.       — Arthur  Schopenhauer 


B.  C.  FORBES 

The  man  who  is  bigger  than 
his  job  keeps  cool.  He  does  not 
lose  his  head,  he  refuses  to  be- 
come rattled,  to  fly  off  in  a 
temper.  The  man  who  would 
control  others  must  be  able  to 
control  himself.  There  is  some- 
thing admirable,  something  in- 
spiring, something  soul-stirring 
about  a  man  who  displays  cool- 
ness and  courage  under  extreme- 
ly trying  circumstances.  A  good 
temper  is  not  only  a  business  as- 
set. It  is  the  secret  of  health. 
The  longer  you  live  the  more 
you  will  learn  that  a  disordered 
temper  breeds  a  disordered 
body. 


To    act    coolly,    intelligently    and 

prudently    in    perilous    circumstances 

is  the  test  of  a  man  and  also  a  nation. 

— Adlai  E.  Ste\'enson 


There  are  people  who  think  that 
everything  one  does  with  a  serious 
face  is  sensible. 

— Georg  Lichtenberg 


A  man  who  carmot  command  his 
temper  should  not  think  of  being  a 
man  of  business. 

— Lord  Chesterfield 


It  is  just  as  hard  to  do  your  duty 
when  men  are  sneering  at  you  as 
when  they  are  shooting  at  you. 

— Woodrow  Wilson 


To  persevere  in  one's  duty  and  be 

silent  is  the  best  answer  to  calumny. 

— George  Washington 


Some  have  been  thought  brave  be- 
cause they  were  afraid  to  run  away. 
— Thomas  Fuller 


Except  a  person  be  part  coward,  it 

is  not  a  compliment  to  say  he  is  brave. 

— Mark  Twain 


I  have  yet  to  encounter  that  com- 
mon myth  of  weak  men,  an  insur- 
mountable barrier. 

— James  Lane  Allen 


From  a  wordly  point  of  view  there 
is  no  mistake  so  great  as  that  of  be- 
ing always  right.    — Samuel  Butler 


Three  things  you  can  be  judged 
by,  your  voice,  your  face  and  your 
disposition.  — Ignas  Bernstein 


The  worth  of  the  mind  consisteth 
not  in  going  high,  but  in  marching 
orderly.        — Michel  de  Montaigne 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


4 


A  Text . . , 


Sent  in  by  Mrs.  Elihu  A. 
Sanger,  Dallas.  Tex.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
.  on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Come,  my  people,  enter  thou  into  thy 
chambers,  and  shut  thy  doors  about 
thee:  hide  thyself  as  it  were  for  a 
little  moment,  until  the  indignation 
be  overpast.  — Isaiah  26:20 
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MARCH  1,  1969  /  SIXTY  CENTS 


TEXAS 
INSTRUMENTS 


Opportunities 


Small  Packages 


1.1  I  #~"~%a  I  I' 


newes 


^1  a    i    I 


"•Dl 


kwell's 


% 


)rs. 


But  it's  no  bigger  than 
a  clock  radio. 


^ 


k 


And  for  the  growing 
leisure  market  we  make 
Hatteras  fiberglass 
luxury  yachts. 


We  shrank  our  new  computer 
to  cut  cost,  increase 
reliability  and  save  weight 
in  aircraft,  spacecraft  and 
missiles.  To  do  it,  we  turned 
to  something  we  know  more 
about  than  almost  anyone  else 
—microelectronics.  Those 
90,000  transistors  are 
produced  by  the  latest  micro- 
electronic techniques.  And 
this  is  the  world's  first 
computer  of  its  kind  to 
use  them. 

Microelectronics  is  one 
example  of  the  vast  bank  of 
technological  experience 
and  knowledge 


North  American  Rockwell 
has  in  fields  as  far  removed 
as  space  vehicles  and 
automotive  components.  So 
it's  no  accident  that  the  same 
company  that  built  a  computer 
no  bigger  than  a  clock  radio 
also  builds  the  Hatteras  yacht 
whose  spaciousness,  privacy 
and  comfort  make  it  the 
hallmark  of  luxury.  And  it's 


also  why,  in  all  of  our  19 
businesses,  we  can  manage 
change.  Instead  of  just 
letting  it  happen. 
If  you'd  like  to  find  out  moij 
about  us,  write  for  our  196 
Annual  Report.  North  Amerl 
Rockwell,  Corporate  Publicl 
Relations,  2300  East  Imperif 
Highway,  El  Segundo, 
California  90245. 
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North  American  Rockw ' 

and  the  future  are  made  for  each  oi  r 


American  business  adds  a 
new  department—neighborhoods 


IN  troubled  Watts,  Los  Angeles,  Aerojet-General 
Corporation  bought  a  building  and  hired  45 
Negro  men  and  women  to  make  tents  —  a  prod- 
uct with  a  high  labor  content.  Today  450  have 
good  jobs  there. 

United  States  Gypsum  Company  in  New  York, 
Chicago  and  Cle^eland,  buys  slum  apartments  — 
rebuilds  and  modernizes  them  for  local  non-profit 
groups,  which  rent  them  to  lowest-income  fami- 
lies at  bargains. 

Also  in  Cleveland,  Warner  &  Swasey  has  organ- 
ized the  Negro-managed  Hough  Manufacturing 
Company  and  is  training  unemployed  "unemploy- 
ables"  to  make  needed  products  such  as  machined 
parts.  We'll  supply  working  capital  and  technical 


assistance  until  the  concern  is  self-sufficient,  and 
then  let  the  workers  buy  it  if  they  wish. 

In  Philadelphia,  Smith  Kline  &  French  helped 
a  housing  authority  cooperate  with  a  private  de- 
veloper to  buy  old  run-down  houses,  make  mod- 
ern apartments  of  them,  and  rent  them  at  low 
rents  to  poor  families.  (It's  worth  recording  that 
these  tenants  are  taking  pride  in  keeping  up  their 
sparkling-clean  homes,  and  Warner  &  Swasey  is 
having  the  same  experience  in  the  slum  apartment 
we  rebuilt). 

None  of  all  this  is  easy,  and  it  is  costly  indeed 
in  money  and  especially  in  time  and  effort.  But 
we  for  one  are  finding  a  vast  satisfaction  in  get- 
ting involved  in  this  business  of  being  a  good 
neighbor,  in  community  preservation. 


Numerically  controlled  punch 
presses  made  by  Warner  & 
Swusey's   Wiedemann  Division 
increase  production  in 
hundreds  of  shops. 


U  CAN  PRODUCE  IT  BETTER,  FA3TER,  FOR  LESS  WITH  WARNER  S  SWASEY   MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION    EQUIPMENT 
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(Selling  by  phone  saves  time,  money,  and  shoe  leather.) 

With  the  Bell  System  network  ready  to  work  for 
you,  there's  less  need  to  go  gallivanting  about  the 
country.  The  calculated  use  of  the  telephone  can 
make  a  super-salesman  even  more  so.  By  phone,  you 
can  cover  a  broader  market.  Service  small  accounts. 
Trim  travel  time.  Handle  re-orders.  And  conserve 
time  for  business  which  actually  requires  your 
presence.  A  phone  is  just  a  phone  until  you  learn 
how  to  use  it. 
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Today  over 

4000  fire  alarms 
will  be  answered 


Answering-  alarms  and  putting  out 
ires  is  a  huge  job  for  the  million  and 
a  half  regular  and  volunteer  fire- 
men in  the  U.S.  Despite  their  skill 
and  dedication,  about  two  billion 
dollars  worth  of  property  goes  up 
in  smoke  every  year.  And  around 
12,000  people  die  as  a  result 
of  fire. 
*     To  reduce  this  terrible  toll  calls 
^^^^^    for  the  most  advanced  fire 
^H^V^  protection  and  control  tech- 
^^        niques  available.  This  is 
-       where  FMC  Corporation  comes 
nto  the  picture. 

We  make  a  complete  line  of  John 
Bean  fire  apparatus  and  many  other 
:ypes  of  mobile  equipment  to  serve 
2ity,  rural  and  industrial  fire  depart- 
ments. This  includes  everything  from 
5U-per-pumpers,  which  deliver  1500 
gallons  of  water  a  minute,  to  a  system 
3f  fighting  fire  with  high-pressure 


fog,  an  idea  originated  by  FMC. 

To  provide  greater  protection  in 
schools,  hospitals,  apartment  houses 
and  commercial  buildings,  Peerless 
fire  pumps,  developed  by  FMC,  are 
widely  used  to  give  built-in  systems 
an  extra  boost  in  water  pressure 
when  needed. 

We  also  help  keep  fires  from  spread- 
ing. Only  last  year,  FMC  introduced 
a  permanent  flame- retardant  textile 
fiber.  Called  Avisco®  PFR  rayon,  it 
promises  to  have  a  big  future  in  bed- 
ding and  sleepwear  fabrics.  And  we 
produce  organic  phosphates  which 
help  make  fire-retardant  products, 
such  as  hydraulic  fluids,  paints,  and 
vinyl  articles  of  all  kinds— from  cloth- 
ing to  floor  tiles. 

For  more  information  on  how  we 
put  ideas  to  work,  write  FMC  Corpo- 
ration, Executive  Offices,  San  Jose, 
Calif.  95106. 


FMC  CORPORi^.TION' 

Putting  ideas  to  worli  in  Machinery- Chemicals  Defense  Fibers  &  Films 

PRINCIPAL  PRODUCTS:  AVISCO  fibers:  packaging  films:  industrial  strappings  a  BOLENS  compact  tractors  a  CHICAGO  waste  treatment  systems  n  CHIKSAN,  OCT.  WECO 
o<l  industry  equipment  D  FIW1C  food  processing  equipment;  packaging  &  converting  macninery:  systems  engineering  D  FMC  industrial  4  specialty  chemicals  D  FMC  de- 
fense materiel  O  GUNDERSON  railcars  i  marine  vessels  □  JOHN  BEAN  agricultural,  automotive,  airline.  4  fire  fighting  equipment  □  LINK-BELT  power  transmission,  materials 
handling.  4  construction  equipment  □  NIAGARA  agricultural  chemicals  4  seeds  □  PEERLESS  4  COFFIN  pumps  □  SYNTRON  4  STEARNS  electromagnetic  equipment 


the  Michelin  story 

In  1895,  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

Today,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
Michelin  Xf  the  steel-cord  belted  Radial  tire  that  gives  you  all 
these  high-performance  features:  shock  cushioning  abilities,  full  grip 
in  all  weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that 
of  regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10% ) . 


1895 


Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 
2500  Marcus  Avenue 
Lake  Success,  New  York  11040 
FORBES 
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Side  Lines 


FORBES 


Looking  Back 

Were  now  in  our  52ncl  >ear,  vvhicli  makes  us  a  Methuselah  among 
magazines.  Haidl\  a  magazine  that  was  publishing  on  Sept.  15,  1917, 
when  the  first  issue  of  Forbes  appeared,  is  still  in  existence  today, 
and  most  of  them  no  longer  are  even  memories.  Can  you  remember 
Leslie's  Weekly,  McChiic's,  Modern  Priscilla?  All  three  were  among 
the  leading  magazines  in  the  U.S.  half  a  cen- 
tury ago.  The  Saturday  Evenmg  Post  was  first, 
the  Literary  Digest  third;  then  came  Pictorial 
Review,  Collier's,  the  Woman's  Home  Companion. 
Of  the  first  six  magazines  in  1919,  only  the 
Ladies'  Home  Journal  still  is  coming  out. 

The  other  magazines  died  because  they  started 
living  in  the  past.  We  think  Forbes  has  survived 
because  it  constanth  keeps  looking  toward  the 
future.  And  yet,  we  believe  there  is  a  value  in 
looking  back:  It  gives  you  some  perspective  on 
what  is  happening  toda\',  and  sometimes  it  throws 
light  on  what  ma\'  happen  tomorrow.  There  is  a 
tontinuit)  in  the  world  that  \ou  can  realize  only 
by  looking  back.  Xo  matter  what  the  teenagers  may  say,  there  is  a 
\  irture  in  being  over  30 — even  in  being  over  50. 

The  other  day,  we  were  rereading  some  old  issues  of  Forbes,  spe- 
cificalh',  those  that  appeared  exactly  50  years  ago,  from  Jan.  11 
through  Mar.  8,  1919.  What  was  the  world  like  then  as  reflected  in 
the  pages  of  Forbes?  In  many  ways,  quite  different  from  the  world 
of  today,  of  course.  Yet,  in  many  ways,  quite  like  the  world  we  know. 

"Gentlemen  of  Wall  Street" 

Fifty  years  ago,  as  now,  the  magazine  led  off  with  "Fact  &  Com- 
ment." It  was  then  written  by  the  founder,  B.C.  Forbes.  The  second 
editorial  in  the  issue  of  Jan.  11  was  "A  Word  to  Wall  Street  Under- 
writers." In  those  days,  of  course,  there  was  no  Securities  &  Exchange 
Act,  no  SEC;  and  B.C.  wrote: 

"Gentlemen  of  Wall  Street,  let  the  new  year  start  with  a  clean 
sheet.  You  underwriters,  including  the  most  influential  among  you, 
have  in  the  past  handled  certain  deals  in  a  way  which,  while  legal, 
was  moralK  wrong.  There  have  been  exorbitant  commissions.  There 
have  been  official  statements  which  were  dishonest  in  intent.  There 
has  been  misrepresentation  by  omission  as  well  as  by  affirmation. 
There  have  been  secret  understandings  which  would  not  have  stood 
the  light  of  da>'.  Too  much  work  was  done  in  the  dark.  Deals  were 
made  between  corporation  executives  and  powerful  bankers  without 
permitting  stockholders  to  know  all  the  ins  and  outs  of  them.  .  .  .  Let 
underwriting  hereafter  be  on  a  higher  plane.  .  .  .Let  there  be  no  more 
questionable  financing." 

The  world  has  changed  a  great  deal  in  the  past  half  century.  Did 
we  just  hear  a  small  voice  asking,  "Has  it?" 

Fifty  years  ago,  as  now,  Forbes  constantly  attempted  to  keep  its 
readers  ahead  of  developments  in  the  world  of  business.  In  that  same 
issue,  Jan.  11,  1919,  was  an  article  that  went: 

"Old  Bill  was  singing  as  he  cheerily  drove  his  good  old  bus  through 
the  dimming  twilight,  loaded  with  steel  for  the  munitions  makers  of 
Connecticut.  And  there  were  thousands  of  other  Old  Bills  throughout 
the  United  States  who  on  the  same  evening,  in  the  same  way,  were 
also  helping  to  put  the  Kaiser  down. 

"For  the  emergencies  of  war  and  the  congestion  of  the  railroads, 
(Continued  on  page  82) 
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San  Antonio's 

Profitablo 

Living  Ciimate 


ym 


Select  San  Antonio  as  the 
site  for  your  plant  facility 
and  enjoy  outstanding  fringe 
benefits. 

Profitable  benefits,  too! 

A  12-month  mild  climate 
that's  healthful  and  condu- 
cive to  productive,  uninter- 
rupted work. 

Year  'round  outdoor  activi- 
ties .  .  .  golf,  tennis,  fishing 
and  hunting. 

Magnificent  shopping  cen- 
ters .  .  .  superb  residential 
areas  .  . .  dining  outdoors  at 
riverfront  restaurants. 

A  145-miie  ultra-modern 
expressway  system  criss- 
crosses this  most  pictur- 
esque, recreational  paradise 
of  800,000  friendly  people 
. . .  living  in  a  thriving,  profit- 
able climate  .  .  .  America's 
13th  largest  city. 


liieeWiMe 


Write  for  San  Antonio  Plant  Location 
Facts  on  your  letterhead  in  confidence 
to:  0.  W.  Sommers,  General  Manager 

CoiTW  Pebid©  %mmm.  Bsaao) 

wttmmmL  Ex.Ex:rrRiciTY  and  naturai.  oas  •mmmmam 
*BtttiKJ3  with  yen  for  Better  Business* 

BAN  ANTONIO.  TEXA8  78aoe 
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Trends 

(St.  Tangents 


WASHINGTON 


Transit   Trust   Fund 

Apparently  every  major  mode  of 
passenger  travel  has  to  have  a 
trust  fvmd  {sec  p.  30)  in  order  to 
make  it.  New  York  City  Repre- 
sentative Edward  I.  Koch  last 
month  introduced  a  bill  calling  for 
a  Mass  Transit  Trust  Fund.  "This 
is  an  enormous  area  where  people 
are  being  disenfranchised, '  Koch 
says,  and  wants  part  of  the  current 
Highway  Trust  Fund  gasoline  tax 
earmarked  for  mass  transit.  As  an 
alternative,  Koch  says,  "the  auto- 
mobile excise  tax  slated  to  go  off 
this  year  could  be  retained  and 
used  for  mass  transit."  Koch  ex- 
pects massive  opposition  from  the 
highway  lobby  (Forbes,  Oct.  J, 
1968).  But  he  may  get  some 
powerful  if  unintended  support  as 
well.  Senator  Warren  G.  Magnuson, 
chairman  of  the  Senate  Commerce 
Committee,  feels  that  companion 
legislation  to  the  Airways  Trust 
Fund  should  be  passed  "to  bring 
high-speed  ground  transportation 
to  congested  aiiports." 

New  Boom  for  Space? 

A  year  ago,  the  billions  spent 
on  space  were  looked  on  as  a  drain 
on  scarce  funds  needed  for  the 
cities.  But  a  number  of  congress- 
men now  claim  they  see  signs  of 
growing  grass-roots  support  for  the 
U.S.  space  program,  thanks  to  the 
pubhcity  blast  over  the  Apollo 
moon  trip.  This  good  news  for  the 
aerospace  industry  is  matched  by 
what  one  member  of  the  House 
Science  &  Astronautics  Committee 
calls  "the  growing  loathing  of  de- 
fense. Our  voters  are  just  fed  up. 
Space  is  not  so  bad  now." 


BUSINESS 


Playback? 

Small  stores  in  small  towns 
stunted  Montgomery  Ward's  growth 
in  the  Fifties,  but  Ward,  now  a 
division  of  Marcor,  is  planning  a 
new  chain  of  100  small  (35,000 
square  feet)  self-service  stores  for 
its  small-town  markets.  The  proto- 
type unit  in  Lawrence,  Kan.  (pop- 
ulation: 35,000)  smacks  of  the  dis- 
count-store scheme:  checkout  lanes, 
half  the  usual  number  of  employ- 
ees for  a  store  of  that  size,  reduced 


selection  in  most  merchandise  lines, 
and  self-service  except  in  the  ap- 
pliance, furniture,  carpet,  auto  and 
garden  departments.  If  all  goes 
well  in  Lawrence  in  1969,  19  more 
self-service  stores  will  be  opened - 
in  the  Kansas  City  region. 

Silent  Partners 

While  the  longshoremen's  strike 
has  brought  East  and  Gulf  Coast 
ports  to  a  standstill,  the  West  Coast 
ports  of  Los  Angeles  and  Long 
Beach  are  bustling  with  unprece- 
dented acti\'it>'.  Dr\'-cargo  tonnage 
alone  in  Los  Angeles  harbor  is  up 
605?  since  the  dock  workers  closed 
the  East  and  Gulf  Coast  ports  on 
Dec.  20.  But  no  one  wants  to  talk 
about  cargo  being  diverted  to  the 
\\'est  Coast,  lest  the  West  Coast 
union  decide  to  join  the  strike. 

CoflFee,  Tea  or  Cigarillo? 

Imperial  Tobacco  Co.  of  Canada 
has  lit  up  a  new  idea  for  exploiting 
the  market  among  women  smokers 
— cigarillos  with  that  freshly  perked 
coflee  taste.  The  company  is  now 
test  marketing  coffee-flavored  ciga- 
rillos in  Ontario.  And  aiming  for 
both  men  and  women,  it  has  moved 
its  rum-flavored  and  wine-flavored 
smokes  out  of  Canadian  tests  and 
into  U.S.  test  markets.  ■ 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Tough  Thermoid  PVC  belting  helps  cut  mining  costs 

Patented,  solid-woven  nylon/cotton  carcass  makes  it  stronger,  more  flexible  and 
more  rip  resistant  than  most  other  belting.  It's  also  moistureproof,  rotproof 
and  fire  resistant.  Porter  also  designs  light  rails,  roof  bolts,  current-collector  sys- 
tems, blowers,  fire  and  air  hose  and  97  other  products  for  mining.  Write  to 
H.  K.  Porter  Company,  Inc.,  Pittsburgh,  Pa. 
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PORTER  GIVES  YOU 
BETTER  PRODUCTS 
BY  DESIGN 


fell  someone  you  like  about  Larks  GasTrap  filter. 
They  may  give  you  a  little  party. 
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Tell  the  world: 

The  GasTrap"does  more  than  any 
ordinary  filter.  It  reduces  gases  as  well 
as"tar"and  nicotine. 


Gas -Trap  filter 


GAS  FILTER 


"TAR"  AND  NICOTINE  FILTER  # 

"TAR"  AND  NICOTINE  FILTER  #2 


This  is  important  because  only  a 
fraction  of  cigarette  smoke  is"tar"and 
nicotine.  About  90%  of  it  is  gas. 

Lark's  patented  Gas-Trap  filter 
actually  reduces  certain  harsh  gases 
nearly  twice  as  effectively  as  any  other 
filter  on  any  other  popular  brand, 
bar  none. 

You  see,  the  Gas-Trap  uses 
activated,  fortified  charcoal  granules. 
They  cost  more  than  charcoal  dust  or 
powder. They're  also  more  effective. 

Now  tell  your  friends. 
They  may  say  you're 
a  jolly  good  fellow. 


King  Size 
or  new  lOO's. 
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READERS  SAY 


Diversification  by   Principle 

SiK:  Transco  has  planned  and  worked 
hard  to  compile  the  record  which  merits 
its  recognition  in  your  Jan.  1  issue.  How  - 
ovt-r,  the  comment  that  "Transcontinental 
(".as  Pipe  Line  .  .  .  avoids  all  diversifica- 
tion as  a  matter  of  principle  .  .  ."  is 
partial!)  misleading,  since  the  principle 
is  not  si)el]ed  out.  Our  decisions  not  to 
di\ersify  so  far  have  been  based  on  what 
seems  to  us  the  sound  principle  that  we 
put  our  funds  to  work  where  the>'  will 
do  the  most  good  for  our  stockholders. 
If  at  any  time  [we  see]  an  opportunity 
to  put  capital  into  an  enterprise  where 
we  can  do  as  well  as  or  better  for  our 
stockholders  than  we  have  been  able  to 
do  in  the  transportation  of  natural  gas. 
we  will  c-onsider  that  proposal  seriously 
and  without  prejudice. 

— J.\.Mt.s  B.  Henuehson 
President, 

Transcontinental  Gas  Pipe  Line  Corp. 
Houston,  Tex. 

Who's  Investigating  Whom? 

Sik:  I  would  like  to  commend  \iiu 
for  >our  editorial  "Panegyric"  ( Fact  6 
Comment,  Feb.  I).  I  might  pass  on  the 
following  for  what  it  is  worth.  In  1920 
a  long  ilistaiice  call  Irom  New  York  to 
San  Francisco  cost  820,  and  for  that 
amount  of  money  you  could  mail  1,037 
letters.  .Now  the  cost  of  the  phone  call. 
S2.85,  will  pay  the  postage  on  only  47 
letters.  And  yet,  the  Coveniinent  is  in- 
vestigating the  telephone  company! 

— John  Tili,.ma\ 
Jacksonville,  Fla. 

A  Grafefu/  Mayor 

Sir:  I  am  grateful  to  Fohbes  maga/ine 
for  defending  a  tired  Mayor's  rights — 
the  chance  to  spend  a  few  days  getting 
reacquainted  with  his  family  ( Fad  d- 
Comment,  Jan.  15). 

J<)ll.\    V.    Ll.NDS.Vi 

Mavor, 
New  York,  .NY. 

Make  'Em  Pay 

SiH;  In  the  Jan.  1.5  issue  (/;.  -^6),  von 
went  to  (juite  a  lengthy  eflort  to  illu- 
minate the  sources  of  German  ( and 
Japanese )  economic  successes.  I  wonder 
if  >ou  would  care  to  add  a  postscript 
sometime,  evaluating  the  effect  of  our 
war  budget  plus  space  budget  on  the 
diHerence  of  inflation  here  and  noninfla- 
tion  in  Germany  and  Japan.  There  should 
be  some  effect  of  devoting  50%  or  more 
of  one's  total  CNP  to  unproductive  prod- 
ucts and  services.  It  is  past  time,  I  think, 
to  extract  from  the  flourishing  "van- 
quished" nations  their  part  to  keep  them 
free,  even  if  they  will  not  have  ftdl  ac- 
c-es,s  to  military  nuclear  power. 

—R.J.  Kent,  M.D. 
Bonham,  Tex. 
{Continued  on  page  18) 


New  thought 


Fostoria,  Ohio.  And  for  a  good  reason.  Economy.  That's  the  story  since 
C&O/B&O  made  Fostoria  a  new  crossroads  for  distribution.  Frankly, 
Fostoria  is  a  natural.  Four  railroads.  No  congestion.  Within  200  miles  of 
ten  major  cities.  Fostoria  means,  for  instance,  that  food  from  the  West  can 
come  here,  be  stored,  then  go  direct  to  markets  throughout  the  Midwest. 
All  at  low  through  rates. 

Food  for  thought?  You  bet.  And  there  are  lots  more  fresh,  new  distribu- 
tion ideas  where  this  one  came  from.  Find  out  what  we've  got  cooking 
for  you.  Call  our  local  salesman  or  write:  Vice  President,  Merchandise 
Freight  Group,  One  Charles  Center,  Baltimore,  Maryland  21201. 

THE  C&O/B&O  RAILROADS    Cleveland  44101    •    Baltimore  21201 


Seeds  of 
Success 

Here  in  WEST  CENTRAL  OHIO,  many 
industries  find  the  seeds  of  successful 
growth — a  unique  combination  of  fac- 
tors favoring  productivity  and  profitable 
operations. 

If  you're  looking  for  a  plant  site  with 
built-in  growth  potential,  take  a  good 
hard  look  at  West  Central  Ohio.  May  we 
help?  Write  or  call  DP&L's  Area  Develop- 
ment Department. 

THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor-owned  company  serving  West-Central  Oh/o     Dayton,  Oh/o  45401 


186th 

COMMON 

DIVIDEND 

NOTICE 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  38C:  per  share 
on  the  Common  Stock  of 
the  Company,  payable  on 
March  1,  1969,  to  stock- 
holders of  record  at  the 
close  of  business  on  Febru- 
ary 17,  1969. 

J.  E.  THEOBALD 
Vice  President  and 
Secretary 
February  7,  1969 
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HALLIBURTON  reports 


Six  consecutive  years  of  revenues  and  earnings  growth. 


What  are  the  reasons  for  Halliburton's  continued,  steady 
growth?  Around  the  world,  on  land  and  sea,  Halliburton's 
technological  leadership  in  petroleum  industry  services, 
engineering  and  construction,  particularly  offshore,  and  other 
diverse  activities  has  enabled  the  company  to  grow  at  a  12% 
compounded  annual  rate  for  the  past  10  years  and  an  18% 
rate  for  the  last  6  years.  For  1968  revenues  were  up  12% 
and  net  income  increased  17%.  And,  right  now,  Halliburton 
engineers  and  scientists  are  generating  the  innovative  ideas 
which  will  have  profitable  applications  tomorrow,  especially 
in  the  fields  of  production  stimulation,  oceanography  and 
pollution. 

The  1968  Annual  Report  will  be  available  on  or  about 
March  15,  1969.  For  a  copy  of  this  report,  or  other 
inquiries,  please  write:  Dept.  C,  Halliburton  Company, 
321  1  Southland  Center,  Dallas,  Texas  75201 
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HIGHLIGHTS  (adjusted  for2-for-l  stock  split  I 

-10-69) 

Earnings  per  share 

Dividends  per  share 

1968 

$  2.68 
.95 

1967 

$  2.30 
.95 

1966 

$  2.14 
.85 

Revenues   

'in  millions^ 
$805.2     $720.3 
45.6         39.0 
42.8         39.0 

51,2         47.5 

276.1       244.6 
17.0          16.9 

$699.3 
36.2 
31.7 

64.5 

220.4 
16.9 

Net  income 

Depreciation  and  salvage 
Acquisitions  of  property, 

plant  and  equipment .  .  . 
Stockholders'  equity  at 

yeor  end  

Average  shares  outstanding 

Per  cent  of  net  income 
to  revenues   

Per  cent  of  net  income 
to  overage  stockholders' 
equity    

57% 
17.5% 

5.4% 
16.8% 

5.2% 
17.3% 

The  worldwide  familv  of  Halliburion  Companies  and  Divisions- 
HALLIBURTON  SERVICES  •  BROWN  4  ROOT  INC  ■  OTIS 
ENGINEERING  CORPORATION     ■     FREIGHTMASTER     ■     WELEX 

■  SPECIAL  PRODUCTS  ■  SOUTHWESTERN  PIPE.  INC  ■  JOE 
D,  HUGHES.  INC.  ■  JET  RESEARCH  CENTER,  INC.  ■  HIGH- 
LANDS INSURANCE  COMPANY  •  WELEX  ELECTRONICS  ■ 
LIFE  INSURANCE  COMPANY  OF  THE  SOUTHWEST  ■  ENVIRON- 
MENTAL  CONTROL     ■     TAYLOR  DIVING  i  SALVAGE  CO     INC 

■  LOCHER  COMPANY     ■    JACKSON  MARINE  CORPORATION 


EARNINGS  ■  PER  SHARE 


HALLIBURTON  COMPANY 


32  1 1  SOUTHLAND  CENTER        DALLAS.  TEXAS  7520  I 
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Rapid -American 

The  company  and  the  concept 


^^H 

RAPID-AMERICAN 
CORPORATION 

JOSEPH  H.l    CROSS    1 
COHEN     I  COUNTRY  1 
&  SONS    1  CLOTHES  | 

McCRORY 
CORPORATION 

1             LEEDS            1 
1       TRAVELWEAR      1 

..  ^„^.>„       _  Jlerner 

mclK.green"s'<'-EIn|shops 


GLEN  ALOEN 
CORPORATION 


Jivi's'.onII  ^"?heItTs''"   II  p"'^"'"''"  I 


_  ILC  I        SCHENIEY 

INTERNATIONAL  ■     INDUSTRIES.    |      INDUSTRIES, 
PLAYTEX         ■  INC.  I  INC. 


¥.    . 


Health  check-up 
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Easy-living  headquarters 


Home  and  auto  center 


This  is  OTASCO  &  ECONOMY  AUTO  STORES 


1969  starts  Otasco  &  Economy  Auto 
Stores*  second  half  century— with 
imaginative  new  programs  de- 
signed to  reinforce  Otasco's  policy 
of  "personal  attention  for  every  cus- 
tomer . . .  and  money-saving  value." 

rl    •  .         .       1  1.  -I 


kept  Otasco  &  Economy  Auto 
Stores  growing  rapidly,  with  the 
biggest  growth  coming  during 
1968,  the  \ear  of  their  50th  anni- 


versary. Stores  now  total  470.  (346 
Otasco  stores  in  the  South  and 
Southwest  and  124  Economy  Auto 
Stores  in  the  Southeast) . 

Starting  in  automotive  supply,  with 
the  emphasis  on  tires,  Otasco  & 
Economy  Auto  Stores  have  become 
a  significant  merchandising  force 
in  their  area  by  broadening  their 
lines  to  include  major  home  appli- 
ances and  outdoor  supplies,  rec- 


reation and  sporting  goods,  and 
toys.  Recently  the  chain  has  been 
e.xpanding  its  auto  service  pro- 
gram, emphasizing  car  care  and 
the  installation  of  parts. 

Otasco  &  Economy  executive 
offices:  6901  East  Pine  Street, 
Tulsa,  Oklahoma  74102. 

Rapid-American  executive  offices: 
711  Fifth  Ave.,  New  York  10022. 
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Growth  idea: 
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ins  &  l\/lyers 


AFTER 


proposes 
to  wliip  the 
refuse  problem 
by  beating 
it  to  a 
pulp 


The  nationwide  problem  of  refuse  disposal  is  creating  a  growth 
market  for  equipment  made  by  Wascon  Systems,  Inc.,  a  recently 
acquired  Robbins  &  Myers'  subsidiary.  By  watering  the  waste  ma- 
terial, grinding  it  to  a  slurry,  then  squeezing  the  pulp  semi-dry, 
Wascon  reduces  the  bulk  to  about  '/s  its  normal  volume.  There's 
much  less  to  truck,  and  where  Wascon  systems  replace  incinerators, 
air  pollution  is  lessened  too.  Especially  receptive  to  Wascon's  ad- 
vantages are  hospitals,  food  services,  apartment  and  office  buildings, 
industrial  firms,  universities,  banks,  and  government  agencies.  With 
the  addition  of  Wascon,  Robbins  &  Myers  is  in  at  least  12  growth 
markets.  Our  other  diversified  products  include  electric  motors, 
hoists  and  cranes,  industrial  pumps,  fans,  and  portable  and  built-in 
electric  heating  units.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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READERS  SAY 


(Continued  from  page  15) 

Individual  Responsibility 

Sir:   Rather  than  insurance  companies 
milking   the   pubhc   or,    as   you   contend 
{Fact  6-  Comment,  Jan.  15),  the  public 
hillcing  the  insurance  companies,  it  is  a 
case  of  the  public  doing  it  to  themselves. 
Individually  we  all  must  assume  respon- 
sibility, not  federally.  When  we  come  to 
our  senses  as  drivers,  as  parents  of  young 
drivers  and  as  jurors,  we  will  begin  to  in- 
fluence insurance  costs.  What  is  needed 
at  the  government  level  is  more  standard- 
ized motor  vehicle  laws  among  the  states. 
— William  R.  Carey 
Vice  President, 
Charlevoix  Agency,  Inc.   (Insurance) 
Charlevoix,  Mich. 

Sir:  As  the  editor  of  a  prestigious 
magazine  in  the  business  field,  I  wonder 
to  what  extent  it  is  fair  to  assume  that 
you  reflect  the  views  of  most  business- 
men. You  suggest  that  the  dilemma  of 
mounting  auto  habdity  rates  and  insuf- 
ficont  purchasing  po\^'er  on  the  part  of 
the  public  is  to  be  met  by  "pooled 
federal  auto-liability  insurance."  By  what 
alchemy  are  we  to  suppose  the  real  cost 
of  auto  liability  insurance  is  to  be  re- 
duced in  this  fashion?  Soaking  the  rich, 
perhaps? 

— WiLLLVM  L.  Hall 
Assistant  to  the  President, 

Henry  George  School  of  Social  Science 
New  York,  N.Y. 

Sir:  The  remedy  for  this  lamentable 
situation  is  not  federal  involvement  but 
more  responsible  driving.  The  principle  ( 
which  must  always  operate  in  human 
affairs  is  "let  he  who  causes  the  damage 
pay  for  it."  As  long  as  "the  other  guy" 
has  to  share  the  expense,  tliose  inclined  ( 
to  be  irresponsible  or  careless,  will  be  so. 
— Maurice  Dean 
Bartlesville,  Okla. 

Less  Bounce  fo  fhe  Ounce 

Sir:  Coors  beer  (Forbes,  Feb.  1)  may 
sell  from  three  to  13  cents  cheaper  a 
six-pack,  but  did  you  ever  notice  that 
each  can  contains  one  ounce  of  beer 
less  than  its  competitors'?  We  did. 

— Christine  Smith 
Los  Angeles,  Calif. 


Improve  the  Rails 


ft 


Sir:  It  is,  or  rather,  has  been  true 
that  railroads  have  been  the  only  alter- 
native mode  of  travel  [to  airlines]  in  bad 
weather  (Side  Lines,  Feb.  1).  Anyone 
who  has  been  forced  to  ride  [them]  can 
tell  you  what  a  trip  by  "modern"  rail- 
road is  hke  in  bad  weather  conditions. 
From  out  of  their  derelict  haven  have 
been  mustered  one  or  more  old  coaches 
which  are  coupled  to  the  few  coaches 
(Continued  on  page  86) 
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akland/Alameda  County 

esidents  are  researching 

how  we'll  live  in  the 

year  2,000 


Let's  talk  about  it  at  golf  ...TONIGHT! 

Dig  canals  with  atomic  energy?  Milk  that  stays  fresh  for- 
ever? Factory  built,  all-plastic  homes?  Those  are  just  a  few 
of  the  ideas  under  study  in  Oakland/Alameda  County.  Here 
is  the  famed  Lawrence  Radiation  Laboratory,  and  23  other 
public  and  private  research  centers.  Nine  Oakland/Alameda 
County  residents  have  won  Nobel  prizes. 

We're  using  some  of  our  ideas  for  the  future  here  at  home 
—  right  now.  Cities  so  well  planned  they're  a  subject  for  the 
textbooks  on  city  planning  (such  as  Fremont,  selected  by 
the  State  Department  for  Russian  city  planners  to  see).  Our 
own  $30  million  Coliseum  Complex  offers  you  the  option  of 
five  major  league  sports.  Oakland — our  largest  city,  is  an 
"All-America  City"  award  winner!  We've  just  finished  the 
world's  longest  night-lighted  golf  course:  Par  72,  7403  yards! 

Locate  your  company  where  people  innovate.  Check  out 
Oakland/Alameda  County.  We'll  send  you  a  complete  Grow 
West  kit,  if  you  clip  this  coupon  to  your  letterhead  and  mail 
it  to  us: 


Oakland  I  Alameda  Cou 

Clip  this  coupon  1o  your  letterhead  and  send  to: 

New  Industries  Committee,  Suite  26-V 

1320  Webster  Street 

Oakland,  Calif.  94612 

(Phone:   (415)  451-7800) 
ALAMEDA       •       ALBANY       •       BERKELEY       •       EMERYVILLE 
FREMONT       •       HAYWARD       •       LIVERMORE       •       NEWARK 
OAKLAND    •    PIEDMONT    •    PLEASANTON    •    SAN  LEANDRO 
UNION  CITY      •      RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas.   Castro   Valley    •    Dublin    •    San  Lorenzo 


Name 

Company  Name_ 

Address 

City 


_Title_ 


.State_ 


.Zip_ 
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Mike  Farrell  can't  pass  up 

a  piece  of  string  or  a  piggy  bank. 

He's  a  saver. 

Funny  thing.That  makes  him  one 
of  our  smartest  borrowers. 


Mike  keeps  his  cool  about  money  matters. 
Especially  since  he  has  a  lot  more  cool  than 
cash. 

Like  a  lot  of  his  contemporaries,  Mike's 
not  ashamed  to  save  money.  And  he  knows 
that  sometimes  it  pays  to  borrow.  For  the 
now  things.  Without  disturbing  his  tomor- 
row plans. 


For  instance.  When  Mike  wanted  to  add  a 
room  to  his  home,  he  remembered  Avco.  Be- 
cause Avco  —  along  with  making  Lycoming 
aircraft  engines  and  New  Idea  farm  equip- 
ment, writing  Paul  Revere  insurance  poli- 
cies, and  serving  Carte  Blanche  credit  card 
holders  — also  makes  personal  loans. 
Through  Avco  Financial  Services. 


We're  in  business  to  help  Mike  and 
family  get  that  room.  Or  a  new  car. 

Mike's  saving,  still.  And  still  borrow! 
From  Avco-the  company  that  likes  to 
loan  money  to  people  who  know  the^ 
value  of  a  dollar. 


'no  Know  ine^i 


Avco  is  more  than  50,000  people  changing  the  way  you  live-for  the  better,  Avco  Corporation,  750  Third  Avenue,  New  York,  N.  Y.  10017,  An  equal  opportunity  emplq 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


HOW  MUCH  LONGER? 

How  much  longer  can  we  afford  to  sit  by  and  watch  Labor  Secretary 
Shultz  trying  to  make  the  shipping  strike  go  away  by  shutting  his  eyes  to  it? 


SHOOT  IT  DOWN 


Sentinel,  a  half-baked  $6-  to  $10-billion  antimissile 
program,  I  think  will  be  shot  down  by  a  combination  of 
worried  constituents  and  sensible  congressmen. 

When  Defense  Secretary  Laird  first  said  he  was  going 
ahead  with  this  "thin"  facade,  I  felt  most  glum  about  him. 

The  prime  justification  put  forward  for  this  vastly  ex- 
pensive boondoggle  was  that  it  would  help  us  to  bargain 
witli  the  Russians.  The  logic  of  this  totally  escaped  me, 
since  the  Reds  presumably  could  read  in  our  papers  that 
the  "system"  couldn't  interfere  with  the  kind  of  nuclear 


assault  the  Russians  could  launch,  and  was  intended  pri- 
marily as  a  negotiating  ploy. 

My  hopes  for  Mr.  Laird  rebounded  when  he  responded 
to  Congressional  doubters  and  postponed  the  Sentinel 
"for  further  study."  Now  he  talks  of  it  as  a  defense  against 
Chinese  missiles  and/or  as  a  project  to  give  us  "experience" 
in  constructing  a  missile  defense,  etc. 

If  Mr.  Laird  doesn't  have  the  sense  to  sentence  Sentinel 
to  be  shot  down,  there's  high  hope  that  Congress  will  do  it 
for  him. 


GOING  FAR  TOO  FAR 


Now   the   takeoverers    are   trying    to    bag    the   banks. 

Leasco,  a  computer-leasing  outfit  that  didn't  exist  four 
years  ago  and  can  exist  today  only  through  the  indulgent 
sufferance  of  size-wary  IBM  and  other  computer  manufac- 
turers, reportedly  is  after  one  of  New  York's  outstanding 
banks — the  Chemical,  founded  in  1823,  and  which  now 
has  about  $9  biUion  in  assets. 

Until  he  died,  my  father  was  a  Chemical  Bank  en- 
thusiast and  customer;  to  a  degree,  we  still  are.  But  the  day 


takeoverers,  be  they  ever  .so  nimble,  take  over  any  bank 
we  do  business  with,  we  won't  any  more. 

Can  you  imagine  entrusting  your  banking  needs  and 
your  trust  in  banks  to  The  Operators? 

If  the  existing  regulatory  agencies  that  are  supposed  to 
protect  depositors  and  supervise  the  fiduciary  responsi- 
bilities of  the  fiducists  cannot  prevent  this  sort  of  vault 
assault,  then  I'll  wager  there's  action  to  enact  some  new 
Act  by  the  Feds.  Which  will  probably  go  too  far. 


JOE  NAMATH  IS  THE  MOST 


It's  a  rare  man  who  can  boast  how  good  he  is  and  then 
turn  out  to  be  even  better;  a  man  who  can  fly  in  the 
face  of  all  the  headshaking  of  experts  and  the  predictions 
of  the  predictors. 

Joe  Namath  grows  a  beard  if  he  wants  to;  wears  fur 
coats  and  the  wildest  clothes  when  he  wants  to;  has  dates 
as  often  as  he  feels  like  it  with  some  of  the  most  beautiful 
chicks  around — and  tops  it  off  by  topping  his  own  tiptop 


performance  on  the  job. 

Now,  there's  a  man  in  the  best  Paul  Bunyan  tradition, 
an  American  Joe  who  puts  up  every  time  he  gets  put 
down. 


JUSTIFIABLE  INCREASES 


I'm  very  glad  Congress  had  the  nerve  to  raise  its 
pay  by  41%  and  to  raise  tlie  salary  of  Cabinet  members, 
judges  and  agency  heads  substantially. 

Brainy  men  in  these  jobs  are  essential  if  the  jobs  are 


to  be  well  done,  and  the  salaries  involved  ought  to  re- 
flect to  some  degree  the  enormity  of  the  responsibility. 

The  taxpayer  can  only  benefit  from  paying  well  the 
men  in  charge  of  spending  180-billion-dollars  a  year. 


'^('•'^'H' 


A  NO-NO  FOR  HIS  BOO-BOO,  BUT  A  HOORAY  FOR  HIM 


happen,  he  permitted  a  faux  pos  in  the  introduction  to  a 
catalogue  on  a  gutsy  exhibition  about  Harlem.  Written 
by  a  17-year-old  black  girl,  the  article  takes  a  juvenile 
crack   at   Jews. 

The  slur  is  there  and  shouldn't  be. 

But  the  controversial  show  shows  a  vitality  and  creates 
an  awareness  in  many  minds  that  need  reminding  that 
our  ghettos  grow  even  if  people  refuse  to  see  them. 

Mr.  Hoving  is  putting  the  Metropolitan  to  a  greater 
degree  back  in  the  life  of  the  city  and  its  people. 
By  reminding  people  that  what  is  in  the  Metropolitan 
is  very  much  alive,  Mr.  Hoving  is  performing  a  service 
that  deserves  cheers,  not  jeers. 


(f  i*  r 


Tom  Hoving,  now  Director  of  New  York's  Metropolitan 
Museum  of  Art,  earned  pubHc  fame  and  acclaim  when 
he  put  Central  Park  back  in  the  life  of  the  city's  people. 

He  has  been  doing  some  of  the  same  at  the  Metropolitan. 

As  happens  occasionally  to  anyone  who  makes  things 


A  ISon-Critic's  Critique:  SEVEN  BOOKS 


Recently  I  had  a  few  days  in  whicli  to  read  and  here 
are  some  notes  on  some  of  it: 

Tlic  Money  Game,  by  Adam  Smith  (Random  House: 
$6.95).  I  was  beginning  to  feel  like  one  of  the  great  illiterati 
because  I  hadn't  yet  read  this  best-seller.  It  was  a  treat  to 
find  that  it's  every  bit  as  good  as  everybody  says. 

Memoirs,  by  Arthur  Kiock  (Funk  &  Wagnalls:  $10). 
I'd  quite  forgotten  what  a  bore  Mr.  Krock  had  become. 
Names  and  more  names  pile  up  in  this  nuggetless  recol- 
lection of  his  golden  years.  A  real  Krockful. 

Waterloo:  Day  of  Battle,  by  David  Howarth  (Athe- 
neum:  $7.95).  A  fascinating,  You- Are-There  recapitulation 
of  the  day.  According  to  Howarth,  Ney  ran  the  French 
show,  while  a  piles-plagued  Napoleon  was  virtually  a 
bystander — or  should  I  say  a  by-sitter. 

Business  Adventures,  by  John  Brooks  (Weybright  and 
Talley:  $10).  In  my  'umble  opinion,  John  Brooks  is  the 
greatest  chronicler  on  and  of  the  American  business  scene 
ever.  I'll  guarantee  you'll  be  saying,  "I  couldn't  put  it 
down  until  I  finished  it." 

The  ragazzi,  by  Pier  Paolo  Pasolini  (Grove  Press:  $5.95). 
A  poignant  picture  of  how  poverty  beats  the  determined, 


vibrant  life  out  of  the  tough  street  kids  of  Rome. 

The  Rich,  Are  They  Different?,  by  George  G.  Kirstein 
(Houghton  MifHin  Company:  $5.95).  A  pompous  pasting 
together  of  every  cliche  about  The  Rich,  running  the 
gamut  from  Hemingway's  remark  to  Fitzgerald  on  the  sub- 
ject right  through  to  J.P.  Morgan's  observation  about  the 
cost  of  yachts.  It  beats  me  how  something  so  fatuous- 
vacuous  gets  published — in  stiff  boreds  yet. 

The  Electric  Kool-Aicl  Acid  Test,  by  Tom  Wolfe  (Far- 
rar,  Straus  and  Giroux:  $5.95).  Must  reading  for  those 
who  would  try  to  understand  what  and  why  nice  young 
people  turn  on,  turn  into  hippies  through  Speed  (amphe- 
tamines), LSD  and  grass  (marijuana).  Wolfe's  sympathe- 
tic book,  however,  is  a  sad  story  of  the  rending  crash 
landings  and  crack-ups  that  sooner  or  later  seem  to 
happen  to  the  seeking  souls  who  soar. 


UNNEW  THOUGHT 


Givers  get  while  takers  put. 


—Malcolm  S.  Forbes. 

Editor-in-Chief 


his  perpetual 

motion  machine 

destroys  millions 

bf  paif  s  of  pants 
a  year. 


Maybe  a  little  boy's  knees  don't 
Dck  destructive. 

But  put  those  knees  in  long  pants 
nd  they're  as  rough  as  sandpaper. 

Before  you  know  it,  they've  worn  out 
16  knees  in  a  perfectly  good  pair 
if  pants. 

But  now  B.F.Goodrich  has  discovered 

cure  for  weak  knees. 

It's  Fabrilock®  film,  a  super-tough 
olymer.  And  more  than  eighty  pants 
nanufacturers  are  using  it  to  reinforce 
nees. 

When  bonded  with  heat,  Fabrilock 
ilm  melts  into  fabric;  becomes  a 
sermanent  part  of  it.  It  toughens  without 
tiffening.  Protects  without  showing. 
«4akes  knees  stand  up  nine  times  longer. 

Today,  the  battle  of  worn-out  knees 
s  just  about  over. 

But  for  B.F.Goodrich  Fabrilock,  it's 
ust  the  beginning.  Things  like  collars, 
:uffs,  pockets  and  sneakers  wear  out 
ast,  too. 


RE  Goodrich 


We've  done 

something 
about  it. 


Wilco 

caM  help  but 

grouronyou 


The  gals  learn  to  love  us  at  a  very  tender  age.  And 
the  older  they  get,  the  more  we  get  to  them. 

With  cosmetics. 

Witco  is  No.  1  in  white  oils  and  petrolatums 
used  in  everything  from  baby  oils  to  rejuvenating 
creams. 

We're  also  No.  1  in  metallic  stearates  and  we're 
big  in  emulsifiers  used  for  greater  mixability,  spread- 
ability,  sprayability. 

They  solve  untold  problems  for  cosmetics  peo- 
ple. And  for  gals. 

We  can't  help  but  grow  on  them. 

We're  also  growing  on  plastics,  automotive 
pesticides  and  a  host  of  other  Now  Markets. 

Our  yearly  sales  have  grown  to  a  record  be 
yond  $200  million. 

Why  so  much  growth  at  Witco? 

Because  we  concentrate  on  specialty  chemical 
and  related  products.  They're  solving  so  many  prob 
lems  in  today's  technologies  we've  been  tagged  'Thi 
Problem  Solver." 

Witco,  The  Problem  Solver.  The  more  we  hea 
it,  the  more  we  like  it. 

For  a  copy  of  our  Annual  Report,  write  Witc 
Chemical,  Dept.F-39,  277  Park  Ave.,  New  Yorl 
New  York  10017. 

Witco 
Otemieai 
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Nobody's  got 
more  products  to 

build  with 

than  Flintkote! 


Ovpsum  products  and 

wall  systems.  Our  gypsum 

products  are  established 

leaders  in  the 

construction  industry. 


Ready-mix  concrete.  We 

produce  concrete  for  con- 
struction projects  on  both 
the  East  and  West  Coasts. 


Industrial  chimneys.  Our 

Van-Packer®  chimney 

products  are  known 

throughout  the  building 

industry  for  their  easy 

installation. 

Cushioned  sheet-vinyl 

flooring.  This  sturdy. 

attractive  flooring  is 

used  in  homes,  offices, 

and  schools. 


Fire-resistant  gypsum 

wallboard.  A  wall 

construction  product 

that  adds  fire  protection. 

Moisture-resistant  wallboard. 

We  make  this  wallboard 

especially  for  applications 

exposed  to  moisture. 

iWetal  structural 
systems.  Dozens  of 

products  for  all  types  of 
walls  and  ceilings. 

Industrial  rooting.  We 

make  it  extra  strong  so 
it'll  last  longer. 


Asphalt  coatings.  For  roof 
and  metal  protection. 


Waterproofing  and 

dampproofing.  We  make 

several  products  for  masonry 

and  concrete  above  and 

below  the  ground. 

Adheslves.  For  every 

kind  of  application  you 

can  think  of. 


Prop-In  ceiling  panels. 

Just  one  of  the  long  list  of 
ceiling  products  we  make. 

RooHng  shingles.  We 

make  dozers  of  roofing 

products  for  dii  kinds 

of  roofing  systems. 


Plaster. We  make  man , 

plaster  products  for  hundreds 

of  building  uses. 


iWasonry  cement.  For 

use  in  bricklaying  and 
stucco  work. 


Decorative  ceiling  tilts. 

We  have  a  full  line  of 
styles  and  textures. 

Vinyl-asbestos  floor  tile. 

We  manufactured  the 
first  tile  of  this  type  for 
commercial  use. 


Stone  products.  Our 

quarries  pour  out  stone 
products  for  construction 
and  agricultural  use. 


Portland  cements.  Four 
of  our  divisions  produce 
high-grade  Portland 
cements  for  all  types 
of  construction. 


Peel  A  Stick  floor  tUe. 

We  developed  this 
adhesive-backed  tile  for 
an  ever  expanding  do-it- 
yourself  market. 


Bell  Joint  PVC  pipe.  This 
pipe  is  ideal  for  water 
distribution  systems. 


Lime.  Our  lime  products 
are  used  in  building, 
farming  and  industry. 


Industrial  products. 

Hundreds  of  them,  too 
numerous  to  mention  here. 


Asbestos-cement  pjpe. 

We  also  make  fibre 
and  plastic  pipe 
products.  And  we're 
especially  known  for 
our  Orangeburg*  brand. 

Vinyl-covered  wallboanti 

A  wallboard  product  thatcOf 
bines  strength  with  style. 


Roof  deck  systems.  We 

make  all  kinds  of  roof 
deck  systems. 

Dry  cement  mixes. 

Sakrete*  and  many  other 
cement  products  for 
an  expanding  market. 


Insulation.  Glass, 
fiberboard  and  urethane. 


FLINTKOTE 


So  where  do  you  thM 
we'll  be  when  the  bui 
boom  comes? 

All  over  the  lot  I 


Forbes 


After  the  Brink,  What? 

General  Dynamics  pulled  bacl<  from  the  brink  of  1961. 
It  survived.  The  question  remains:  Can  the  company 
in  its  present  form  ever  fulfill  a  one-time  promise. 


ENER.\L  Dynamics  Corp.  is  not  jvist 
business  that  grew.  It  is  the  enibodi- 
ent  of  a  dream,  a  dream  tliat  once 
imed  into  a  nightmare  and  still  gives 
i  present  boss  sleepless  nights. 
Two  decades  ago.  at  a  time  when 
good  man\  captains  of  industry 
lought  that  the  defense  industr\ 
ould  fade  away.  Financier  John  Ja\ 
lopkins  saw  that  the  post  World  War 
peace  would  be  an  armed  peace. 
[e  resoKed  to  build  a  kind  of  (ien- 
al  Motors  of  defense:  in  shipbuild- 
ig,  in  aircraft,  in  electronics,  in  what- 
■  er  would  be  needed  to  keep  the 
.S.  the  world's  most  powerfid  nation. 
Hopkins  put  CD  together  in  the 
orties  and  Fifties  and  ran  it  out  ol 
is  coat  pocket  until  cancer  killed  him 
I  19.57.  After  his  death,  things  fell 
part.  Through  mergers  and  ac([uisi- 
ons,  (iD  expanded  into  coal,  biiild- 
ig  materials,  and  commercial  elec- 
oiiic-s,  but  Hopkins  successor,  Frank 
ace,  proved  imable  to  keep  track  of 
le  great  sprawl  of  CD's  activities, 
hich  led  to  the  Convair  division's 
470  million  debacle  in  commercial 
ts  in  1960  and  1961.  Roger  Lewis, 
Pan  American  World  .\irways  \ice 
resident  and  former  assistant  secre- 
iry  of  the  Air  Force,  came  aboard 
s  chief  executi\e  in  1962  at  the  be- 
ast of  CD's  bankers.  Thereafter  the 
ompany  seemed  to  be  settling  down, 
rom  near-bankruptcy — stockholders' 
quit)  sank  to  a  (juestionable  32.09  a 
lare  in  1961 — the  company  now 
oasts  an  e(juit\  ot  o\er  8-30  a  share, 
nd  the  banks  no  longer  attach  CD's 
eceivables  they  did  eight  \ears  ago. 
Lewis  sa\'ed  Hopkins'  dream.  But 
e  has  yet  to  fulfill  it.  In  1967,  •318.7 
lillion  in  write-oHs  in  the  marine 
roup  pared  CD's  >ear-to-\'ear  earn- 
igs  by  5%.  Last  \ear,  the  write-offs 
jared  to  340  million,  and  CD's  earn- 
igs  plunged  42!^  to  329.7  million, 
lie  trouble  was  chiefly  in  shipbuild- 
ig.  Ceneral  Dvnaniics  had  incorrect- 
estimated  costs  and  profits  on  some 
•xed-price  contracts  with  the  Navy, 
s  costs  got  out  of  line,  those  esti- 


Lewi»  of  General  Dynamics 

mates  had  to  be  reevaluated  sharph, 
and  the  write-offs  were  the  result. 

The  larger  (luestion  is,  why  did 
those  costs  get  out  of  line'P  And  the 
answer  appears  to  be  in  CD's  anti- 
(piated  shipbuilding  facilit\'  at  Quin- 
c\',  Mass.  whicli  Lewis  bought  from 
Bethlehem  Steel  in  1962  for  35  mil- 
lion. Bethlehem  had  been  so  eager 
to  get  out  of  shipbuilding  that  it  had 
paid  328  million  in  termination  costs 
and  closed  the  yard.  CD  reopened  it. 
Doing  so  made  sense  to  Lewis. 
Though  CD's  original  unit,  the  Elec- 
tric Boat  Co.  of  Croton,  Conn.,  had 
been  building  submarines  for  over  60 
years,  its  Croton  yard  was  not  large 
enough  for  surface  shipbuilding.  "We 
wouldn't  be  in  a  position  to  use  the 
technology  and  engineering  skills  we 
developed  over  70-odd  years  if  we 
didn't  have  a  surface  shipyard,"  Lewis 
savs   reasonably.   "So   we   bought  the 


yard.  It  has  been  very  costly  to  us, 
but  I'd  buy  it  again." 

But  the  fact  is  that  CD  has  yet 
to  pay  the  full  price  for  becoming  a 
major  factor  in  shipbuilding.  Litton 
Industries  is  building  a  new  $130- 
million  \ard  in  Pascagoula,  Miss.; 
Newport  News  Shipbuilding  &  Dry- 
dock  merged  with  Tenneco  Inc.,  part- 
ly because  of  the  hitter's  capital  re- 
sources; Bath  Industries — competing 
with  CD  and  Litton  for  a  Navy  con- 
tract on  new  destro\ers — will  spend 
340  mi]lion-35()  million  if  it  wins  in 
order  to  modernize  facilities. 

Lewis  claims  that  capital  of  this 
magnitude  is  not  needed  at  Quincy. 
Theie  is  reason  to  suspect,  however, 
that  the  Navy  thinks  otherwise.  It  was 
Litton  and  Mississippi's  willingness  to 
put  up  the  mone\  last  \ear  for  the 
new  Pascagoula  \ard  that  cost  CD 
the  Navy's  still  unfunded  contract  for 
fast  deployment  logistics  ships. 

There  is  also  the  question  whether 
CD  has  the  kind  of  mone\-  necessary 
lor  large  scale  modernization  at  Quin- 
c\'.  Lewis  already  has  a  substantial 
capital  budget  on  his  hands,  devoted 
mainly  to  CD's  Fort  Worth  installa- 
tion, which  is  producing  the  contro- 
versial F-111  fighter-bomber  for  the 
Air  Force.  \\'orking  capital  has  been 
hovering  just  over  the  3150-million 
low  limit  set  for  it  by  CD's  principal 
creditor,  Prudential  Insurance.  Capital 
programs  for  the  past  two  years — 
some  3160  million  total — have  ex- 
ceeded cash  flow  in  those  years, 
thanks  partly  to  CD  s  ship-building 
los.ses,  and  this  has  put  CD  in  a  bind. 

And  then  there  is  the  F-111.  The 
contract  started  out  in  1962  as  former 
Defense  Secretar\  Robert  S.  Mc- 
Namara's  vision  of  one  airplane  de- 
signed to  serve  both  the  Navy  and 
the  Air  Force.  The  original  estimates 
indicated  that  between  1,700  and  2,- 
400  planes  would  e\'entually  be  built. 
Since  then,  the  Air  Force  has  lowered 
its  sights  to  fewer  than  900  aircraft 
of  the  F-111  type;  the  Navy  has 
shucked  off  its  portion  of  the  F-111; 
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and  Congress  is  still  questioning  the 
wisdom  of  going  on  with  the  plane 
at  all.  CD  is  producing  some  13 
planes  a  month — less  than  half  the 
28  originally  planned.  From  an  initial 
cost  per  plane,  including  engines,  of 
slightly  over  S5  million,  the  costs 
have  risen  to  over  $7  million,  accord- 
ing to  the  Air  Force,  or  §8  million, 
according  to  Congressional  sources. 

Since  this  kind  of  business  is  es- 
sentially cost-plus.  General  Dynamics 
does  not  expect  to  have  write-offs 
on  the  F-111.  Still,  CD's  F-111  prof- 
its, as  Lewis  told  stockholders  last 
year,  are  now  being  booked  "at  a 
lower  rate"  than  previously,  a  cir- 
cumstance that  helped  accelerate 
CD's  precipitous  1968  earnings  de- 
cline. But  in  the  end  CD's  F-111 
profits — large  or  small — may  matter 
far  less  than  the  impact  the  contract 
could  have  on  the  company's  position 
as  an  airframe  maker.  As  analyst 
Duane  Yorke  of  Bear,  Stearns  puts  it, 
"The  real  damage  is  to  the  company's 
reputation  with  the  people  who  give 
out  contracts." 

General  Dynamics  was  passed  over 
last  year  in  two  competitions:  to  build 
both  the  Navy  F-14  fighter,  the  sub- 
stitute for  the  scuttled  F-lllB,  and 
the  proposed  Air  Force  F-15  fighter. 
The  company's  current  hope  for  a 
big  aircraft  program  is  the  proposed 
advanced  manned  strategic  bomber, 
but  here  GD  will  ha\e  to  compete 
against  Boeing,  North  American  Rock- 
well and  Lockheed. 

Main  Chance? 

As  a  consequence  of  these  twin  prob- 
lems— Quincy  and  the  F-111 — GD 
has  had  to  concentrate  its  somewhat 
limited  resources.  Rather  than  strain 
these,  Lewis  chose  in  1967  to  sell 
General  Atomic  to  Gulf  Oil.  Explains 
Lewis:  "We  came  to  a  point  where, 
to  compete  effectively  in  that  busi- 
ness, we  would  have  had  to  change 
the  scale  of  our  effort,  and  not  only 
financially.  We  felt  we  would  do 
more  by  staying  in  the  fields  where 
we  were  already  established."  This 
in  spite  of  the  fact  that  GD  had  been 
given  a  leg  up  in  the  creation  of  a 
different  type  of  reactor  with  $60  mil- 
lion of  investment  by  the  Atomic 
Energy  Commission,  and  with  utilities 
crying  for  more  supphers. 

The  next  question  is:  Can  General 
Dynamics  hold  on  to  and  expand  the 
remaining  portions  of  its  commercial, 
nondefense  business?  These  are:  tele- 
phone equipment  and  data  retrieval 
( Stromberg-Carlson ) ,  building  ma- 
terials and  coal  (Materials  Service), 
and,  until  the  courts  ordered  divesti- 
ture this  year,  industrial  gas  (Liquid 
Carbonic).  These  businesses,  account- 
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ing  for  17/?  to  2.3%  of  sales  in  recent 
years,  were  capable  of  delivering  al- 
most S25  million  in  Jiet  income — or 
o\er  50%  of  the  total  in  nearly  every 
recent  year.  Even  Convair,  now  in' 
missile  work  and  subcontracting,  is  a 
good  profit  contributor — SIO  million 
to  S12  million  a  year. 

Stromberg-Carlson  Datagraphics  is 
now  a  $35-million-a-year  business,  ac- 
cording to  John  Graham,  vice  presi- 
dent in  charge  of  the  electronics 
group,  and  it  has  a  really  hot  product 
in  a  microfilm  printer  and  processor 
of  computer  data.  Graham  sees  Data- 
graphics,  which  also  makes  computer 
remote  display  units,  contributing 
$200  million  to  $300  million  to  CD's 
volume  within  five  years.  And  Data- 
graphics  isn't  all.  Stromberg-Carlson 's 
telephone  equipment  business — ex- 
panded this  year,  with  the  acquisi- 
tion of  Continental  Telephone's  equip- 
ment supply  subsidiary,  to  $175-mil- 
lion  sales — has  also  been  profitable. 

"I  want  to  increase  our  commercial 
business,"  says  Lewis.  Translate  that 
as  meaning:  "We're  interested  in  a 
major  merger."  Says  he:  "We  had  an 
understanding  with  Allis-Chalmers 
two  years  ago  before  they  got  riled 
up  with  Ling-Temco  and  everybody 
else.  We  had  serious  talks  but  no 
agreement  came  of  it.  Then  we  were 
one  of  the  bidders  for  Douglas  when 
they  ran  out  of  cash.  But  North  Amer- 
ican and  McDonnell  were  both  will- 
ing to  offer  more  than  we  were." 

Yet  GD  need  not  necessarily  have 

Co/.  Henry  Crown 


lost  Douglas  to  McDonnell,  or  so 
argues  Chicago  industrialist  Henry 
Crown,  who  played  the  major  role 
in  keeping  GD  from  bankruptcy  in 
1961.  Crown  and  his  family  had  sold 
their  Materials  Service  Corp.  (build- 
ing materials)  to  GD  in  1959  for  2 
million  shares  of  preference  stock,  hi 
1965  and  1966  GD  redeemed  the 
prefeience  shares.  It  paid  Crown  a 
total  of  $103  million,  half  of  it  from 
^additional  debt  and  the  other  half  from 
internalh-  generated  cash.  This  cut 
sharply  into  CD's  capital  resources 
but  did  eliminate  Crown,  a  strong- 
willed  man,  as  a  factor  in  manage- 
ment. Crown  argues  that  the  money 
might  better  have  been  used  for  ac- 
quesitions.  With  $100  million  in  ready 
cash.  Crown  argues,  GD  might  have 
been  able  to  pick  up  Douglas. 

But  Lewis  did  not  do  so,  quite 
probably  because  he  was  afraid  of 
spreading  his  resources  too  thin.  So 
the  question  remains:  What  kind  of 
company  is  GD  going  to  be,  a  diver- 
sified technology  compony  or  a  largely 
defense  company? 

Lewis'  concept  of  General  Dynam- 
ics' business — "the  long-term  apphca- 
tion  of  science  and  technology  to  the 
security  of  this  country"  may  be  a 
clue.  He  does  not  emphasize  com- 
mercial business  when  asked  where 
GD  is  going;  he  talks  about  the  "win 
rate"  on  go\ernment  contracts.  Yet 
save  for  the  F-111,  GD  has  won  no 
major  Government  contract  this  dec- 
ade. The  Nav\'  was  so  angry  at  GD 
over  delivery  delays  on  ships  last 
year  that  it  asked  the  Maritime  Ad- 
ministration not  to  let  GD  have  a 
civilian  contract  from  Lykes.  GD  got 
the  contract  anyway,  but  the  Navy 
attitude  is  important. 

Roger  Lewis  is  an  able  man,  but 
after  seven  years  of  wrestling  with  the 
company,  he  has  been  unable  to  in- 
tegrate CD's  varied  parts,  to  execute 
John  Hopkins'  brilliant  dream.  So 
where  does  the  company  go  from 
here?  In  this  the  era  of  the  Big  Take- 
over, General  Dynamics  may  yet  at- 
tract the  acquisitive  eye  of  an  am- 
bitious conglomerator.  Its  common 
shares  are  worth  under  $500  million, 
yet  it  has  sales  of  $2-billion-plus — no 
mean  prize  in  a  game  where  bigness 
carries  its  own  rewards. 

Ironically,  any  such  acquisition  ef- 
fort would  have  to  contend  with 
Henry  Crown.  Though  he  is  no  longer 
a  director,  he  and  his  friends  and 
family  now  control  600,000  common 
shares,  5.7%,  most  of  it  bought  on  the 
open  market.  Tliis  is  the  largest  sin- 
gle block  of  stock  in  the  company. 
Would  it  support  a  takeover  bid? 
Replies  Henry  Crown  with  studied 
ambiguity:  "That's  anybody's  guess."B 
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Company  on  the  Make 

There's  an  object  lesson  in  Bob  Vesco's  miniconglomerate, 
International  Controls.  But  for  whom?  That's  the  big  question. 


OBERT   L.    Vesco,   33,   president   of 

airfield,    X.J.'s     International    Con- 

ols,  is,  to  say  the  very  least,  a  high- 

owered   salesman.   He's  even   better 

lan  that.  He  has  been  selling  himself 

)    bankers    as    sophisticated    as    the 

ank  of  America,  and  eniplo\ing  the 

roceeds   so   effectiveU'    that    late   in 

inuar\    he    won    court    approval    of 

Cs  long-dela\ed  bid   for  control   of 

asadena  s  Electronic  Specialt\. 

A   one-time    finder,    \'esco    picked 

p    control     of     International     Con- 

ols   in    1965   when    it   was    grossing 

300,000  a  \ear  and  netting  nothing. 

iter  two  \ears  IC  boasted  1967  sales 

f  S6.8  million  and  nearK    $700,000 

»  profits  but   less   than   SoOO.OOO   in 

ash.    Still,   \  esco    had   a    base    large 

nough   to   move   into   the   big   time. 

le  floated   S1.5  million  worth  of  se- 

urities  in  the  U.S.  Then  last  July,  on 

le  strength   of   a   proposed  acquisi- 

on  program,  he  borrowed  some  S25 

ilDion  from  European  inxestors,  and 

dth    this   kitt)    set    out    looking    foi 

cquisitions   to  cover   the  soaring  in- 

?rest  costs  of  his  debt. 

Vesco  swept  S.  Mort  Zinnnerman, 

hairman   of   Dallas'   Intercontinental 

idustries,  right  off  his  feet.  "I  made 

ly  money   with   Jimmy   Ling,"   says 

jmmerman,    "but    I    never    saw    the 

kes    of    this    gu\.      Intercontinental, 

'hich  owned  a  plant  that  makes  bomb 

•odies  and  missile  motor  cases,  netteil 

1.5  million  last  \ear  on  about  'liSO 

million      in      revenues.      Zimmerman 

laims  that  \'esco  e.xplained  that   IC 

tas    about    to    acquire    a    savings    & 

3an    company    with    assets    of    $89 

lillion  and  then  oliered  Zinnnerman 

II    million    in    stock    for    his    bomb 

lant — to    be    deli\ered    "promptly" 

fter  an  auditor's  statement.  Zimmer- 

iian  agreed  to  sell  out. 

With  Intercontinental's  plant  in  the 
»ag,  \'esco  \isited  Rockefeller  Brolh- 
rs  to  discuss  their  interest  in  Elec- 
ronic  Specialt\,  a  West  Coast  manu- 
icturer  of  large  metal  aircraft  parts 
ind  electromechanical  components, 
;nd  then  o\er  a  weekend  tried  to 
alk  ELS  Chainnan  \Villiam  H.  Bur- 
gess into  a  fast  merger.  "We  pro- 
)osed  that  they  acquire  us  on  paper, 
o  he  would  appear  top  man,"  Vesco 
ays.  "But  Bmgess  knew  he  would  lose 
ontrol,  and  I  failed  to  account  for  his 
eaction  when  this  young  company 
■ame  in  and  said,  'Bill,  you  failed  to 
Perform,  now  get  out  of  the  way.'  " 

Vesco  promptly  launched  a  tender 
"ffer,  and  when  IC  wound  up  with 


Who  Needs  A  Degree?  Not 

Detroit  autoworker's  son  Bob 
Vesco,  who  says,  "I  never  went 
fo  college  because  I  never 
had  the  money."  After  ob- 
serving the  acquisition  game 
from  a  minor  position  at  Olin 
Mathieson,  he  quit  at  only 
24  to  try  conglomerating  in 
1960  v/ith  only  $800.  He  sur- 
vived ^by  bringing  buyers  of 
aluminum  together  v/ith  sell- 
ers. Ingeniously,  he  got  a 
portion  of  the  profits  of  an 
aluminum  plant  in  return  for 
filling  up  some  of  its  ex- 
cess capacity.  Then  he  got  a 
share  of  some  of  the  plant's 
customers'  profits  by  giving 
them  "credit  v/hen  it  was 
questionable.  All  the  time  I 
was  eating  beans,  but  that 
started  the  ball  rolling.  After 
that  I  entered  a  deal  that 
went  sour,  and  I  had  to  buy 
out  my  two  partners.  I  had  to 
sell  off  everything  I  owned  to 
raise  cash  for  it."  That  after 
12  acquisitions,  became  Inter- 
naiional  Controls.  Next  move: 
merging  with  ELS  or  acquiring 
the  other  45%  of  its  stock  and 
selling  part  of  Golden  West. 


55%  of  the  stock,  Burgess  took  IC 
into  court  and  tried  to  force  it  to 
divest  itself  of  its  ELS  stock.  The 
attempt  failed,  but  Burgess  did  pre- 
vent IC  from  \oting  its  stock  from 
September  until  Jan.  28   {see  p.  60). 

"The  suit  hurt  us  substantially," 
savs  \'esco.  "The  funds  sold  out  our 
stock,  and  the  price  dropped  50%." 
Even  worse,  \'esco  decided  to  ac- 
cept $50  million  (55%)  of  ELS' 
stock  rather  than  the  $19.5  million 
lied  originally  planned  on,  because 
he  feared  other  law  suits  from  stock- 
holders whose  tendered  shares  would 
have  had  to  be  rejected.  To  swing 
that,  he  had  to  borrow  another 
$18  million — this  time  from  the  Bank 
of  America.  Meanwhile,  ELS  moved 
into  the  red,  its  connnon  fell  from  39 
(IC's  tender  price)  to  around  25, 
and  \'esco  had  a  $14-million  paper 
loss  on  his  ELS  investment.  By  this 
time,  rising  legal  and  interest  charges 
had  toppled  IC  into  the  red  as  well; 
and  to  replenish  his  exhausted  cash 
reserves,  \'esco  applied  to  the  Secu- 
rities &  Exchange  Commission  for  per- 
mission to  sell  more  securities. 

According  to  the  preliminary  pros- 
pectus, IC  was  in  e\en  worse  shape 
than  it  looked.  In  addition  to  its  own 
losses,  and  its  55%  interest  in  deficit- 
prone  ELS,  IC  also  owned  Golden 
West  Airlines,  which  had  unconsoli- 
dated losses  of  over  $1  million.  The 
only  big  profit  producer  was  Zimmer- 
man's bomb  plant,  and  last  month 
Zinnnerman  sued  to  get  that  back.  "I 
haven't  been  paid  for  it,  even  though 
Vesco  has  consolidated  it  in  his 
figures,"  Zimmerman  groaned.  He  be- 
lieved that  the  real  trouble  was  that, 
under  the  old  agreement,  seven 
months  after  he  got  the  IC  shares  he 
would  have  the  right  to  sell  approx- 
imately $5  million  worth  of  them  back 
to  International  Controls  at  their 
original  price,  $41.20  vs.  $24  current- 
ly, and  IC  didn't  have  the  cash. 

But  the  new  suit  toppled  IC  stock 
from  32  back  to  25.  So  \'esco  settled 
by  giving  Zimmerman  275,000  shares 
of  IC,  in  return  for  Zimmerman  drop- 
ping his  suit.  Zimmerman  plans  to  sell 
these  shares  to  the  public  by  May 
1970.  He  claims  that  IC  has  agreed 
to  make  up  any  difierence  between 
the  old  $41.20  per  share  price  and 
what  the  new  oftering  brings.  Zim- 
merman regards  this  as  a  guarantee 
that  he  will  net  his  original  $11  million. 
"The  main  thing  is  the  future,"  Vesco 
says  with  a  faraway  look.  "Now  that 
we  are  a  $100-million-plus  company, 
we  can  look  at  a  $300-million  one.  I 
plan  to  do  a  billion  by  1971." 

Perhaps  he  will — assuming  that  his 
creditors  will  continue  to  go  along 
with  him.  ■ 
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More  for  Lesch? 

Colgate  has  come  a  long  way  since  George  Lesch  took 
over,   but   it's   still  far  behind  Procter  &   Gamble. 


"I  DID  IT  in  Mexico;  I  did  it  overseas; 
now  I've  done  it  at  home,"  says 
George  H.  Lesch,  president  and  chief 
executive  of  New  York's  Colgate- 
Palmolive  Corp.  "I  guess,"  he  adds 
facetiously,  "there  just  aren't  any 
more  challenges  for  me  at  Colgate." 
There  are  still  plenty,  of  course,  as 
Lesch  hastens  to  point  out,  but  he  has 
reason  to  indulge  in  a  certain  amount 
of  self-congratulation  these  days. 

After  all,  he  can  claim  major  re- 
sponsibility for  rebuilding  the  com- 
pany over  the  past  20  years.  When 
Lesch  went  to  Colgate's  Mexican 
subsidiary  in  1939,  it  was  the  ninth- 
biggest  in  the  company.  By  1956, 
when  he  moved  on  to  Colgate- 
Palmolive  International,  it  was  Col- 
gate's biggest  and  most  profitable  for- 
eign operation.  Overseas,  Lesch  more 
than  doubled  Colgate's  business  in 
less  than  five  years  (to  almost  $300 
million),  so  that  by  1959  Colgate's 
foreign  operations  were  bigger  than 
those  in  the  U.S.  Then,  in  1960, 
Lesch  was  called  home  to  take  on  the 
biggest  job  of  all — the  presidency  of 
the    parent    company — and   by    then 


Colgate's  domestic  operations  were  in 
serious  trouble. 

The  company  had  not  produced 
any  major  new  products  in  years, 
none  were  even  in  the  works,  and 
between  1956  and  1960  Colgate's 
domestic  volume  had  actually  de- 
clined. "In  the  early  Sixties,"  Lesch 
says,  "the  condition  of  Colgate-Palm- 
olive was  really  much  worse  than  any- 
one knew.  \\'e  had  to  have  new 
products  at  any  cost  and  to  develop 
an  entirely  new  management  structme 
and  orientation  that  could  produce 
them. '  Lesch  looked  about  frantically, 
and  vainly,  for  a  big  merger  that 
would  bring  Colgate  the  new  products 
it  needed.  Since  1960  his  new  prod- 
ucts research  and  marketing  has  in- 
creased six  times  to  $60  million. 

"We  started  rolling  the  dice,"  he 
says.  "The  only  way  to  produce  an\' 
winners  is  to  take  a  few  chances,  and 
five  years  ago  we  were  forced  to 
take  some  big  gambles."  The  com- 
pany started  cranking  out  the  new 
products,  some  of  which  were  spec- 
tacular failures.  "Let's  face  it,  we  fell 
flat  on  our  faces  with  Cue,  and  we 


lesch    of   Colgate-Palmolive 

dropped  a  hell  of  a  lot  of  money 
[$12  million],"  Lesch  says.  "I  also  lost 
my  shirt  on  Dynamo  detergent." 

The  new  program  also  produced  its 
share  of  winners.  Lesch's  first  success- 
ful new  products  did  not  aim  for  the 
top.  Ultra  Brite  toothpaste,  for  ex- 
ample, knocked  P&G's  Gleem  out  of 
third  place,   but  never  attempted  to 


Presenting  the  Airport  BUI 

The  cost  of  getting  people  into  and  out  of  planes  and  air- 
ports, and  getting  planes  to  and  from  airports,  will  run  $18 
billion  in  the  next  decade.  Who  will  pay?  Everybody  who  flies. 


For  nearly  three  years  now,  the  avia- 
tion industry  has  haggled  with  Con- 
gressional committees  over  who  will 
pay  what  for  the  long-overdue  major 
overhaul  job  of  the  nation's  airports. 
Now,  say  key  members  of  Congress, 
there  will  be  "no  more  haggling." 
This  year,  the}'  insist,  legislation  to 
pour  over  $1  billion  a  year  into  air- 
ports and  airways  "must  be  passed." 

Senator  W'arren  G.  Magnuson 
(Dem.,  Wa.sh.),  chairman  of  the  Sen- 
ate Commerce  Committee,  said  in  a 
letter  to  his  colleagues:  "The  most 
pressing  national  problem  confronting 
the  committee  in  1969  is  the  alarming 
inefficiency  and  obsolescence  of  the 
nation's  airways  and  airports  system." 
Last  month  Magnuson  introduced  a 
bill  that  would  create  an  "airport  and 
airways  trust  fund"  like  the  highwa>' 
trust  fund,  which  has  poured  $34.2 
billion  into  the  interstate  highway  sys- 
tem since  1958. 

In  the  House  of  Representatives, 
Representative  Samuel  Friedel  (Dem., 


Md.),  chairman  of  the  Commerce 
Committee's  Transportation  &  Aero- 
nautics Subcommittee,  introduced  an 
identical  bill.  Like  the  highway  trust 
fund,  the  airport  and  airways  trust 
fund  must  depend  on  federally  col- 
lected "users'  taxes "  to  pay  the  Go\'- 
ernment's  share  of  the  estimated  $18 
billion  needed  over  the  next  ten  years. 

Politically   Feasible? 

When  the  word  "taxes"  appears  in 
legislation,  it  means  that  Chairman 
\\'ilbur  Mills  (Dem.,  Ark.)  of  the 
House  Ways  &  Means  Committee  has 
to  agree  that  the  tax  aspects  are  eco- 
nomically and  politically  feasible. 
When  asked  about  the  airport-airwa\'s 
users'  taxes.  Mills  told  Forbes:  "We 
should  be  able  to  handle  it  all  right 
this  \ear." 

In  their  present  fonu,  the  Magnu- 
son-Friedel  bills  would  call  on  the 
Department  of  Transportation  and 
Federal  Aviation  Agency  to  pour 
some   $6   billion   over   the   next   ten- 


year  period  into  heavy  construction 
of  airfields  and  into  sophisticated  elec- 
tronic gear  in  and  around  airports. 
This  would  be  on  top  of  the  estimated 
$9  billion  the  Federal  Aviation  Admin- 
istration says  it  will  need  for  operation 
and  maintenance  of  the  air  system 
o\er  the  same  period. 

To  provide  the  Go\  ernment's  share 
of  the  needed  funds,  the  bill  would 
basically  stick  to  existing  passenger- 
ticket  and  aviation-fuel-collection 
methods.  For  example,  the  5%  federal 
tax  now  paid  on  all  passenger  tickets 
would  be  increased  to  8%.  A  passenger 
flying  from,  sa>',  Den\er  to  Chicago 
now  pa\s  $2.75  tax  on  his  $55  tourist 
ticket.  With  the  new  tax  he  would 
pay  $4.40. 

General  a\iation  (light  planes  and 
business  jets)  now  pa\s  a  2-cent-a- 
gallon  tax  on  aviation  gasoline,  and 
this  money  somehow  ends  up  in  the 
highway  trust  fund.  Under  the  new 
legislation,  the  general  aviation  tax 
would  be  increased  to  7  cents  a  gal- 
lon on  all  fuels,  including  hitherto 
exempted  jet  fuels.  This  means  that 
the  $2.40  tax  on  the  120  gallons 
of  gas  needed  for  a  Piper  Aztec  to 
fly  from  Denver  to  Chicago  would 
be  hiked  to  $8.40.  On  a  Lear  busi- 
ness  jet,   the   tax   would   jump   from 
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do  battle  with  Crest.  Cold  Power  de- 
tergent, now  in  fourth  place.  ne\er 
aimed  directh    at  P&G's  Tide. 

The  strategy  paid  oH.  Since  1960, 
Colgate's  domestic  sales  have  in- 
creased from  around  S275  million  to 
about  S.500  million,  and  almost  all  of 
the  gain  comes  from  new  products. 
Colgate's  foreign  business  still  con- 
tributes around  55?  of  its  \olume 
and  much  more  of  its  profits  just  as 
it  did  when  Lesch  took  over,  but 
it  no  longer  threatens  to  overwhelm 
the  rest  of  the  company.  "The  only 
thing  that  s  important, '  Lesch  says, 
"is  that  our  domestic  business  is  now 
growing  as  fast  [10?  a  year]  as  our 
foreign  business,  and  is  able  to  keep 
our  foreign  children  supplied  witli 
new  products.  Most  of  our  profits 
should  c-ome  from  overseas.  There's 
a  much  bigger  market  there,  and  it  s 
the  domestic  parent  that  incurs  the 
product  development  costs  and  feeds 
the  products  to   the  world." 

Lesch  is  only  too  well  aware,  liow- 
I  ever,  that  it's  not  the  gap  between 
Colgates  foreign  and  domestic  sales 
that  matters  but  the  gap  between  C^ol- 
gate  and  Procter  &  Gamble.  And  to 
catch  P&G,  Colgate  still  has  a  long 
way  to  go.  Colgate  has  almost 
equalled  P&G  in  sales  and  earnings 
growth — an   achievement   that   stems 


in  large  part,  of  course,  from  the  low 
base  from  which  Colgate  started.  And 
P&G's  profit  margin  (15?)  and  re- 
turn on  equity  (1851)  are  still  50% 
higher  than  Colgate's. 

Nose  fo  Nose 

Over  the  past  several  years,  how- 
ever, Lesch  feels  that  Colgate  has  laid 
the  groundwork  for  closing  that  gap. 
A  showdown  with  P&G  is  looming, 
and  for  once  Colgate  has  the  ini- 
tiative. "We  took  a  great  many  risks, 
and  spent  a  tremendous  amount  of 
energ\-  and  money  to  get  this  ship 
moving,"  he  says.  "Now  that  we're 
under  way,  our  perfomiance  can  onI\' 
improve.  We  can  aim  higher  and  don  t 
have  to  stick  our  neck  out  so  far. " 

Last  year  Colgate  launched  major 
frontal  attacks  on  P&G  lor  the  top 
spots  in  both  companies'  biggest  mar- 
kets— detergents  and  toothpastes. 
When  Lesch  heard  tliat  P&G  was  test- 
marketing  a  new  detergent  with  en- 
z\ines  in  S\racuse  last  spring,  he  rec- 
ognized the  potential  of  enzymes  and 
quickly  put  together  his  own  enz\nie 
product — .Axion.  With  limited  re- 
search and  testing,  he  rushed  Axion 
into  wide  distribution  while  P&G  was 
still  completing  its  tests.  He  thereby 
won  Colgate  an  all-important  head- 
start  in  a  major  new  product  category 


that  both  companies  agree  may  prove 
as  important  to  laundry  products  as 
detergents  were.  P&G  has  now  intro- 
duced enzymes  into  its  biggest  seller 
— Tide — but  at  the  moment  Colgate 
is  still  way  ahead  in  enzyme  products. 

Ever  since  Colgate  toothpaste  was 
knocked  off  the  top  by  Crest  in  1961, 
Colgate  has  been  searching  for  a 
formula  more  effective  than  Crest's 
in  reducing  cavities.  Last  year,  Lesch 
believes,  (Colgate  finally  found  it  in 
MonoFluoroPhospliatc.  Lesch  is  junk- 
ing Colgate-with-Gardol  and  has 
brought  out  Colgate-with-MFP,  back- 
ing it  up  with  20  million  free  samples 
and  a  fjilO-niillion-plus  ad  campaign. 
Aimed  directly  at  Crest,  Colgate-with- 
.\IFP  claims  to  be  "superior  to  the 
leading  stannous  fluoride  toothpaste." 
P&G  has  countered  b\  l)ringing  out  a 
mint-flavored  Crest,  and  it's  up  to 
the  consumer  to  choose  the   winner. 

These  then  are  the  elements  of 
C^olgate's  current  confrontation  with 
P&C^  In  enzyme  products,  Colgate 
has  a  head  start,  but  it's  still  not 
certain  enzymes  will  sweep  the  mar- 
ket. In  MFP,  Colgate  may  indeed 
have  a  better  mousetrap,  but  as  the 
success  of  Axion  suggests,  that  mouse- 
trap had  better  be  different  as  well. 
No  more  challenges  for  George 
Le.sch?  He  should  live  so  long.  ■ 


zero    to    S36.75    for    the    same    trip. 

All  this  money,  plus  that  collected 
from  an  entirely  new  5?  tax  on  all 
air  freight  waybills,  would  be  spe- 
cific-ally earmarked  for  the  airport-air- 
wa\s  trust  fund.  The  fimd  is  expected 
to  collect  around  S5.5()  million  in  its 
first  year,  $800  million  in  its  fifth, 
and  over  SI. 4  billion  in  the  tenth. 

It  will  all  be  sorely  needed,  accord- 
ing to  the  FAA.  Congestion  around 
the  airports  last  year  cost  commercial 
airlines  more  than  SlOO  million  in 
losses.  And,  according  to  Senator 
Magnuson's  letter,  his  committee  is 
"alanned  by  the  rash  of  accidents 
involving  commercial  airliners."  Those 
t\vo  Allegheny  Airline  crashes  near 
Bradford,  Pa.  this  winter,  accord- 
ing   to    one    of    Magnuson's    staffers, 


rang  the  bell.  They  probably  could 
have  been  prevented  if  there  was  a 
proper  landing  and  approach  system." 
The  FAA  says  a  portion  of  the 
trust  fund  money  would  go  into 
putting  its  20  regional  route  traffic 
control  centers  on  an  automated  basis. 
The  proposed  automation  system, 
called  'Alpha  Numerics,'  assigns  an 
individual  electronic  signal  to  every 
plane.  When  the  plane  takes  ofl,  this 
signal  combines  with  electronic  altim- 
eter readings  and,  along  with  route 
radar  readings,  is  fed  into  a  computer 
which  already  has  digested  the  flight 
plan.  The  computer  then  puts  the 
plane  on  a  huge  control  scope  or 
'artificial  sky"  along  with  all  other 
planes   moving   in   its   system. 

Nearly  1,000  new  airports  will  be 


needed,  the  FAA  .says,  and  60  of  the 
existing  major  airports  will  have  to  be 
overhauled  along  with  expansion  of 
some  2,000  smaller  fields. 

The  proposed  legislation  also  calls 
lor  the  Government  to  guarantee 
loans  up  to  $1 -billion  (some  say  this 
will  be  doubled)  for  the  construction 
and  expansion  of  terminals.  Up  to 
now,  local  airport  authorities  and 
the  airlines  have  done  most  of  the 
temninal  financing.  FAA  says  around 
S3  billion  will  be  needed  for  ter- 
minals. 

Although  nobody  is  officially  against 
spending  all  this  money,  almost  every- 
body in  the  aviation  business  is 
against  that  part  of  the  proposed  law 
that  affects  him.  The  Aircraft  Owners 
&  Pilot  Association,  general  aviation's 
lobby,  is  violently  against  paying  more 
fuel  tax.  The  airlines  are  against  the 
passenger  tax  unless  all  the  money 
goes  into  building  their  terminals. 

Says  tax  man  Wilbur  Mills,  "We 
heard  the  same  kind  of  complaints 
when  we  designed  the  highway  trust 
fund."  Yet  the  highway  fund  com- 
plainers.  Mills  says,  are  its  biggest 
boosters  now.  The  highwaymen  dis- 
covered trust  funds  can  be  multibil- 
lion-dollar  bonanzas.  So  will  the  air- 
vvaymen.  ■ 
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Texas  Instruments: 
Big  Opportunities  in  Small  Packages 

When  the  underlying  technology  of  an  industry  changes,  anything  can  happen  to  the 
established  leaders.  But  after  some  uneasy  moments  Texas  Instruments  now  is  com- 
ing through  the  dangerous  changeover  period  in  semiconductors  on  top  of  the  heap. 


New  Toy.  Fresh  from  success 
in  the  hazardous  transition  to 
integrated  circuits  (ICs),  Tl's 
Pat  tiaggerty  and  Mark  Shep- 
herd already  are  girding  for 
the  next  big  jump— into  large- 
scale  integration  (LSI).  As 
with  the  tiny  computer  they 
used  to  sell  the  Air  Force  on 
ICs  in  1961  (see  story),  they 
now  are  using  the  above 
fourth-generation  airborne 
computer  to  show  the  speed, 
cost,  reliability  and  size-re- 
duction   advantages    of    LSI. 


The  business  of  making  semiconduc- 
tors— the  basic  building  blocks  of  the 
electronics  industr\ — has  never  been 
a  bed  of  roses.  The  technology 
changes  swiftly  and  constantly.  The 
products  get  smaller  and  smaller,  yet 
tl.ey  can  do  more  work.  The  prices 
move  one  way  only — down,  and  often 
so  rapidly  that  a  company  might  sell 
twice  as  many  units  as  the  year  before 
but  take  in  fewer  dollars. 

But  during  the  last  four  or  five 
years  the  semiconductor  producers 
have  been  going  through  their  most 
perilous  and  bitter  struggle  since  the 
great  electronics  shakeout  of  the  early 
Sixties.  In  other  industries  models  and 
styles  change.  But  in  semiconductors 
the  whole  technology  base  has  been 
shifting.  The  older  generation  of  dis- 
crete components  (separate  transistors, 
resistors,  etc.)  is  giving  way  to  a  new 
one  of  integrated  circuits  (ICs),  in 
which  vastly  miniaturized  components 
are  packaged  as  complete  circuits  in  a 
tiny  silicon  chip. 

The  last  such  changeover,  from 
vacuum  tubes  to  transistors  in  the 
early  Fifties,  permitted  the  design  of 
computers  that  occupied  a  few  square 
feet  rather  than  several  rooms.  In  that 
shift  the  estabHshed  electronics  lead- 
ers— like  RCA  and  General  Electric — 
were  left  in  the  dust  by  several  hungry 
young  newcomers.  Now  the  shift  to 
integrated  circuits  is  permitting  the 
design  of  computers  occupying  several 
square  inches.  And  the  onetime  new- 
comers— Texas  Instruments,  Motorola, 
Fairchild  Camera  &  Instrument — ha\e 
been  fighting  tooth-and-nail  to  keep 
history  from  repeating  itself. 

From  next  to  nothing  five  years 
ago,  integrated  circuits  have  already 
achieved  sales  of  $312  million.  In 
1969  sales  will  rise  to  $400  million, 
and  five  years  hence  the  integrated 
circuit  market  should  easily  exceed 
$1  billion,  even  though  unit  prices 
then  will  inevitably  be  a  fraction  of 
today's  levels.  With  that  in  prospect, 
it  is  not  surprising  that  the  semicon- 
ductor producers  have  been  at  each 
others'  throats. 

At  first,  few  outside  the  industry 
knew  of  the  battle.  It  took  place  be- 
hind the  locked  doors  of  research 
labs,  executive  offices,  hotel  suites  and 
the  Pentagon.  About  a  year-  ago,  how- 
ever,   the    ravages    became    evident 
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when  Texas  Instruments,  Motorola 
and  Fairchild  all  weighed  in  with 
'steep  earnings  declines  for  1967.  The 
struggle  made  the  headlines  last  Au- 
gust when  Fairchild,  battered  in  the 
fray,  resorted  to  the  mass  piracy  of 
C.  Lester  Hogan  and  six  other  key 
Motorola  executives  in  a  desperate  ef- 
fort to  stave  off  a  rout. 

The  switch  to  integrated  circuits  is 
far  from  complete,  and  the  continuous 
churning  of  semiconductor  technology 
will  always  make  it  hazardous  to  de- 
clare a  final  winner  in  the  battle  to 
supply  them.  But  during  the  latter 
half  of  1968  Texas  Instruments,  long 
the  leader  in  semiconductors  overall, 
finally  emerged  into  the  lead  in  in- 
tegrated circuits  as  well.  With  its 
momentum  thus  built  up,  TI  should 
be  able  to  hold  that  lead  for  the 
next  several  years.  If  so,  TI  Chairaian 
Patrick  E.  Haggert>'  and  President 
Mark  Shepherd  Jr.  may  irow  be  able 
to  meet  their  previously  announced 
goals  of  $1 -billion  sales  by  1970  and 
$3  bilUon  by  1976 — marks  which  a 
year  ago  seemed  quite  out  of  reach. 
"We're  No.  One  now  in  integrated 
circuits,  no  question  about  it,"  con- 
tends J.  Fred  Bucy,  Tl's  aggressive, 
39-year-old  group  vdce  president  in 
charge  of  semiconductor  operations. 
Of  course,  GE,  IBM  and  other  elec- 
tronics companies  produce  ICs  in 
quantity  for  their  own  use.  But  in  the 
commercial  marketplace,  Texas  Instru- 
ments now  appears  to  have  about  30% 
of  the  integrated-circuit  volume.  Mo- 
torola follows  b\  a  couple  of  percent- 
age points  and  Fairchild  ranks  third. 

Cigarette-Pack  Computer 

Texas  Insbunients  has  been  one  of 
the  leaders  in  semiconductors  since 
1954,  when,  as  an  obscure  $24-million 
company,  it  stunned  the  electronics 
world  by  bringing  out  the  first  com- 
mercial silicon  transistor.  It  had  a 
large  assist  from  Bell  Telephone  Lab- 
oratories, which  developed  the  basic 
technolog)-.  But  on  that  base  TI 
built  a  market  position  in  transistors 
that  even  outfits  fike  RCA  and  GE 
were  never  able  to  equal.  Not  until 
1958,  four  years  later,  did  TI  have 
any  effective  competition  in  silicon 
transistors.  By  1960  its  sales  had 
soared  to  $232  million,  its  profits  to 
$15.5  million,  its  stock  from  2  to  102. 
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Thus  fortified,  TI  successfully 
weathered  the  great  electronics  shake- 
out  ot  1960-62.  Dozens  of  com- 
panies had  nishetl  into  the  industr\, 
causing  tremendous  excess  capacity 
and  price-cutting.  E\en  a  compan\  of 
TIs  size  and  market  position  had  to 
I  perform  heroics  to  stay  on  an  even 
keel.  To  raise  dollar  sales  b>  onK  3* 
in  that  two-year  period,  TI  had  to 
jdo'ible  its  semictjnductor  unit  sales. 
By  1962  its  profits  skidded  to  §8.-5 
million,  its  stock  price  to  19%. 

Another  reiison  for  the  profit  drain 
during  that  period  was  the  monev  TI 
was  pouring  into  integratetl  circuits. 
The    compiuiy    had    alread\     built    a 
atory  version  in   19.58,  and  Jack 
,  now  head  of  TIs  customer  en- 
ring   center,    holds    four   of   the 
patents.   In    1961    TI   used   in- 
tegrated circuits  to  build  a  computer 
bout  the  size  of  a  cigarette  package 
nd  delivered  it  to  officials  at  the  Air 
Force's    Electronic    Technologv     Lab- 
oratory in  Davton,  Ohio.  Soon  after- 
ward TI  got  the  first  large  production 
contract — to  suppK  integrated  circuits 
or   the  .\ir   Force's   Minuteman   mis- 
?ilf  program.  The  first   large  produc- 
on  volume  of  integrated  circuits  l)e- 
an  to  roll  off  TIs  Dallas  production 
lit-  late  in  1963. 
The    Minuteman    program    got    TI 
started  in  integrated  circuits,  but  at  a 
:t)st.    While   TIs   experts    were    bus> 
ranking   out    IC's    for   the   Air   Force 
uriiig   196.3-65,  Fairchild  and  Moto- 
ola    swooped    down    on    the    indus- 
rial    market,    especialN    the    compil- 
er   manufacturers    who    were    then 
mxciling  their  IC-oriented  third-gen- 
ration     machines.     Both     put     their 
noney   on    the    DTL    (diode    transis- 
or  logic)    type  of  integrated  circuits 
md    enjoyed    a    considerable    market 
uccess.    Though    exact    figures    are 
lard  to  come  b>,  Fairchild  took  the 
ead  in  integrated  circuits,  and  Moto- 
ola  was  not  far  behind. 

Missing   the  Turn 

Late  ill  1966,  however,  Fairchild 
>egan  to  enc-ounter  serious  production 
)roblems.  More  important,  TI  was 
inalK  able  to  turn  its  attention  from 
he  Minuteman  project  back  to  the 
idustrial  market.  "Instead  of  putting 
>rime  emphasis  on  DTL  circuits,  TI 
umped  ahead  to  the  next  stage,  the 
aster  TTL  (transistor  transistor  logic) 

tegrated  circuits.  Both  Fairchild  and 
-lotorola  completeh  missed  the  tuni 
0  TTL,"  says  Fred  Bucy. 

That  marked  the  turning  point  in  the 
•attle  over  integrated  circuits.  Sales 
f  ICs  had  reached  S148  million  in 
966  and  S228  million  in  1967.  But 
he  growth  was  not  fast  enough  to 
ffset   the    loss    in   sales    of   separate 
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components  they  displaced.  Xor  was 
there  enough  unit  volume  to  offset 
dollars  lost  through  price  cuts  made 
b>'  eager  competitors  as  their  added 
expertise  in  making  ICs  permitted 
them  to  reduce  tlieir  own  production 
costs. 

These  were  the   important   reasons 
win    all  three  of  the  major  semicon- 


segment  of  the  industrial  market. 
"Something  like  805?  of  the  new  dig- 
ital electronics  systems  being  designed 
toda\-  incorporate  TTL  circuits,"  says 
Buc\.  "Fairchild  has  very  little  in 
TTL  and  Motorola  has  less  than  6% 
of  the  market. " 

Fairchild's  sales  fell  again  in  1968 
to    around    S200    million.    Its    profits, 


Limit.  "People— hiring  fhem,  fraining  them,  managing  fhem—is  the  real 
limitation  on  our  growth,"  says  Texas  Instrument's  Pat  Haggerty.  "We  have 
the  capital  and  technology  to  grow  by  30%  or  more  a  year,  but  at  that 
rate  we  have  found  we   begin  to  run  out  of  steam  on  the  people  side." 


ductor  producers  had  sales  declines  and 
sharp  profit  setbacks  in  1967;  Fair- 
child  actually  slipped  into  the  red. 
But  in  1968,  when  the  TTL  circuits 
began  to  emerge  as  the  fastest-grow- 
ing segment  of  the  market,  Texas  In- 
struments was  sitting  pretty.  Earlier 
its.  competitors  had  gotten  a  jump  in 
the  industrial  market.  But  now  the 
TTL  circuits  are  proving  to  be  the 
most  popular  of  all  with  the  compu- 
ter makers,  who  comprise  the  largest 


after  rallying  in  the  first  half,  dipped 
back  into  the  red  in  the  second.  Des- 
perate for  help,  Founder-Chainnan 
Sherman  Fairchild  approached  TI  ex- 
ecutives as  well  as  Motorola's  Hogan. 
"The  phones  were  ringing  here,"  says 
Bucy.  "We  knew  what  was  up."  But 
TI's  semiconductor  men  felt  they  were 
already  with  a  winner. 

Motorola  was  much  better  off, 
thanks  to  a  bulge  in  color-television 
set  sales  in  1968;  its  over-all  corporate 
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Comer.  "/  thought  they  were  crazy,"  recalls  Vice  Presi- 
dent Fred  Bucy,  Tl's  semiconductor  boss,  about  Tl's  big 
talk  in  1953  over  making  silicon  transistors.  Bucy  had 
just    gotten    his    M.S.    (Physics)    from    the    University    of 


Texas  and  was  job  hunting.  Tl  succeeded  and  so  has 
Bucy,  who  has  risen  quickly  through  all  parts  of  the 
company.  Now  39,  he  is  odds-on  favorite  for  the  top 
job.  Two  problems:  Haggerty  is  only  54,  Shepherd  46. 


profits  were  up  78%  in  the  first  nine 
months  on  a  27%  increase  in  sales.  But 
now  its  management  ranks  in  semicon- 
ductors have  been  decimated,  a  con- 
dition that  will  merely  make  it  harder 
to  narrow  Texas  Instrument's  big  lead 
in  TTL  integrated  circuits. 

The  Next  Job 

TI,  meanwhile,  is  hedging  its  bets 
judicioush'  in  other  such  promising 
future  areas  as  the  even  faster  ECL 
(emitter  coupled  logic)  circuits  and 
more  densely  miniaturized  MOS 
(metal  oxide  semiconductor)  circuits. 
It  is  paying  the  closest  attention  to 
the  incipient  field  of  large-scale 
integration,  which  involves  a  far 
greater  degree  of  miniaturization  than 
even  today's  integrated  circuits.  Its 
management  is  intact.  Its  sales,  rough- 
ly half  coming  from  semiconductors, 
bounced  back  from  S569  million  in 
1967  to  S671  million  in  1968.  Tl's 
profits,  too,  rebounded  in  1968,  from 
$22.9  million  to  826.3  million,  82.41 
a  share.  "They  could  have  been  much 
higher  than  that,"  asserts  Chairman 
Haggerty,  "if  we  had  been  less  will- 
ing to  spend  heavily  on  the  future." 

Now  Tl's  job  is  to  hold  onto  its 
hard-won  lead.  Motorola  has  a  repu- 
tation for  management  depth  and 
should  recover  promptly  from  its 
executive  loss.  Fairchild  could  come 
back  strongly  under  Hogan.  "I  know 
Les  very  well,"  says  Mark  Shepherd. 
"We'll  be  hearing  from  him  soon."  TI 
men  are  betting  that  Hogan  will  not  try 
to  challenge  Tl's  lead  in  the  TTL 
field  at  this  late  stage,  but  rather  will 
attempt  to  leapfrog  into  another  de- 
veloping area. 

In  warding  ofiE  such  assaults,  the 
balance  Pat  Haggerty  has  built  into 
TI  will  stand  it  in  good  stead.  Hag- 
gerty is  a  small,  thoughtful  man  of  54 
viath  wispy  gray  hair  and  a  way  of 


accenting  his  speech  by  raising  his 
e\ebrows.  He  was  born  in  North 
Dakota  (on  St.  Patrick's  Day,  1914), 
and  graduated  at  the  top  of  his  class 
in  electrical  engineering  at  Marquette 
University  in  1936.  He  was  working 
for  the  Navy's  Bureau  of  Aeronautics 
in  Washington  when  J.  Erik  Jonsson, 
one  of  Tl's  founders  (in  1930)  and 
now  mayor  of  Dallas,  hired  him  in 
194.5.  Haggerty  has  been  in  charge 
during  the  entire  period  when  TI  was 
converted  from  a  small  geophysical 
exploration  outfit  into  one  of  the  out- 
standing powerhouses  of  the  elec- 
tronics industry. 

But  as  Tl's  competitors  attempt  to 
jump  ahead  of  it  in  the  market,  one 
Haggerty-inspired  strength  is  going 
to  play  a  particularh-  ci-ucial  role — the 
fruitful  integration  of  Tl's  various 
businesses.  The  company  still  is  in 
seismic  exploration,  and  its  sales  of 
clad  metals  for  the  Government's  coin- 
age program  are  only  distantly  re- 
lated to  its  electronics  business.  But 
most  of  Tl's  larger  segments  have 
been  set  up  in  order  to  aid  and  abet 
one  another. 

Thus,  Tl's  equipment  group  pro- 
vides about  one-fourth  of  total  sales, 
mostly  to  the  military,  and  it  is  self- 
supporting  in  profits.  But  frequently 
its  hardware  is  used  as  a  vehicle  for 
developing  Tl's  semiconductor  tech- 
nology. The  special  needs  of  its  new 
MERA  solid-state  radar  system,  for 
example,  led  to  the  development  of 
microwave  integrated  circuits.  B\  a 
happy  coincidence,  the  MERA  system 
also  boosts  the  semiconductor  content 
of  radars  to  50%  of  the  total  cost  vs. 
4%  in  present  radars. 

The  cross-fertilization  works  both 
ways.  The  equipment  group  has  re- 
cently obtained  a  Defense  Depart- 
ment contract  for  an  infrared  camera 
that  enables  planes  and  ground  forces 


to  see  television-type  continuous  pic- 
tures through  darkness  and  foul 
weather.  One  step  in  designing  it  in- 
volved developing  integrated  circuit 
techniques  by  which  500,000  diodes 
could  be  built  into  a  half-inch  square 
of  silicon.  "I  couldn't  go  outside  and 
get  that  done,"  says  Equipment  Group 
\'ice  President  A.  Ray  McCord.  "But 
Buc\'  did  it  for  me,  and  it  helped  us 
both." 

The  third  major  segment,  materials 
and  services,  has  also  been  built  with 
close  ties  to  semiconductor  operations. 
It  produces  almost  all  of  the  silicon 
used  by  TI  and  much  of  that  used 
by  the  other  semiconductor  producers. 
That  gives  TI  a  firm  control  over  the 
quahty  and  availability  of  its  sihcon. 
The  M&S  group  recently  has  begun 
using  its  electronics  materials  ex- 
pertise to  build  multilayer  circuit 
boards.  "This  gets  our-  group  into  a 
market  that  totaled  about  860  million 
in  1968  and  should  double  in  1969," 
says  M&S  Group  \'ice  President  Ed- 
ward \'etter,  "and  it's  going  to  help  the 
semiconductor  group  sell  more  com- 
ponents." "One  of  Tl's  real  leverage 
factors, "  sums  up  semiconductor  boss 
Bucy,  "is  that  we  can  interface  with 
our  other  divisions  on  the  systems 
level." 

Management    Needed 

Haggerty  is  also  responsible  for 
having  assembled  Tl's  top  manage- 
ment team,  including  Mark  Shepherd, 
son  of  a  Dallas  police  officer.  A 
hulking,  beetle-browed  man  with  a 
ready  sense  of  humor.  Shepherd  has 
handled  day-to-day  management  since 
1961.  He  became  president  in  1967 
when  Haggerty  moved  up  to  the 
chaimianship.  Though  he  was  trained 
as  an  electrical  engineer  at  Dallas' 
Southern  Methodist  University,  Shep- 
herd's forte  is  management.  "In  this 
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with  a 
CalComp  Plotter 


With  a  CalComp  Plotter  and  CalComp  Software, 
your  computer  can  draw. 
Anything. 

Accurately,  efficiently,  economicaily.'automatically. 
CalComp  offers  13  digital  plotters.  Drum,  Flatbed 


and  Microfilm.  Plus  a  complete  range  of  on-line/off- 
line plotter  controllers.  Also  the  functional  and  appli- 
cation software  required. 
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call  or  write  Dept.  S3.       leader  in  computer  graphics 
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We  believe  America's  No.  1  people 
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business,"  he  says,  "all  the  Ph.Ds  in 
the  world  can't  save  >ou  if  \ou  don't 
have  a  hard  core  of  experienced, 
hard-nosed  managers." 

The  point  is  well  taken.  Tech- 
nolog\"  is  crucial  in  a  business  like 
;  semiconductors;  yet  Fairchild  had 
I  plenty  of  technology- — according  to 
some,  the  best  in  the  business.  What 
it  lacked  was  management,  and  for 
it  Sherman  Fairchild  was  willing  to 
dangle  a  multi-million-dollar  salary 
and  stock-option  package  under  the 
noses  of  Hogan  and  his  Motorola 
managers  to  get  it. 

Pressure  Job 

What  makes  management  at  least 
as  important  as  technology  are  the 
forbidding  economics  the  technology 
engenders.  Continued  rapid  miniatur- 
ization and  obsolescence  of  products 
is  a  way  of  Ufe.  If  a  company  doesn't 
make  it  smaller  and  better,  its  com- 
petitor will.  The  same  holds  true  for 
prices.  They  never  go  up  in  semicon- 
ductors— only  down,  and  rapidly  too. 

This  puts  a  premium  on  manage- 
ment and  control.  TI  executives  con- 
stantly look  for  ways  to  cut  costs 
and  squeeze  out  more  volume,  just 
like  other  businessmen,  only  they 
are  required  to  do  it  two  or  three 
times  as  fast. 

A  spread  of  other  problems  keeps 
Tl's  semiconductor  managers  on  their 
toes  too.  In  order  to  establish  a  large 
and  growing  market  for  the  ver>'  com- 
plex integrated  circuits,  TI  has  found 
it  necessary  to  custom-design  ICs  to 
suit  customers'  needs  rather  than 
merely  sell  them  off  the  shelf.  To 
oflFset  at  least  some  of  the  added  cost, 
TI  is  attempting  to  use  computers  to 
do  some  of  the  more  repetitive,  me- 
chanical design  tasks. 

In  addition,  TI  has  not  yet  found  it 
possible  to  introduce  any  massive 
automation  into  the  making  of  semi- 
conductors. It  still  takes  a  surprising 
number  of  people  to  man  its  produc- 
tion lines.  These  people  demand 
higher  wages,  they  make  mistakes, 
th^y  have  personahty  problems 
(understandable  after  sitting  for  eight 
hours  hunched  over  a  microscope), 
they  must  constantly  be  trained  and 
retrained  as  technology  changes  the 
company's  products.  To  help  solve 
some  of  these  problems,  TI  has  re- 
cently opened  a  large  new  semicon- 
ductor plant  on  the  island  of  Curasao, 
some  50  miles  off  Venezuela,  where 
the  work  force  is  relatively  stable  and 
the  wage  rates  are  one-tenth  the  U.S. 
level. 

Besides  these  shorter-range  con- 
cerns, TI  has  several  longer  range 
ones.  The  main  one,  of  course,  is 
keeping  up  with  the  fast-paced  tech- 


On  Its  Own.  To  open  a  market  for  its  silicon  transistors  in  the  1950s,  TI 
first  had  to  develop  the  pocket  radio.  Even  more  today,  it  must  invent  new 
equipment  to  keep  itself  abreast  of  swift  technology  changes.  An  example 
is  this  revolutionary  miniradar  that  eliminates  the  vacuum  tubes  and 
mechanical  scanning  antennae  used  in  present  day  radars. 


nology  changes  in  semiconductors. 
Another  is  the  fact  that  integrated 
circuits  have  not  yet  found  a  truly 
large  consumer  electronics  market 
(most  television  sets,  for  example, 
still  use  vacuum  tubes).  Still  another 
is  the  very  real  possibility  that  the 
miniaturization  on  which  so  much 
stress  (and  money)  has  been  placed 
may  someday  reach  a  point  of  dimin- 
ishing returns  where  customers  no 
longer  want  such  a  large  volume  of 
.smaller  and  smaller  semiconductors. 

So  it  is  that  Tl's  managers  leave 
little  to  chance.  Formal,  systematized 
management  is  almost  a  fetish  with 
them.  Their  conversation  is  filled  with 
an  alphabet  soup  of  management  jar- 
gon, things  like  TAPS  (tactical  action 
plans)  and  their  OST  (objectives- 
strategy-tactics)  planning  system.  A 
large  staff  of  men  is  retained  just  to 
see  that  the  management  systems 
themselves  work  smoothly.  Line  man- 
agers spend  dozens  of  hours  a  month 
reviewing  and  revising  mountains  of 
management  and  planning  paperwork. 
"The  only  way  to  control  an  outfit  this 
big  that  is  moving  so  fast  is  to  put  it 
down  in  writing  and  keep  checking  it 
over  and  over  again,"  says  Mark 
Shepherd. 

Others  might  find  this  fussy  pre- 
occupation with  formal  management 
procedures  frustrating  and  downright 
inhibiting.  It  smacks  of  the  "trap- 
pings of  bigness"  that  other  small- 
companies-recently-grown-large  strive 
so  hard  to  avoid.  But  TI  believes  in 
them,  brags  about  them,  glories  in 
them.  And  its  operating  record  makes 


them  very  hard  to  gainsay. 

Texas  Instruments,  then,  is  strong 
in  technology.  It  has  achieved  a  pro- 
ductive cross-fertilization  among  its 
divisions.  It  has  developed  managers 
and  management  systems  that  so  far 
have  enabled  it  to  cope  successfully 
with  the  tough  demands  of  .semicon- 
ductor economics  and  the  increasing 
size  of  the  company  itself.  And  its 
recent  success  in  integrated  circuits 
has  also  given  it  perhaps  the  most 
precious  of  all  corporate  qualities — 
momentum. 

Other  companies  in  a  similar  posi- 
tion these  days  often  get  acquisitive, 
especially  when  their  stock  sells  for 
42  times  earnings,  their  debt-to-equity 
ratio  is  only  1  to  4  and  they  are 
earning  a  below  average  10%  on 
equity.  But  Pat  Haggerty  isn't  inter- 
ested in  acquiring  more  profitable 
companies  in  other  fields  or  in  build- 
ing more  debt  leverage  into  his  own 
company. 

"Why  should  we  do  that?"  he  asks. 
"To  make  more  money  for  our  stock- 
holders? Well,  we're  doing  that  right 
riow  by  growing  at  about  20%  a 
year." 

He  is  right,  of  course.  He  makes 
more  money  for  his  stockholders  by 
above-average  earnings  growth  than 
by  fat  profit  margins.  For  growth,  not 
profitability,  is  the  greatest  deter- 
minant of  stock-market  success.  And 
as  long  as  his  company  continues  to 
come  ihrtugh  as  it  has  in  the  recont 
struggle  for  supremacy  in  integrated 
circuits,  its  sLockholders  should  have 
few  complaints.  ■ 
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The  Backslider 

For  all  its  trying,  Beneficial  Finance  keeps  falling   farther  behind  old  rival  Household  Finance. 


Beneficial  Financ;e  Co.  has  never 
kidded  itself  about  wlio  was  No.  One 
in  the  .small-loan  business,  because 
for  years  archrival  Household  Finance 
led  it  in  volume  by  a  sizable  margin. 

But  Beneficial  could  always  boast 
that  it  was  the  better  company.  It 
earned  as  much  as  HFC  and  con- 
sistently did  better  by  its  stockhold- 
ers. Over  the  last  five  years,  for 
example.  Beneficial  earned  an  average 
of  19?  on  shareholders'  equity  vs. 
Household's   15.8%. 

There  were  two  significant  factors 
in  Beneficial's  small-loan  earnings  per- 
foiTnance:  It  had  less  business  in  Can- 
ada, where  lending  rates  were  lower, 
and  it  got  a  lower  income-tax  rate  by 
having  its  over  1,000  subsidiaries  file 
separate  tax  returns. 

Today,  however,  Beneficial  can 
boast  no  more — it's  No.  Two  in  every 
way.  Household  now  not  only  earns 
more  from  lending  but  it  has  diversi- 
fied much  more  effectively  and  has 
taken  a  commanding  lead  in  total 
profits  (see  chart).  To  make  things 
worse,  Beneficial's  return  on  equity 
in  the  latest  12  months  dropped 
sharply  to  12.7%,  while  HFC's  was 
going  up  to  16.7%. 

Two  Steps  Back 

To  an  extent.  Beneficial  had  only 
itself  to  blame.  Unlike  HFC,  Bene- 
ficial stubbornly  resisted  the  trend 
to  larger  loans,  which  have  lower 
margins  but  bring  in  higher  profits 
because  of  lower  overhead.  As  a  re- 
sult, Beneficial's  net  receivables  of 
$1.14  billion — the  money  its  cus- 
tomers owe  it — are  currently  28% 
lower  than  HFC's  vs.  21%  in  1963. 

In  diversifying  beyond  the  small- 
loan  business,  Beneficial  admittedly 
got  the  jump  on  HFC  with  the  ac- 
quisition of  Western  Auto,  a  chain 
of  4,500  hard-goods  stores,  in  1961, 
and  Spiegel,  the  U.S.'  third-largest 
catalog  company,  in  1965.  HFC  then 
got  on  the  bandwagon  itself  in  a  big 
way  with  City  Products  (Ben  Frank- 
lin variety  stores)  in  1965  and  King- 
Seeley  Thermos  (camping equipment) 
in  1968.  But  where  HFC's  acquisi- 
tions prospered,  Beneficial's  produced 
mostly  trouble. 

Western  Auto's  earnings  rose  33%  in 
the  first  three  years  Beneficial  owned 
it,  then  leveled  off  at  $12  million 
annually.  But  this  was  nothing  com- 
pared with  what  happened  at  Spie- 
gel's. Earnings  fell  from  $9.3  million 
in  1965  to  $6  million  in  1966  and 
$562,000  in  1967.  "Spiegel  got  very 
volume-conscious  in  the  ear))'  Sixties," 
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explains  Beneficial  \'ice  President 
Robert  A.  Tucker,  "and  took  on  a  lot 
of  bum  accounts. "  As  a  result,  Spiegel 
wrote  off  $18  million  to  $19  million 
in  bad  debts  in  1967  and  1968,  and 
will  write  off  as  much  again  in  1969. 
But  with  Beneficial  in  charge,  Spiegel 
tightened  up  its  credit  operation, 
trimming  sales  from  $330  million  to 
$.310  million  in  the  process. 

That  was  only  the  half  of  it.  Spiegel 
believed  that  its  catalog  should  match 
that  of  Sears,  which  has  five  times  the 
volume.    "Some   of   those    items    had 
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No  Deal.  Beneficial  Finance 
made  an  atfempt  to  sell 
Spiegel  soft  goods  through 
catalog  desks  in  its  Western 
Auto  hard-goods  stores  (be- 
low). But  it  didn't  work.  Most 
Western  Auto  stores  were  just 
too  small  to  provide  the 
necessary    warehouse    space. 


22%  or  23%  markups,  so  they  were 
losing  money  on  them,"  says  Tucker. 
Those  products  have  now  been  weed- 
ed out,  helping  Spiegel  earn  $3.5 
m^llion  last  year.  Tucker  expects  it's 
only  a  matter  of  time  before  Spiegel 
earns  3%  on  sales — its  profit  margin 
before  Beneficial  took  it  over. 

At  the  same  time.  Western  had 
been  having  similar  problems  with 
credit  accounts  and  low-margin  mer- 
chandise. ^^'ith  these  problems  also 
nearing  solution,  Western's  profits 
rose  7%  last  year  to  $13  million,  its 
best  gain  in  four  \ears. 

One  Step  Forward 

Under  the  pressure  of  these  prob- 
lems Beneficial  finally  abandoned  its 
traditional  suspicion  of  large  loans. 
"We  were  reluctant  to  do  this,"  says 
Beneficial  President  Thomas  A.  Mc- 
Grath,  "but  our  competitors  had  been 
doing  it  for  a  number  of  years.  House- 
hold's average  loan  outstanding,  for 
instance,  has  been  much  greater  than 
ours."  McGrath's  new  policy  brought 
immediate  results:  BF's  average  loan 
last  year  rose  to  $730  from  $650  in 

1967  (HFC's  went  to  $785  from 
S765)  and  total  net  receivables 
climbed  14.9%,  their  biggest  gain  in 
years. 

The  upturn  in  Beneficial's  credit 
and  non  credit  businesses  last  year 
hfted  earnings  to  about  $3.80  a  share, 
up  from  $3.48  in  1967,  and  within 
shooting  distance  of  1966's  record 
S3. 97.  The  improvement,  however, 
was  only  relative.  Between  1966  and 

1968  HFC's  earnings  rose  .something 
like  16%.  Thus  Beneficial  will  have  to 
do  better  than  that  to  catch  up. 
Whether  it  can,  remains  to  be  seen. 

In  the  end,  however,  HFC  may 
not  be  McGrath's  biggest  concern. 
With  its  stock  selling  at  only  12  times 
earnings.  Beneficial  is  a  tempting 
target  for  an\  prowling  conglomerate. 
McGrath  tried  to  reduce  the  tempta- 
tion somewhat  last  \ear  by  buying 
Beneficial  Corp.,  a  holding  company 
that  owned  24%  of  BF's  common 
stock.  "A  raider  could  ha\e  bought 
that  stock  at  a  discount  from  book 
value, "  he  points  out. 

McGrath  could  put  up  a  still  better 
defense,  of  course,  by  doing  more 
acquiring  of  his  own.  "We're  ready 
to  look  at  an\thing,"  he  says,  "but  I 
think  our  price/earnings  multiplier  is 
too  low."  He's  betting  diat  Beneficial 
can  hold  off  any  would-be  acquisitor 
as  presently  constituted.  But,  as  recent 
history  proves,  that  can  be  a  danger- 
ous wav  to  play  the  game.  ■ 
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It's  a  Question  of  Technical  Skill 

So  says  Anchor  Hocking's  President  Cushman  in  explaining 
why  his  company  has  succeeded  where  others  have  failed. 


"Let's  not  talk  about  glass,"  says 
Chairman  Ellison  L.  Hazard  of  Con- 
tinental Can  Co.  Glass  is  a  sore  point 
with  him,  and  understandably  so.  In 
1956  Continental  went  into  the 
business  of  manufacturing  glass  con- 
tainers by  acquiring  Hazel-Atlas  Glass 
for  about  S45  million  in  stock.  The 
result  was  nothing  but  trouble.  When 
the  Justice  Department  finaUy  or- 
dered Continental  to  sell  Hazel-Atlas 
in  1964,  it  went  to  Brockway  Glass 
for  the  entire  1  million  shares  of 
Brockway  non-voting  Class  B  com- 
mon. Conco  didn't  receive  a  cent  in 
dividends  until  the  end  of  1968. 

A  Special  Breed 

Class  is  a  sore  point,  also,  with 
President  William  F.  May  of  Ameri- 
can Can  Co.  American  built  a  New 
Jersey  plant  to  manufacture  glass  con- 
tainers in  1965,  and  also  bought  two 
companies  already  in  the  business.  Its 
experience  was  similar  to  that  of 
Conco.  It  finally  got  rid  of  all  three 
plants  in  1968. 

'They  didn't  fail  because  there  was 
no  demand  for  glass,"  says  President 
John  L.  Cushman  of  Anchor  Hocking 
Glass  Corp.  "They  failed  because  they 
couldn't  manufacture  it  properly.  They 
didn't  have  the  technical  skill,  and 
they  couldn't  acquire  it." 

If  Cushman  sounds  cocky,  there  is 
a  reason.  While  companies  like  Con- 
tinental and  American  were  getting 
out  of  the  glass  container  business, 
Anchor  Hocking  last  year  had  sales 
of  $227.6  million,  up '9.2%  from  the 


year  before.  Earnings  were  $15.5  mil- 
lion (or  $4.64  a  share),  an  increase 
of  35.2%. 

Over  half  the  revenues  reportedly 
came  from  glass  containers,  making 
Anchor  Hocking  the  second-  or  third- 
largest  glass  container  maker  in  the 
world.  About  a  third  came  from  glass 
tableware,  of  which  it  is  the  largest 
maker. 

Anchor  Hocking  even  looks  good 
beside  Owens-Illinois,  the  world's  lar- 
gest manufacturer  of  glass  containers. 
Like  Continental  Can  and  American 
Can,  Owens-Illinois  is  a  billion-dollar 
corporation.  It  is  not  entirely  compar- 
able to  Anchor  Hocking  because  it 
makes  almost  every  conceivable  type 
of  container,  including  Lily-Tulip 
cups.  Still,  43%  of  its  revenues  come 
from  glass  containers.  O-I's  1968  sales 
were  up  6.2%,  but  net  income  rose 
only  4.5%. 

A  company  more  nearly  compara- 
ble, perhaps,  to  Anchor  Hocking  is 
Brockway,  the  company  that  bought 
Hazel-Atlas  from  Continental  and,  like 
Anchor  Hocking,  is  either  the  second- 
or  third-largest  maker  of  glass  con- 
tainers. With  sales  last  year  of  $144 
million,  Brockway  netted  $5.7  million 
(after  an  extraordinary  item). 

Cushman  believes  that  Anchor 
Hocking  has  been  successful  because 
of  its  technical  skill.  A  can  maker,  he 
points  out,  doesn't  have  to  make  the 
steel  first.  "Somebody  else  makes  the 
steel  for  them.  Well,  that's  not  how 
you  manufacture  glass  containers.  You 
have  to  start  with  mother  earth  and 


go  all  the  way." 

This,  says  Cushman,  naturally  re- 
quires "skilled  people,  a  lot  of  them," 
who  also  don't  mind  working  nights 
and  weekends,  for  any  kind  of  glass 
manufacturing  is  a  round-the-clock 
operation.  Says  Cushman,  "You  go 
into  a  new  town  and  you  tell  people 
they  have  to  work  from  11  o'clock 
Saturday  night  till  7  o'clock  Sunday 
morning,  and,  if  they  haven't  grown 
up  seeing  their  fathers  and  brothers 
and  uncles  doing  it,  they'll  say,  'The 
hell  with  it.'  With  all  our  experience 
and  technical  skill,  we  have  trouble 
opening  a  plant  in  a  new  town.  Im- 
agine how  much  trouble  another  com- 
pany has." 

Plastic  Insurance 

Cushman  insists  that  glass  contain- 
ers are  a  growth  industry.  Sales  have 
been  increasing,  he  says,  at  the  rate 
of  about  6%  a  year.  He  concedes  that 
plastic  containers  are  replacing  glass 
for  many  products,  but  this  does  not 
disturb  him.  Anchor  Hocking  last  year 
bought  Plastics,  Inc.,  a  m£.ker  of  air- 
line dinnerware,  and  two  Canadian 
producers  of  plastic  caps  and  bottles. 
The  Canadian  companies  are  very 
small,  about  $2  million  each  in  sales, 
but  Cushman  says:  "We  didn't  care 
about  size.  What  we  looked  for  was 
technical  skill.  That's  always  been  the 
secret  in  this  business." 

At  present,  plastics  account  for  less 
than  5%  of  Anchor  Hocking's  revenues. 
Cushman  expects  the  figure  to  grow, 
but,  he  says,  "I  don't  care  whether 
the  proportion  of  glass  to  plastics  is 
50-50  or  80-20.  We  did  a  little  math 
and  we  feel  this  way:  For  every  glass 
bottle  we  lose  to  plastics,  we  are  gain- 
ing 2%  bottles  in  the  convenience  one- 
way package."  ■ 


You  Win,  You  Lose.  Anchor  Hocking's  recent  venture  info  plastics  will  put 
it  in  competition  with  its  own  glass  container  business.  But  it  will  also 
open  up  new  markets  for  AH  tableware  (left)— ///ce  airline  "china"  service. 
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Volume  Is  Crucial. . . 

California  supermarket  chain,  Lucky  Stores,  has  piled 
up  a  dazzling  record  in  the  last  five  years.  Will  it  last? 


Pbjce,  of  coxirsc,  was  the  original  ap- 
peal when  the  supermarkets  got  start- 
ed during  the  1930s  and  1940s.  Chop 
o\  erhead  to  the  bone,  slash  prices  and 
make  up  the  difference  on  volume. 

Most  supermarket  outfits,  however, 
strayed  from  that  concept  over  the 
years.  They  added  things  like  carry- 
out  boys,  trading  stamps,  games,  and 
longer  operating  horns — all  of  which 
raised  costs  and  prices.  Competition 
was  the  apparent  reason:  If  Kioger 
started  issuing  stamps,  A&P  had  to 
lollow  or  risk  losing  business.  Before 
long,  the  price  angle  began  to  seem 
less  crucial. 

Back  in  1962,  however,  San  Lean- 
dro,  Calif.'s  Lucky  Stores  decided  to 
biick  the  trend  and  go  back  to  the 
real,  bare-bones  price-cutting  that 
now   goes   under   the  name   of  food 


discounting.  Its  reasoning  was  pain- 
fully simple.  Lucky's  profits  hadn't 
budged  for  five  years  and,  in  the 
words  of  Chainnan  Gerald  A.  Awes, 
"We  liad  to  do  something  different. " 

Redoubtable  Record 

So  Lucky  began  pruning  costs, 
eventually  by  as  much  as  $175,000 
per  year  per  store  in  Southern  Cali- 
fornia. It  shortened  operating  hours 
by  seven  to  12  hours  a  week.  It  con- 
centrated on  stocking  economy-sized 
containers.  It  reduced  the  number  of 
brands  carried,  eliminated  specials 
and  bading  stamps.  It  closed  down 
smaller  stores  and  opened  larger  ones, 
then  ran  the  new  ones  with  the  same 
nimiber  of  people.  It  used  king-sized 
shopping  carts.  It  cut  prices  across 
the  board — by  5%  to  15% — and  prayed 


housewives  would  respond  in  droves. 
Did  they?  Today,  with  an  average 
return  on  equity  of  29.5%  over  the 
past  five  years.  Lucky  Stores  is  the 
U.S.*  most  profitable  major  super- 
market chain,  and  ranks  15th  in  prof- 
itability among  all  the  companies  in 
rile  Forbes  500  {Jan.  1).  This  is 
well  ahead  of  both  Winn-Dixie  (40th) 
and  Safeway  (150th),  traditionally 
the  profit  leadeis  among  the  super- 
market chains.  Lucky's  sales  have 
zoomed  ahead  from  $232  million 
in  1962  to  $627  milhon  in  1967,  and, 
thanks  largely  to  the  acquisition  of 
Eagle  Supermarkets  last  year,  to 
around  $1  billion  in  1969.  Profits, 
meantime,  have  advanced  at  an  an- 
nual rate  of  27%  over  the  last  five 
years,  which  puts  Lucky  in  3Ist  place 
in  U.S.  industry. 


f\m.  #Q  #4tp      /     Boston-based  Stop  &  Shop  could  show  a  dazzling 
^'    '^  '*»      /     record  only  a  few  years  back.  It  hasn't  lasted. 


"Today  we  operate  138  Stop  &  Shop 
stores  in  seven  eastern  states,  each 
doing  an  average  of  over  $3.4  mil- 
lion in  sales  compared  with  an  in- 
dustry average  of  $1.5  million,"  boasts 
Irving  W.  Rabb,  Stop  &  Shop,  Inc. 
vice  chairman  and  younger  brother 
of  Chairman  Sidney  R.  Rabb. 

It's  a  good  line  to  wake  up  security 
analysts  at  presentations  around  the 
country.  And  it's  even  better  when 
Stop  &  Shop  can  be  compared  with 


its  most  direct  competitor.  First  Na- 
tional Stores.  Both  are  concentrated 
in  southern  New  England,  with  out- 
posts in  the  New  Jersey-New  York 
metropolitan  area.  Their  sales  are  not 
far  apart:  First  National's  were  $640 
million  for  the  fiscal  year  ended  Mar. 
31,  1968  vs.  $566  million  (19%  from 
discount  department  stores)  for  Stop 
&  Shop  in  its  year  ended  some  two 
months  earlier.  But  First  National 
showed   an   earnings   deficit   of   $6.6 


miUion  while  Stop  &  Shop  recorded  a 
profit  of  $6.1  million. 

Stop  &  Shop's  swollen  volume  per 
store  dates  back  to  1936,  the  year  the 
Rabbs  changed  the  name  of  their 
chain  of  425  Economy  Grocery  Stores, 
which  had  average  sales  of  $41,000 
each.  Then  they  started  replacing 
these  smaller  stores  wdth  fewer,  but 
newer  and  larger  units,  easily  accessi- 
ble along  New  England's  sprouting 
highway  system. 
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'There's  just  no  substitute  for  vol- 
ume." says  President  \\'illiam  H.  D>er 
Jr.  "Your  fixed  cost  of  running  a  store 
is  prett\  much  the  same  whether  \our 
volume  is  SI  million  or  83  miUion." 
.\nd  volume  Luck>-  has.  Its  stores  now 
average  around  S3  million  sales  a  year 
C.J.  a  S1.5-million  industr>'  average. 

Lucky's  success,  plus  the  "house- 
wives' revolt"  of  two  \ears  ago, 
prompted  other  food  chains  to  enter 
the  discount  field,  especiaUy  in  Cali- 
fornia. So  far,  though,  the  results  are 
mixed.  Food  Giant,  recently  acquired 
by  Vomado  (Forbes,  Dec.  15,  196S), 
s^\'itched  to  discounting  in  1967  but 
now  has  backed  away.  Alpha  Beta, 
another  California  chain  owned  by 
Acme  Markets,  went  discount  last 
year  amid  a  great  blare  of  publicity, 
but  company  officials  are  tight-lipped 
about  the  results.  The  really  large 
national  chains  have  fought  fire  with 
fire,  but  only  where  Lucky  is  plainly 
stealing  customers.  Other  chains  have 
reacted  by  meeting  discount  prices 
selectively  on  fast-moving  items  like 


coffee,  eggs  and  sugar. 

Does  Luck\  pro\ide  a  model  for  the 
supermarket  industn.  ?  Lucky  made  its 
move  when  it  was  still  a  relativeK' 
small  chain  with  earnings  problems. 
It  had  less  to  lose  in  converting  to 
food  discounting  than,  say,  would  a 
Safeway  or  an  A&P,  both  of  whom 
believe  that  supermarket  customers 
will  in  the  long  nm  demand  a  higher 
level  of  service  just  as  they  have  else- 
where in  retailing.  Moreover,  new- 
comers to  food  discounting  ma\'  get 
no  such  improvement  in  volume  as 
Lucky  did.  ,\nd  volume  itself  is  not 
the  object  of  the  game,  as  the  stor\ 
of  Stop  &  Shop  (below)  clearK 
shows. 

Also,  there  is  a  curious  pattern  in 
the  histon,  of  food  retailing.  One  hot- 
shot company  after  another  hot-shot 
compan\  has  emerged  from  nowhere 
to  set  spectacular  records,  only  to  lose 
its  luster  after  it  reached  a  certain 
size  and  maturit>'.  Whether  Luck> 
Stores  can  avoid  that  pattern  is  yet 
to  be  pro\  ed.  ■ 


"\\'e  started  research,"  Chairman 
Rabb  told  Forbes,  "about  1938,  using 
highway  routes  in  determining  store 
location.  After  the  war,  we  started 
consumer  research.  One  thing  con- 
sumers wanted  was  less-crowded 
stores,  so  in  1952  we  started  build- 
ing them  at  9,000  to  12,000  square 
feet.  By  the  mid-Sixties,  consumers 
obviously  wanted  more  products  and 
service  and  convenience — but  they 
still  didn't  want  to  be  bumped  from 
behind.  So  we  built  still  larger  stores." 

The  Rabbs  and  President  Donald 
A.  Cannon  also  credit  other  innova- 
tions with  helping  to  ring  up  more 
sales  per  store:  Stop  &  Shop  was  the 
first  New  England  supermarket  chain, 
in  19.5.5,  to  give  trading  stamps,  and 
in  1965  was  the  first  to  drop  them. 
It  began  to  promote  discount  prices 
'in  all  Stop  &  Shop  supermarkets  in 
1965-66,  and  it  learned  to  alter  the 
product  mix  in  its  stores  according 
to  the  economic  and  social  levels  of 
their  trading  areas.  "What  we've 
done,"  says  Chairman  Rabb,  "has 
worked  for  us,  but  I  don't  want  you 
to  say  that  this  is  vvhat  the  others 
should  have  done.  That's  like  com- 
paring apples  and  oranges.  No  two 
companies  are  alike." 

The  Seamy  Side 

What  this  happ\-  picture  omits  is 
profits,  which  have  been  trending 
downward  throughout  the  Sixties.  In 
fiscal  1960,  for  example.  Stop  &  Shop 


had  replaced  its  old,  small  stores 
with  117  new  ones  averaging  S2.1  mil- 
lion sales  each.  With  its  sales  up  23'i 
to  S239  million  from  fiscal  1959's  SI 94 
million,  earnings  rose  27?  to  S4.1 
million,  representing  a  return  of  1.7/t 
on  sales  and  222  on  equity.  By 
contrast,  in  its  most  recently  re- 
ported 12-month  period  the  compan\ 
had  sales  of  some  S622  million — but 
margins  of  1%  on  sales  and  1.35d  on 
equity.  Where  Stop  &  Shop  was  once 
well  up  among  the  supermarket  lead- 
ers in  profitability,  it  is  now  well  back 
in  the"  ruck. 

^^'hich  explains  why  Stop  &  Shop 
has  been  tr>  ing  to  bec-ome  much  more 
than  a  supermarket  operation.  In  1961 
it  went  into  discounting  with  the  ac- 
quisition of  six  Bradlees  stores,  and 
since  then  has  increased  them  to  52, 
accounting  for  some  S140  million  of 
the  company's  sales  in  fiscal  1968. 
Now  it  is  headed  into  drug  retailing, 
with  three  Medi-Mart  superdrug- 
stores  already  opened  and  more 
planned.  But  unfortunately,  the  rela- 
tive slide  in  profitability  has  occurred 
despite  these  moves. 

What,  then,  is  the  virtue  of  having 
over  S3  million  sales  per  supermarket? 
It  is  worth  something  only  if  it  re- 
sults in  superior  profit  performance 
— as  it  has,  at  least  so  far,  for  Cali- 
fornia's Lucky  Stores  (above).  If  it 
leads  only  to  a  period  of  profit  de- 
cline, as  with  Stop  &  Shop,  it  is  worth 
verv  little  indeed,  h 


LUCKY  STORES,  INC. 
STOP  &  SHOP,  INC. 
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The  Price  Of  Maturity?  As 

Stop  &  Shop's  supermarket 
operation  grew,  its  return  on 
equity  dwindled  and  its  profit 
margins  narrowed.  Will  Lucky 
Stores  follow  the  same  pat- 
tern? Last  year,  both  its 
margin   and  return   declined. 
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From  the  world's  largest  private  mint . . . 

a  new  opportunity  to  build  your  own  "private  treasury' 

of  First  Edition  commemorative  medals 

at  the  original  issue  price 

on  a  convenient  and  systematic  monthly  plan. 


-AiL 


Announcing  ^  Hallmarked  First  Edition  Proof  Sets  of 

THE  FRANKLIN  MIft 

in  Solid  Bronze,  Sterling  Silver  and  Solid  Pla 


An  extraordinary  series  of  50  commem- 
orative medals  honoring  our  national 
heritage  by  paying  tribute  to  each  of  the 
50  States  of  the  Union;  an  educational, 
historically  significant  series  that  is 
destined  to  become  a  treasured  heirloom 
collection  in  future  years. 

***•••••••••• 

HALLMARKED  FIRST  EDITION  PROOF  SETS 
AVAILABLE  BY  ADVANCE  SUBSCRIPTION  ONLY. 

Limit:  One  Proof  Set  Per  Subscriber. 
SUBSCRIPTION  ROLLS  CLOSE  MARCH  10, 1969. 

••••*•••••••• 


For  nearly  two  centuries,  the  strength,  unity 
and  spirit  of  this  great  nation  have  been 
challenged  again  and  again. 

Unsuccessfully  ! 

Now,  almost  daily,  new  pressures — ex- 
erted from  many  sides — attempt  to  weaken, 
divide  and  demoralize  our  nation.  These 
efforts,  too,  will  fail.  They  will  fail  because 
the  name  "United  States"  means  exactly 
that:  50  United  States.  Each  State  has  con- 
tributed its  own  heritage,  its  resources  and 
its  own  brand  of  vitality  to  the  Union, 
creating  a  whole  that  is  greater  than  the 
sum  of  its  parts. 

With  this  important  new  series  of  com- 
memorative medals.  The  Franklin  Mint  has 
resolved  to  honor  our  great  nation  by  pay- 
ing  tribute  to  the  whole  country — to  the 
50  States  that  together  have  formed  so 
perfect  a  Union. 

From  the  first  State  (Delaware)  to  the 
newest  State  (Hawaii)  .  .  .  from  the  small- 
est State  (Rhode  Island)  to  the  largest  State 
(Alaska)  .  .  .  there  is  so  much  to  capture 
the  imagination  that  the  design  of  these 
medals  represented  an  imposing  challenge. 
This  challenge  has  been  met  with  great 
dedication  by  the  sculptors  and  engravers 
of  The  Franklin  Mint.  Each  State  is  de- 
picted in  vivid  detail,  highlighted  by  a 
sculptured  symbolic  representation  of  the 


State,  and  backed  up  by  a  delicat|  n 
ing  of  the  State  flower. 

Were  these  commemorative  r 
be  considered  on  the  basis  of  th« 
and  strength  of  design  alone,  th 
belong  in  the  finest  collections.  B 
the  educational  value  of  this  histc 
it  will  eventually  be  minted  in  se 
ferent  sizes  and  metals  for  wi- 
bution  through  merchandising  ai 
tional  channels.  However,  each  Fii 
Proof  Set,  being  of  the  most  lir 
tion,  possesses  an  important 
quality:  Rarity. 

Only  one  Proof  Set  will  be  S 
each  Advance  Subscriber.  No  qu 
ders  will  be  accepted.  The  numbe 
Sets  to  be  minted  will  therefore  1 
equal  to  the  number  of  Advance 
tions  accepted  (plus  a  limited  n 
Honorary  Subscriptions,  includin 
the  Governor  of  each  State).  Furi 
medal  in  these  Proof  Sets  will  I  a-. 
hallmarked  to  certify  its  original 
tion  Proof  status 

Only  the  First  Edition  Proof  S«  * 
series  will  be  minted  with  a  full 
ish — the  ultimate  finish  that  is  re 
medallic  specimens  of  exception 
tance.  Each  Proof  specimen — a  I   '* 
in  diameter  —  will  be  individuf    ]i 
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rATES  OF  THE  UNION  SERIES 

iouly  Proof  Sets  of  this  magnificent  new  series  that  will  ever  be  minted. 


raved  steel  dies  of  the  highest 
^ith  literally  breathtaking  detail. 

edals  will  be  issued  in  the  se- 
at the  States  entered  the  Union, 
five  medals,  commemorating  the 
States,  will  be  issued  in  Vlarch, 
additional  medals  will  be  issued 
nth  until  the  series  is  completed 
ber,  1969. 

e  Subscribers  are  guarartteed  a 
for  the  entire  series,  regardless 
gh  'metal  prices  clirnb  during  this 
time.  The  cost  to  the  Subscriber 
iolely  upon  which  of  these  three 
»s    he   chooses    for   his    personal 

ironze  —  S  1.50  per  medal 
g  Silver  —  3.75  per  medal 
'latinum  —     400.00  per  medal 

force  this  unusual  price  guaran- 
•ranklin  Mint  will  purchase  and 

for  each  Advance  Subscriber — 
It  amount  of  Bronze,  Silver  or 
to  provide  in  advance  for  his  en- 
F  fifty   medals.   The  Subscriber's 

however,  will  be  programmed 
he  full  10-month  period. 

The  Franklin  Mint  must  make  a 


substantial  investment  in  metal  purchases 
to  protect  each  Subscriber,  the  limit  of  one 
Proof  Set  per  Subscriber  must  be  strictly 
enforced.  And,  because  the  terms  of  this 
offer  are  predicated  on  metal  prices  at  the 
time  this  announcement  is  being  written, 
only  Advance  Subscription  Applications 
postmarked  by  March  10,  1969  will  be 
considered. 

Shortly  after  the  first  shipment  of  five 
medals,   each    Subscriber   will    receive — at 


no  additional  cost — a  deluxe,  customized 
album  designed  to  show  both  sides  of  all 
50  medals,  plus  a  handsome  reference  book 
on  the  States. 

The  thrill  of  building  such  a  magnificent 
collection,  the  satisfaction  of  owning  a 
work  of  significant  hi^orical  and  educa- 
tional value,  and  the  feeling  of  security 
that  comes  from  accumulating  a  "private 
treasury"  at  a  guaranteed  fixed  cost — can 
all  be  yours,  if  you  act  before  March  10. 


Advance  Subscription  Application 


The  Franklin  Mint,  Yeadon.  Pennsylvania  19050 

Please  enter  my  subscription  for  one  complete  Hall- 
marked First  Edition  Proof  Set  of  The  Franklin  Mint 
States  of  the  Union  Series,  consisting  of  fifty  com- 
memorative medals — 32mm  in  diameter — to  be  issued 
by  The  Franklin  Mint  at  the  rate  of  five  per  month, 
beginning  in  March,  1969. 

I  viould  like  my  Proof  Set  to  be  struck  in:  (CHECK 
ONLY  ONE) 

II  Solid  Bronze,  at  $1  50°  per  medal 

lI  Solid  Sterling  Silver,  at  $3  75'  per  medal 
D  Solid  Platinum,  at  $400  00  per  medal 
If  my  subscription  is  accepted,  I  understand  that 
these  medals  v»ill  be  struck  expressly  for  my  account 
and  I  agree  to  pay  for  each  five  medals  promptly 
upon  being  invoiced  on  a  monthly  prepayment  basis. 
I  also  will  receive,  at  no  additional  cost,  a  deluxe 
album  and  a  reference  book  on  the  States 


Must  be  postmarked  hy  March  70,  IQt^o 

LIMIT     ONE    PROOF   SET    PER    SUBSCRIBER 

L'-BF 

Enclosed  is  my  remittance  to  cover  the  first  month's 
group  of  five  medals  (J7  50'  for  Bronze,  118.75  for 
Silver,  or  J2,000  00  for  Platinum)  This  remittance 
is  to  be  returned  to  me  by  March  30,  1969  if  my 
subscription  Is  not  accepted. 

'Plus  6%  5*les  tax.  il  jou  are  •  resiUent  of  Pennsrl«nit, 


Name_ 


OccupatiofL. 
Address 


-Age. 


City,  State,  Zip_ 
Signature 


Can  Fifty  Money  Managers  All  Be  Wrong? 

Some  conglomerates  buying  insurance  companies  these  days  may  not  be  out  to  liquidate  them,  or  to 
use  unrealized  capital  gains  to  'manage'  earnings.  They  just  feel  they  can  run  the  portfolios  better. 


"It's  nothing  more  than  rape!" 
growled  one  insurance  man.  "I  was 
flabbergasted!"  said  a  company  presi- 
dent familiar  with  the  field.  They 
were  talking  about  the  spectacular 
$171-minion  dividend  that  Eugene 
Klein's  National  General  is  paying 
itself  and  the  few  remaining  stock- 
holders of  newly  acquired  Great 
American  Insurance.  The  funds  came 
from  the  partial  liquidation  of  Great 
American's  sizable  ($310  milUon)  in- 
vestment portfolio. 

National  General's  surprise  move 
reinforced  widespread  doubts  about 
the  motives  of  the  conglomerates  that 
are  buying  insurance  companies  these 
days.  Did  they  commonly  have  liqui- 
dation in  mind?  Forbes  put  the  ques- 
tion bluntly  to  President  George  T. 
Scharffenberger  (49)  of  City  Invest- 
ing Co.,  which  several  months  ago  ac- 
quired Home  Insurance,  ninth-largest 
U.S.  stock  fire  and  casualty  outfit, 
with  over  $1  billion  assets. 

Dual  Promise 

"No,  I  made  this  quite  clear  in  my 
presentation  to  Home  management," 
says  Scharffenberger.  "Ken  Black 
[Home  chairman]  asked:  'What  are 
your  intentions?'  I  said  we  feel  that 
the  casualty  end  of  the  insurance  field 
has  two  attractions.  One,  we  feel  that 
the  industry,  from  an  underwriting 
viewpoint,  is  imdergoing  a  great 
change  for  the  better  after  a  long 
period  of  unsatisfactory  performance. 
In  fact,  I  think  the  insurance  business 
is  going  to  become  attractive  in  time. 

"The  second  aspect,  I  said,  is  of 
course  the  enormous  potential  that 
exists  in  your  portfolio.  Now  we  don't 
intend  to  transfer  that  portfolio  to 
any  other  part  of  City.  We  think  the 
great  benefit  to  City  would  be  to  have 
it  work  where  it  is.  And  we  think  the 
portfolio  itself  can  be  profitable  in  a 
greater  degree  than  it  has  been." 

But  is  this  the  whole  story?  Cer- 
tainly Home's  assets  enhance  City's 
borrowing  power — though  Scharffen- 
berger insists  this  was  a  secondary  ob- 
jective. But  what  about  Home's  $224 
million  in  unrealized  capital  gains? 
Won't  City  translate  them  into  earn- 
ings growth — a  conglomerate's  reason 
for  being?  "We  made  that  impossible 
by  treating  the  merger  as  a  purchase 
transaction,"  says  Scharffenberger. 
"We  said  to  ourselves:  'Why  delude 
ourselves  and  the  public  by  channel- 
ing into  earnings  something  that  was 
earned  20  to  30  years  ago?'  " 

In  sum,  Scharffenberger  claims  City 


is  in  casualty  insurance  for  the  long 
haul.  But  just  how  does  he  hope  to 
improve  Home's  operation  enough  to 
warrant  his  $485-million  investment? 
He  claims  that  the  big  potential  lies 
in  getting  a  much  higher  return  on 
Home's  investment  portfolio  than  its 
average  4%  of  recent  years  (4.5% 
including  realized  capital  gains). 
Scharffenberger  believes  a  conserva- 
tive goal  would  be  over  10%. 

"We   have   interviewed   50   money 
managers  by  actual  count;  yesterday 


Motto.  "Neither  a  scrooge 
nor  a  pufsy  be!"  say  ads  for 
Victor  Herd's  (left)  Continen- 
tal Corp.  The  motto  takes  on 
new  meaning  with  rivals 
like  George  Scharffenberger' s 
City    Investing    in    the    race. 


I  conducted  my  fiftieth  interview," 
says  Scharffenberger,  "because  I  told 
Ken  Black,  'I  really  don't  know  what 
one  should  expect  to  earn  on  this 
over  $400  milhon  in  unrestricted 
funds.  I  think  it's  time  we  looked  for 
some  standards.'  And  not  one  of  the 
fifty  people  we  interviewed  felt  we 
should  earn  less  than  10%,  year  in  and 
year  out.  They  ranged  in  age  from  25 
to  75,  from  the  most  conservative 
bank  trust  departments  to  some  of  the 
more  'go-go'  fund  managers." 

Why  do  fire  and  casualty  insurers, 
who  have  been  managing  large 
amounts  of  capital  longer  than  most 
mutual  funds,  typically  earn  much 
less  than  Scharffenberger's  50  money 
managers  think  they  should?  Essen- 
tially, it's  a  difference  in  mental  at- 
titude. What  men  like  George  Scharf- 
fenberger see  as  a  pool  of  assets  that 
should  yield  a  reasonable  return,  the 
insurance  man  sees  as  a  pool  of  liquid- 
ity to  meet  claims  and  as  a  measure 
of  corporate  worth.  That  is  an  impor- 


tant distinction. 

Continental  Corp.  Chairman  J.  Vic- 
tor Herd,  67,  is  a  good  spokesman  for 
the  insurance  man's  approach.  Con- 
tinental, whose  $3.2-binion  assets  are 
three  times  those  of  Home,  has  earned 
slightly  over  3%  on  its  investments  in 
recent  years,  or  shghtly  over  4%  in- 
cluding realized  capital  gains.  This  is 
where  Continental  makes  its  money: 
In  only  three  of  the  past  ten  years 
has  its  insurance  business  made  a 
profit.  Why,  then,  doesn't  Continental 
hire  one  of  Scharffenberger's  50 
money  managers? 

"Our  attitude  towards  this  port- 
folio is  pretty  much  an  insurance 
man's  attitude,"  Herd  explains.  "Our 
No.  One  objective  is  liquidity.  If  a 
catastrophe  should  cause  us  to  want 
to  raise  tens  of  millions  of  dollars  on 
short  notice,  we  have  found  by  ex- 
perience that  a  stock  like  IBM  [Con- 
tinental owns  some  $200  million 
worth]  is  almost  as  good  as  cash.  I 
could  market  50,000  shares  with  just 
one  telephone  call." 

Many  conglomerates  consider  it  un- 
reasonable to  commit  the  entire  un- 
restricted portfolio  (assets  over  and 
above  required  statutory  reserves)  to 
liquidity  needs.  At  Continental,  for 
example,  such  funds  amount  to  over 
$1  biUion.  Is  all  of  that  money  really 
needed  as  protection  against  insurance 
claims? 

"The  real  big  exposure  is  a  hurri- 
cane coming  up  the  Eastern  sea- 
board," says  Herd.  "It's  not  incon- 
ceivable that  a  visitation  like  this 
could  nick  oiu:  company  for  $100 
million.  And  bear  in  mind  these 
things  never  come  singly." 

In  1965  Gulf  Coast  Hurricane  Betsy, 
causing  the  worst  loss  in  the  insurance 
industry's  history,  nicked  Continental 
for  just  $10  million — though  Conti- 
nental was  not  heavily  committed  in 
the  Gulf  area  affected.  But  even  by 
Herd's  standard.  Continental  could 
free  something  hke  $800  million  of 
its  surplus  to  seek  better  return. 

The  Gains  Barrier 

To  do  this,  however.  Continental 
would  have  to  change  its  whole  ap- 
proach to  money  management.  "What 
we  do  is  this,"  Herd  explains.  "Once 
a  year  we  imagine  that  someone  has 
walked  in  and  plunked  down  $2  bil- 
lion plus  in  cash  and  said,  'This  is  to 
be  employed,  free  of  any  consideration 
of  capital  gains  tax.'  We  then  come  up 
with  the  perfect  portfolio  from  the 
standpoint  of  our  needs,  figuring  what 
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our  stake  should  be  in  each  industry. 
Then  we  look  at  that  in  relation  to 
our  exposure  to  capital  gains  and  ad- 
just it  accordingly." 

It  is  in  this  "adjustment"  process 
that  the  critical  difference  lies.  To 
Herd  and  the  average  insurance 
executive,  the  capital  gains  tax  is  a 
tremendous  barrier.  The  Continental 
portfolio  at  the  end  of  1968  had 
$902  million  in  unrealized  capital 
gains.  Says  Herd:  "If  we  have  in 
mind  selling  something  in  which  we 
have  a  prospective  capital  gain  and 
it's  a  holding  in  which  we  have  not 
lost  confidence,  we  automatically 
have  to  consider  our  exposure  to  capi- 
ta! gains  taxes.  The  market  value  ol 
that  share  would  have  to  go  down 
equal  to  our  tax  exposure  before  we 
could  buy  it  back  and  break  even." 

Scharffenberger  terms  this  a  "psy- 
chological barrier."  Says  he,  "Psycho- 
k>pcally  or  perhaps  in  terms  of 
shoeing  the  assets  of  the  company  in 
insurance  company  accounting,  in- 
surance men  tend  to  look  upon  the 
market  value  of  their  securities  as  the 
strength  of  the  company.  Many  of 
these  have  appreciated  greatly  in  value. 
Obviously,  any  of  those  that  were  sold 
would  be  worth  less,  to  the  tune  of 
25%  of  the  appreciation,  and  as  a  con- 
sequence the  company  would  be  worth 
a  lot  less.  There  was  a  psychological 
constraint  in  these  enonnous  gains 
that  had  been  built  up  in  the  portfolios. 

"There's  nothing  wrong  with  that 
philosophy  if  two  other  things  are 
true:  one,  as  long  as  you  don't  need 
the  money;  and  two,  as  long  as  there 
were  no  alternate  investment  oppor- 
tunities where  the  lesser  amount  ol 
money,  after  paying  the  capital  gains 
tax,  would  not  have  achieved  an 
even   greater  sum. 

"My  feeling  has  been  that  the 
latter  is  true.  It  really  would  pay  to 
take  these  capital  gains — even  though 
one  then  had  to  pay  the  ta.\ — and  re- 
invest the  money  in  securities  that 
were  moving  more  rapidly.  If,  for 
example,  one  had  taken  his  funds  out 
of  utilities,  which  were  moving  more 
slowly  in  the  last  year  or  so,  and 
invested  instead  in  homebuilding, 
even  after  paying  a  capital  gains  tax 
you  might  have  twice  as  much  as 
when  you  started." 

At  Home  Insurance  Scharffen- 
berger swept  that  "psychological  bar- 
rier" away  with  one  stroke  of  the 
pen:  This  is  part  of  our  philosophy 
in  treating  the  acquisition  of  Home 
as  a  purchase.  We've  put  that  capital 
gains  behind  us — though  we  haven't 
paid  the  tax  yet,  because  we  haven't 
sold  any  stocks  yet.  But  now  as  it 
shows  up  on  City's  books,  it's  net  of 
the   capital   gains:    We   assume   that 


we've  sold  them,  evtu  though  we 
haven't. 

"I'm  not  sure  that  that  removes  the 
first  barrier — the  "reserve"  aspect. 
But  I  think  more  and  more  insur- 
ance men — this  is  true  of  the  people 
at  Home — now  reaHze  that  they  are 
more  than  adequately  covered. 

"We  say  that  money  is  still  there  at 
Home  if  it's  needed,  but  let's  view 
the  surplus  funds  as  a  capital  pool 
whose  utilization  must  be  maximized 
within  the  constraints  that  this  is  an 
insurance  company.  We'd  certainly  be 
the  last  to  say  there  should  be  a 
speculative  approach  to  these  funds, 
and  that's  why  we  aim  for  a  10% 
return  and  not  25%." 

The  Defense 

Many  insurance  men  find  them- 
selves unable  to  accept  this  approach, 
despite  the  obvious  threat  of  take- 
over. "What's  been  happening  the  past 
several  months  would  indicate  that  a 
serious  attempt  is  going  to  be  made 
to  take  over  the  fire  and  casualty  in- 
surance business,"  Herd  admits.  "But 
I  have  a  feeling  there  will  be  a  sur- 
vival of  companies,  hopefully  such 
as  ours."  To  defend  Continental,  Herd 
switchetl  to  a  holding  company  struc- 
ture and  is  diversifying  into  related 
businesses.  He  has  retired  almost  one 
million  Continental  shares  since  early 
1966.  But  there's  a  deal  of  industry 
speculation  to  the  effect  that  Con- 
tinental will  eventually  merge  with 
Manufacturers  Hanover  bank,  follow- 
ing the  example  of  Chubb,  which 
is  talking  merger  with  First  National 
C;ify  Bank. 

Meanwhile,  the  threatened  dis- 
appearance of  yet  another  industry 
under  the  conglomerate  wing  means 
another  worry  for  the  Securities  & 
Exchange  Commission.  The  fire  and 
casualty  insurance  companies  have 
long  held  huge  blocks  of  com- 
mon stock — and  held  them  through 
thick  and  thin.  In  1962,  Herd  says 
Continental  watched  its  portfolio 
shrink  $262  million  in  market  value 
in  six  weeks  without  selling  a  share. 

Even  taking  George  Scharffenber- 
ger's  assurances  at  face  value,  how 
would  his  and  the  other  conglomer- 
ates behave  with  those  portfolios  in  a 
major  downturn?  And  conversely, 
what  will  happen  to  the  market's 
overall  volatility  as  more  and  more 
in;,urance  portfolios  are  managed 
aggressively?  Conglomerate  manage- 
ments point  out  that  corporate  pen- 
sion funds  are  also  being  managed 
more  aggressively.  To  come  up  with 
an  answer  to  this  unsettling  trend  the 
SEC  may  have  to  consult  many  more 
than  Scharfi^enberger's  50  money- 
managers.  ■ 


30  hours 

I  can  ship 
my  products 

to  every 
major  market 
in  the  West 


Bob  Marshall  is  a  small  manufacturer 
of  electronic  components.  He  recent- 
ly relocated  in  Treasure  Chest  Land 
for  a  lot  of  good  reasons,  but  princi- 
pally because  it  is  the  geographic 
center  of  the  rich,  30-millionstrong, 
western  market.  A  vast  network  of 
truck  and  air  transportation  speeds 
his  products  to  Seattle,  San  Fran- 
cisco, Los  Angeles,  Phoenix  or  Den- 
ver within  30  hours.  By  rail,  even 
Seattle  can  be  reached  within  60 
hours. 

Treasure  Chest  Land  also  has  the 
educated,  intelligent  and  eager  to- 
learn  kind  of  labor  supply  required 
by  a  technical  industry.  Plus  low 
cost  plant  sites  and  plenty  of  room 
to  grow.  Shouldn't  you  take  a  closer 
look?  Write: 


Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Boi  899.  Dept.F2 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 
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Rq3^olds  is 

a  dedicated 

account 

executive 


More  than  800  of  them,  as  a  mat- 
ter of  fact— all  dedicated  to  a  fun- 
damental Reynolds'  behef  in  "sat- 
isfied customers." 

Not  that  we  aren't  interested  in 
new  accounts. 

We  are. 

But  here  at  Reynolds  our  first 
order  of  business  has  always  been 
our  present  customers. 

Good  thing,  too. 

Because  we  can't  possibly  han- 
dle the  business  of  every  investor 
—and,  not  everybody  wants  to  do 
business  with  us,  either. 

Still— a  gratifying  number  of  in- 
vestors who  do  drop  in  to  discuss 
stocks,  bonds,  or  commodities  with 
a  Reynolds'  Account  Executive  seem 
to  hke  what  they  hear- and  do,  in 
fact,  wind  up  as  customers. 

And  remember,  if  you  do  come  in, 
you're  not  obhgated  in  any  way  to 
open  an  account. 

We'll  be  glad  to  give  you  any  help, 
information,  or  guidance  that  we 
possibly  can. 

But,  fair  warning;  don't  be  sur- 
prised if  you  do  hke  what  you  hear, 
.  .  .  decide  to  become  a  Reynolds' 
customer— and  find  out  exactly  what 
we  mean  when  we  say,  "if  it's  good 
for  our  customers,  it's  good  for 
Reynolds." 


Closer  Second 

Standard  Brands  still  hasn't  overtaken  Gen- 
eral Foods,  but  it  gets  closer  every  year. 


Reviiolds  &  Cb. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY.  NEW  YORK,  N.  Y.  10005 

OFFICES  COAST  TO  COAST 


There  was  a  time  when  Standard 
Brands  seemed  destined  to  be  nothing 
more  than  second-best  in  the  branded- 
foods  business.  The  company  was 
fairly  profitable  and  it  was  growing, 
but  Standard's  archcompetitor,  giant 
General  Foods,  was  even  more  profit- 
able and  growing  even  faster.  But 
these  days  there  is  evidence  that 
Standard  is  beginning  to  catch  up. 

In  1968,  for  instance.  Standard 
earned  about  15.6%  on  its  stockhold- 
ers' equity,  somewhat  less  than  .the 
17%  GF  earned  in  the  ktest  12 
months.  But  Standard's  return  was  up 
from  13%  in  1963,  while  GF's  was 
down  from  19%  five  years  before. 
More  important,  in  recent  years 
Standard  has  been  the  winner  hands 
down  in  earnings  growth.  Over  the 
past  five  years,  despite  a  series  of 
strikes  that  held  last  year's  earnings 
gain  to  4%,  Standard's  earnings  have 
grown  an  average  of  10.3%  annually, 
more  than  twice  as  fast  as  those  at 
General  Foods  (4.3%). 

The  intriguing  question  is,  why? 

"Diversification  is  a  major  factor," 
says  Henry  Weigl,  who  has  been 
Standard's  president  for  the  past  five 
years.  Like  GF,  Standard  boasts  a 
flock  of  best-selling  products.  Blue 
Bonnet  margarine,  Fleischmann's  corn- 
oil  margarine  and  Planters  Salted 
Nuts  are  No.  One  in  their  fields  while 
Chase  &  Sanborn  Coffee  is  No.  One 
in  sales  to  institutional  customers.  But 
no  one  of  them  dominates  this  com- 
pany as  coffee  (more  than  35%  of 
sales)  dominates  General  Foods.  "No 
single  product,"  Weigl  says  point- 
edly, "accoimts  for  more  than  15%  of 
our  over-all  sales." 

But  balance  alone  hasn't  done  it. 
Perhaps  because  of  its  size.  Standard 
has  had  somewhat  more  freedom  to 
pick  and  choose  its  markets.  For  ex- 
ample, Weigl  says:  "We're  not  mak- 
ing a  big  push  to  expand  our  U.S.  pet 
food  business.  In  view  of  the  competi- 
tion in  pet  foods,  we  think  we  can 
utilize  our  resources  better  elsewhere. 
We've  stayed  out  of  the  cereal  busi- 
ness for  the  same  reason.  We're  put- 
ting emphasis  on  the  fastest-growing 
parts  of  our  business — nuts,  candy, 
margarine   and   foreign   operations." 

So  far,  at  least.  Standard  has  been 
making  the  right  choices.  Take  the 
way  it  played  the  coffee  market,  for 
instance.  "We  didn't  view  grocery 
coffee  as  a  growth  area,"  says  Weigl. 
So  instead  of  trying  to  break  the 
stranglehold  that  General  Foods'  Max- 
well House,  Sanka  and  Yuban  brands 


have  on  the  chain-store  business. 
Chase  &  Sanborn  pushed  sales  to  hotels, 
restaurants  and  hospitals,  and  wound 
up  not  only  in  first  place  but  in  first 
place,  in  a  growing  market.  Mean- 
while, grocery-store  sales  have  been 
falling  steadily,  and  General  Foods 
has  the  dubious  distinction  of  being 
the  leader  in  a  troubled  market. 

Standard  was  equally  alert  to  the 
possibihties  in  the  growing  snack- 
toods  market.  Both  Planters  (nuts, 
peanut  butter  and  candy),  acquired 
in  1960,  and  Cvutiss  ^Candy  (Baby 
Ruth  and  Butterfinger  bars),  bought 
in  1964,  are  now  showing  earnmgs 
gains  of  about  15%  a  year,  Weigl  says. 
General  Foods,  meantime,  has  noth- 
ing comparable. 

On  the  other  hand,  Weigl  has  been 
confronted  with  a  tricky  market  shift 
in  seeking  to  tap  the  potential  of 
Standard's  Fleischmaim  Distilling  sub- 
sidiary (gin,  vodka,  whisky),  and 
more  particularly  Black  &  White 
scotch,  for  which  Fleischmarm  is  the 
U.S.  distributor.  While  the  whole 
U.S.  scotch  market  has  been  on  the 
upswing,  it  has  been  the  high-priced 
and  the  low-priced  brands  that  have 
been  popular,  not  medium-priced 
brands  like  Black  &  White. 

Beyond  the  Standard  Brands? 

Meanwhile,  Weigl  is  concentrating 
on  expanding  his  position  in  growth 
areas.  Last  year  he  bought  Canada's 
Walter  M.  Lowney  Co.,  a  candy, 
marshmallow  and  ice  cream  firm;  Pet 
Inc.'s  Canadian  candy  and  food  oper- 
ations; T-K  Foods,  a  U.S.  potato  chip 
and  cheese  snack  outfit,  and  Interna- 
tional Latex  &  Chemical  Corp.,  a 
$40-milhon  (sales)  maker  of  specialty 
chemicals. 

Chemicals  may  seem  slightly  afield 
for  Standard,  but,  says  Weigl,  "Oui- 
corn-processing  business  is  essentially 
a  chemical  operation.  We  should  have 
done  this  long  ago."  There's  a  better 
reason.  Standard's  so-called  industrial 
business — corn  processing  and  vinegar 
sales — isn't  as  profitable  as  its  other 
divisions,  and  Weigl  is  trying  to  shore 
it  up.  He  has  also  estabhshed  the 
precedent  for  more  acquisitions  in 
nonfood  areas.  "We  might  do  that," 
he  concedes,  "if  it  makes  sense." 

The  one  clear  advantage  that  Stan- 
dard has  had  is  the  flexibility  that 
comes  from  its  relatively  moderate 
size.  It  serves  as  one  more  proof  that, 
at  least  in  the  branded-goods  game, 
victory  does  not  always  go  with  the 
big  battaUons.  ■ 


48 


FORBES,  MARCH  1,  1969 


What  Price  Hess? 


Whether  Amerada  or  Hess  Oil  is  getting  the  better  deal  in  the  proposed  Hess-Amerada 
merger  depends  on  which  you  value  more— assets,  or  what  Leon  Hess  can  do  with  them. 


Few  mergers  have  made  more  sense 
in  recent  years  than  the  proposed 
merger  of  Amerada  Petroleum,  the 
U.S.'  largest  independent  crude  pro- 
ducer, and  Hess  Oil  &  Chemical,  one 
of  the  largest  unintegrated  refiners 
and  marketers  of  oil.  At  the  same 
time,  few  mergers  ha\e  raised  more 
basic  questions  about  where  a  cor- 
poration's real  value  lies — in  its  as- 
sets, its  earnings  or  the  value  the 
market  places  upon  it. 

In  the  merger  proposal  approved  b> 
both  managements,  each  of  Amerada's 
12.8  miUion  shares  would  be  ex- 
changed for  one  share  of  a  new  $3.50 
preferred,  which  would  be  convertible 
after  a  year  into  2.2  shares  of  the  new 
company's  common.  Each  of  Hess 
Oil's  10.7  million  shares  would  be  ex- 
changed for  one  share  of  the  merged 
company's  common.  Dividends  on  the 
new  c-ommon  would  be  -30  cents  a 
year,  plus  a  2.-5'?  stock  dividend  for 
the  first  year  onl\ . 

A  fair  enough  exchange,  by  some 
criteria.  Amerada's  per-share  earnings 
and  book  value  are  roughly  twice 
those  of  Hess  and  so  is  its  market 
price.  In  the  conversion,  Amerada 
stockholders  will  end  up  with  about 
two-thirds  of  the  merged  company's 
common.  But  there  never  has  been 
any  question  who  would  emerge  as 
the  dominant  partner.  Hess  Oil  al- 
ready owns  9.7%  of  Amerada,  and 
Leon  Hess  owns  two-thirds  of  Hess 
Oil.  After  the  preferred  is  converted, 


Oi/  For  Sale.  In  ihe  Thirties 
Leon  Hess  and  his  father 
bought  a  truck,  filled  it  with 
oil  and  drove  around  selling 
the  oil.  Today,  Hess's  two- 
thirds  interest  in  over  400  gas 
stations  and  three  refineries 
is    worth    over    $200    million. 


Leon  Hess  will  still  own  around  20% 
of  the  new  company's  common.  With 
that  kind  of  leverage  nobody  in  the 
oil  industry  expects  him  to  settle  for 
second  place. 

No  one  even  argues  that  he  should. 
Hess  Oil  has  by  far  the  more  imagi- 
native and  aggressive  management. 
However,  a  small  band  of  Amerada 
stockholders  is  angry.  They  claim  that 
while  Hess  Oil  will  contribute  only 
11%  of  the  new  company's  assets,  it 
will  wind  up  with  roughly  a  third 
of  the  common  stock.  And  .so,  in  con- 
senting to  the  merger,  Amerada  stock- 
holders will  be  giving  a  good  deal 
more  than  they  get. 

They  can  make  a  pretty  good  case. 
After  all,  Amerada  is  one  of  the  most 
conservative  companies  in  the  oil  in- 
dustry, so  that  any  merger  based  on 
reported  earnings  and  book  value  puts 
Amerada  stockholders  at  a  disadvan- 
tage. Unlike  Hess,  Amerada  does  not 
carry  a  penny  of  long-term  debt.  Like 
many  other  conservative  companies, 
it  has  always  preferred  to  understate 
its  earnings,  expensing  its  intangible 
drilling  and  exploration  costs,  for  in- 
stance, where  most  other  oil  compa- 
nies capitalize  them. 

More  important — and  this  is  the 
heart  of  the  matter — just  as  Amer- 
ada's $70-million  investment  in  Louis- 
iana Land  &  Exploration  is  carried 
on  its  books  at  its  $59,000  cost,  .so  its 
enormous  crude  oil  reserves  in  the  U.S., 
Canada,    Venezuela    and    the    North 


^ 


foof  In  The  Door.  When  Leon 
Hess,  chairman  of  Hess  Oil,  bought 
9.7%  of  Amerada  Petroleum  from 
the  British  government  in  1966, 
Amerada's  Chairman  Alfred  Jacob- 
sen  (right)  was  appalled.  Jacob- 
sen,  whose  rule  over  Amerada  had 
been  unchallenged  since  the  De- 
pression, knew  perfectly  well  what 
Hess  was  after.  He  vowed  to  keep 
Hess  off  his  board  and  to  frustrate 
any  attempts  he  might  make  to 
take   over  the  company 

But  after  a  defensive  merger 
Jacobsen  worked  out  with  Ashland 
Oil  broke  up  over  a  dividend  dis- 
agreement, it  was  only  a  matter  of 
time  before  Hess  would  take  over. 
After  all,  Hess  Oil  was  already 
Amerada's  biggest  single  stock- 
holder, and  Hess'  bargaining  power 
steadily  improved  as  its  stock  soared 
from   10  in   1965  to  60  and  above 


last  year.  Then  too,  except  for 
Jacobsen,  most  of  Amerada's  top 
management  recognized  the  op- 
portunity a  Hess  Amerada  merger 
could   offer  both   companies. 

When  Jacobsen  died  on  Decem- 
ber 18,  1967,  the  major  opposition 
to  a  Hess  takeover  vanished.  A 
month  later  Leon  Hess  went  on 
Amerada's  board,  and  with  him 
went  three  others  friendly  to  a 
Hess-Amerada  merger:  a  represen- 
tative of  Amerada's  investment 
bankers  (Dillon,  Read),  a  fund 
manager  (from  Massachusetts  In- 
vestors Trust),  and  an  Amerada 
senior  vice  president.  Last  year 
Hess  set  about  filling  in  the  gap^ 
ing  hole  at  the  top  left  by  Jacob- 
sen.  Finally— a  year  and  three  days 
after  Alfred  Jacobsen  died— Hess' 
triumph  was  complete:  The  Amer- 
ada-Hess   merger   was   announced. 
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TOTAL    RELIABILITY    IN    MILITARY    MISw.ONS 

Beechcraft  U-21A.  Carries  six  staff 
members  or  ten  combat-ready  troops. 
Adapts  for  cargo  and  medical  evacua- 
tion duties. 


TOTAL  RELIABILITY  IN  BUSINESS  TRAVEL 

Beechcraft  King  Air.  Pressurized  air- 
borne executive  suite  witfi  airliner  so- 
phistication and  capabilities.  Turboprop 
power.  Over  4-mile-a-minute  cruise. 


TOTAL  RELIABILITY  IN  COMMERCIAL  AVIATI 

Beechcraft  99.  Turboprop  airlir 
cruises  over  250  mph  with  pilot  and 
passengers.  Short-field  capability.  L 
operating  cost. 


Twenty  hours 
around  the  moon... 


A  RELIABILITY    IN   SPACE   EXPLORATION 

i  t  Apollo.  Fuel  Storage  systems 
nar  flight  aboard  the  Apollo 
:raft  that  contributed  to  total 
n  success. 


backed  by  36  years 
around  the  world. 

A  heritage  of  aviation  leadership  is  built 
into  the  Beech  Apollo  systems. 

Astronauts  Borman,  Lovell  and  Anders  added  an  exciting  new 
chapter  to  aerospace  history  by  splashing  down  safely  after  ten 
lunar  orbits.  And  Beech  was  there.  Beech  was  there  with  sophis- 
ticated, supercritical  fluid  storage  systems  designed  for  operation 
in  the  weightless  environment  of  space... designed  with  the 
dependability  for  storing  breathing  oxygen  for  astronauts... 
designed  with  the  reliability  needed  for  storing  fuels  to  generate 
electrical  power  for  communications,  navigation  and  control. 

The  same  concern  for  safety  and  dependability  that  went  into 
the  Beech  cryogenic  system  of  NASA's  Apollo  spacecraft  has 
gone  into  every  Beechcroft  airplane.  Throughout  the  company's 
36-year  history,  uncompromising  standards  of  quality  have  built 
an  enviable  reputation  of  industry  leadership  for  Beech.  Leader- 
ship that  produced  the  hallmark  of  business  travel -the  pres- 
surized, turboprop  Beechcraft  King  Air.  Leadership  that  launched 
the  Beechcraft  99  Airliner- the  first  airplane  specifically  de- 
signed to  meet  all  requirements  of  the  new  and  vitally  important 
commuter  airline  industry. 

This  total  involvement  in  all  aspects  of  air  travel... in  space 
exploration,  in  military  missions,  in  airline  operations,  in  business 
flying... helps  perpetuate  the  heritage  of  leadership  at  Beech. 
Leadership  that  has  earned  the  confidence  of  three  generations 
of  flying  businessmen,  and  is  now  earning  the  confidence  of 
America's  first  generation  of  astronauts. 


r     

oeeclicraft 


Beech  Aircraft  Corporation 
Wichita,  Kansas  67201 


It's  clear 
to  see  forever 

in  the 
Middle  South 


From  the  Arkansas  Ozarks 
through  the  Mississippi 

Delta  down  to  the 

Louisiana  Gulf,  the  air  is 

clean  as  a  whistle  and 

fresh  as  Spring.  It  always 

has  been.  That's  the  way 

things  are  in  the  healthful 

Changing  Middle  South. 

Join  us.  You'll  like  what 

you  see.  And  you  can  see 

it  all  anytime  of  the  year. 

Write:  Middle  South, 

Box  6  WOO.  New  Orleans, 

La.  70160. 


MIDDLE 

UTILITIES 


SOUTH 

SYSTEM 
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ARKANSAS  POWEft  &  LIGmT  COMPANY  LITTLE  ROCK,  ARK 
LOUISIANA  POWER*  LIGHT  COMPANY  NEW  ORLEANS  LA 
MISSISSIPPI  POWER  <  LIGHT  COMPANY  JACKSON.  MISS 
NEW  ORLEANS  PUBLIC  SERVICE  iNC    NEW  ORLEANS  LA 


Sea  are  carried  at  a  fraction  of  their 
probable  value.  And  these  reserves, 
according  to  one  disgruntled  share- 
holder, are  worth  three  to  four  times 
the  $455  milhon  at  which  they  are^ 
carried  on  the  books. 

"Maybe  they  are,"  snorts  one  Hess 
stockholder,  "but  if  so,  Amerada's 
20%  return  on  equity  looks  a  lot  less 
impressive."  He  goes  on  to  argue  that, 
because  Amerada  has  refused  to  ex- 
ploit its  enomious  physical  and  finan- 
cial resources,  it  has  never  realized 
anything  like  its  potential.  The  result 
has  been  that  Amerada's  Five-year 
annual  increase  in  per  share  earnings 
has  been  barely  mediocre. 

Hess  Oil,  on  the  other  hand,  can 
never  be  accused  of  not  realizing  its 
potential.  Between  internal  growth 
and  astute  acquisitions,  Hess  in  recent 
years  has  racked  up  one  of  the  high- 
est growth  rates  in  the  U.S.  oil  in- 
dustry— 13%  on  average — and  the 
rate  is  accelerating.  Last  year's  35% 
increase  in  earnings  was  three  times 
as  high  as  the  rest  of  the  industry. 
The  acquisition  of  Amerada's  crude 
reserves  will  permit  Hess  to  grow 
even  faster.  So  Hess  can  argue  that 
the  proposed  merger  cuts  Amerada  in 
on  its  own  impressive  growth. 

So  where  does  the  real  value  of 
the  company  lie,  in  its  earnings  or 
in  its  assets? 

The  stock  market  has  no  doubt  of 
the  answer.  Amerada  normally  sells 
at  around  16  times  earnings — slightly 
below  the  average  for  U.S.  industrials 
— while  Hess  sells  for  better  than  20, 
on  of  the  highest  P/E  ratios  in  the 
industry.  "Hess  is  badly  oveipriced," 
snaps  an  irate  Amerada  stockholder, 
citing  Leon  Hess's  two-thirds  control 
of  Hess  Oil,  "because  of  a  thin  mar- 
ket for  the  stock."  Even  so,  it  is  the 
high  Hess  stock  price  that  gives  Hess 
so  much  leverage  in  proposing  merger 
wih  Amerada.  With  such  a  favorable 
P 'E  ratio,  it  can  offer  a  premium  for 
Amerada  and  still  wind  up  with  some- 
thing of  a  bargain. 

"Mr.  Hess  is  selHng  his  personality 
and  dynamic  push — and  he's  selling 
it  to  a  company  that  needs  it,"  one 
Amerada  shareholder  admits.  "He 
should  get  something  for  it,  but  we 
should  get  a  fair  shake  too." 

Hess  Oil  undoubtedly  beheves  that 
Amerada  stockholders  are.  Even  if 
Hess  is  getting  Amerada  at  a  fraction 
of  its  potential  value,  there  is  no  rea- 
son to  believe  that  Amerada's  man- 
agement would  choose  to  exploit  the 
company's  potential.  As  one  Hess 
stockholder  points  out,  "You  can't  eat 
crude  oil  in  the  ground.  It  has  to 
be  converted  into  earnings."  That's 
exactly  what  Hess  Oil  proposes  to  do 
— at  least  if  it  gets  the  chance.  ■ 


How  good  would 
an  investment  firm 
have  to  be  before 
yoifd  recommend 
it  to  a  friend? 


Over  100,000  current  Dean  Witter 
clients  came  to  us  this  way. 

Consistently,  our  largest  single 
source  of  new  Dean  Witter  clients 
is  the  group  of  investors  we  are 
already  serving.  We  think  we  know 
why . . . 

Our  clients  are  served  by  1067 
exceptional  Account  Executives  — 
men  of  special  intelligence, 
imagination,  and  integrity.  As  proof 
of  their  capability,  we  offer  the 
over  100,000  referrals  these 
men  have  attracted  for  the  firm. 
As  additional  proof,  we  point  to  our 
Investment  Training  School  for 
New  Account  Executives  whose 
graduates  continue  to  place  among 
the  top  on  the  New  York  Stock 
Exchange  Standard  Examination 
for  Registration. 

Each  of  these  men  is  supported 
by  one  of  the  nation's  finest  research 
analysis  teams  — a  group  which 
keeps  our  146,000  miles  of  private 
leased  wires  humming  with  quality 
investment  ideas.  That's  why 
we  say . . . 

You  're  close  to  men  who  know 
when  you  invest  with . . . 

Deam  Witter  &  Co. 

INCORPORATED 

Member  New  York  Stock  Exchange 
SAN  FRANCISCO  •  LOS  ANGELES  •  NEW  YORK  •  CHICAGO 
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As  I  See  It 


"The  city  in  decay? 

No  one  ever  saw 

office  rents 

or  occupancy  rates 

so  tiigti." 


Is  the  American  city  dead?  Many  of  our  cities  look  close  to  it,  and  a  stand- 
ard explanation  is  technology.  The  automobile  and  the  telephone,  so  one 
theory  goes,  have  allowed  people  to  work  in  the  city  but  live  in  the  suburbs. 
Once  the  middle  class  moves  to  the  suburbs,  the  city  becomes  a  shabby, 
dangerous  place  to  live.  Therefore  the  poor,  once  they  get  the  chance  and 
the  money,  will  also  move  to  the  suburbs.  The  city  will  disappear. 

William  Zeckendorf  thinks  that  this  theory  is  unrealistic.  He  believes 
that  cities  are  indispensable,  particularly  if  imaginative  men  make  them  so. 
And  no  one  has  been  more  imaginative  than  Zeckendorf.  He  began  his 
career  as  an  employee  of  the  real-estate  firm  of  Webb  &  Knapp  in  1938 
and  over  the  next  30  years  became  the  Babe  Ruth  of  the  real-estate  busi- 
ness. Today  Zeckendorf  is  bankrupt,  the  victim  of  his  own  efFort  to  rebuild 
large  ports  of  great  cities.  But  behind  him  he  leaves  such  accomplishments 
as  the  United  Nations  complex,  the  revival  of  New  York's  financial  district, 
Denver's  Mile  High  Center,  Montreal's  Place  Ville  Ste.  Marie  and  Los 
Angeles'  Century  City. 

Zeckendorf's  vaulting  ambition  brought  him  personally  to  ruin,  but  his 
monuments  are  proving  more  enduring.  They  are  owned  and  managed  by 
other,  less  daring  real-estate  men  who,  despite  Zeckendorf's  failure,  pro- 
claim him  as  the  genius  of  his  profession.  Here  are  his  views,  expressed  in 
on  interview  with  FORBES,  on  the  city's  future. 
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William  Zeckendorf 


Mr.  Zeckendorf,  you  and  your  com- 
oany  went  bankrupt  in  the  real-estate 
^Tusiness.  Was  it  because  major  urban 
oTojects  are  simply  going  against  an 
yvertchelming  trend? 

Zeckendorf:  It  wasn't  the  real-estate 
jusiness  that  made  us  fail,  it  was  our 
)wn  overextension  and  too  much 
noney  borrowed  at  excessive  interest 
ates,  with  maturities  that  were  too 
hort. 

So  the  urban  real-estate  business 
n  the  long  run  will  still  be  good?  Our 
ities  aren't  just  going  to  crumble  and 
Usappear? 

^CKENDORF:  Of  course  not.  The  city 
s  here  to  stay.  Look  at  New  York, 
eople  talk  about  the  city  being  in 
lecay.  Yet  no  one  ever  saw  office 
ents  so  high  or  occupancy  rates  so 
igh,  and  we've  just  come  through 
he  greatest  building  boom  in  history. 
Jut  the  cities  will  have  plenty  of 
rouble,  trouble  that  will  make  what 
ire've  already  had  look  like  nothing. 
iiter  all,  they're  filling  up  with  the 
conomic  dregs  of  society. 

Everybody  knows  that,  but  does 
nyhody  know  why? 


Zeckendorf:  Well,  it's  obvious  to  me. 
The  problem  of  the  American  city 
is  related  to  real,  outright  integration. 
But  in  spite  of  what's  coming,  we 
will  solve  the  problems  of  the  ghetto. 
The  problems  will  finally  be  solved 
75  or  100  years  from  now,  when  the 
Negro  will  have  been  upgraded  eco- 
nomically, and  educationally.  By  then, 
the  problem  will  have  been  complete- 
ly solved,  because  we'll  be  a  nation 
of  mulattos. 

But  you  feel  tliai,  until  that  day 
comes,  we'll  see  more  and  much  worse 
turmoil  in  the  cities? 

Zeckendorf:  Like  nothing  we've  seen 
yet.  But  even  before  the  race  prob- 
lem is  solved,  many  of  the  other 
problems  of  the  city  will  be  solved. 
They  will  be  solved  by  money,  and 
the  money  will  come  when  the  poor 
control  the  city  and  crack  down  on 
carpetbaggers. 

Carpetbaggers? 

Zeckendorf:  I  mean  commuters,  of 
course.  The  people  who  live  in  the 
cities  will  gain  control  of  the  cities. 
They  will  not  allow  people  to  come 
in  and  make  money  in  the  city  and 


then  spend  it  out  in  the  suburbs.  The 
commuter  will  pay  a  higher  city  in- 
come tax  than  the  city  resident. 

You  mean  like  state  universities, 
where  state  residents  pay  a  small  tui- 
tion and  out-of-staters  pay  a  much 
higher  one? 

Zeckendorf:  Exactly.  And  the  sub- 
urbs will  be  screaming  for  unilateral 
annexation.  At  that  point,  the  megalo- 
polis will  become  a  new  political  unit, 
as  it  should  be  now. 

But  the  activities  that  now  take 
place  in  the  cities  can  be  moved  out- 
side the  cities.  All  kinds  of  electronic 
communication  have  made  it  possible 
to  do  business  and  enjoy  recreation 
without  going  into  the  city. 

Zeckendorf:  No,  the  city  will  always 
be  necessary.  On  a  higher  level, 
there's  the  culture  and  glamour.  On 
the  economic  level,  there  is  still  a 
need  for  a  central  marketplace.  Look 
at  New  York.  It's  the  largest  wholesale 
mart  in  the  world.  That  doesn't  mean 
that  retail  customers  must  go  to  New 
York,  but  wholesale  buyers  must.  They 
have  to  have  a  place  where  they  can 
compare  what  is  being  ofi^ered  for  sale, 
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=MISSISSIPPI 


THE  AMERICAN  BOSCH  Electrical 
Products  plant  of  AMBAC  Indus- 
tries, Inc.,  Columbus,  Mississippi,  is 
currently  undergoing  a  2 '/2 -million 
dollar  expansion  program.  A  120,- 
000-square  foot  addition  to  produc- 
tion and  warehousing  facilities  is  now 
under  construction,  with  a  new  and 
enlarged  data  processing  computer 
area,  additional  laboratory  space,  and 
other  expanded  facilities  planned  for 
the  future.  The  completed  expansion 
will  provide  a  fifty  percent  increase 
in  plant  capacity  with  approximately 
9  acres  under  roof. 


E.  J.  PALMER,  Vice-President  and  Di- 
vision Manager,  states  that  the  ex- 
pansion "Reaffirms  the  faith  of  our 
management  in  Columbus  and  this 
area  .  .  .  The  overall  growth  of  the 
economy  and  several  new  product 
developments  in  the  ignition  and 
small  motor  fields  make  necessary 
this  expansion  which  we  expect  in 
time  will  increase  our  employment 
by  about  500  from  the  present  level 
of  1100." 


INDUSTRIES  OF  ALL  TYPES  are  finding 
Mississippi  a  good  place  in  which  to 
grow.  Choice  plant  sites  are  available 
in  all  areas  of  the  state,  and  our  Re- 
search and  Development  Center  is 
constantly  conducting  feasibility 
studies  to  determine  Mississippi's 
profit  potential  for  specific  industries. 
If  you're  interested  in  locating  in 
Mississippi,  a  study  can  be  prepared 
for  you. 


for  more  information,  just  write  Brad 
Dye,  Jr.,  Director,  Mississippi  Agricul- 
fural  and  Industrial  Board,  Box  849, 
Jackson,  Mississippi;  or  call  (601)  355- 
9361,  Ext.  261. 


even  to  the  point  where  a  building 
is  identified  as  the  place  to  look  at, 
let  us  say,  dresses  at  S13.95.  Another 
building  will  ha\e  tenants  who  only 
display  dresses  that  cost  S)49.95.  The. 
building  at  112  \\'est  34th  Street  is 
confined  entireh'  to  infants'  clothing, 
while  other  buildings  are  for  different 
age  brackets.  The  bu>er  just  can't 
compare  if  he  has  to  go  all  over  the 
countryside. 

But  sonic  kinds  of  businesses  have 
moved  out  of  the  cilij. 

Zeckexdorf:  Yes,  and  others  will 
decentralize.  Some  people  can  be  lo- 
cated on  the  outskirts,  some  can't. 
Don't  forget,  all  tliat  glitters  is  not 
gold.  These  gu\s  mo\e  their  corporate 
headquarters  up  to  Greenwich  so  that 
the>'  can  knock  off  at  3  p.m.  and  play 
golf.  But  wait  until  the\'  hit  their  re- 
cruitment problems.  And  when  they 
and  others  like  them  do  solve  the  re- 
cruitment problems,  wait  until  those 
thousands  of  workers  begin  jamming 
those  little  country  roads.  In  New 
York,  there  is  a  run-down,  dirty,  noisy 
mass-transit   s\stem,   but  it  works. 

Beside  that,  the  problem  of  the 
poor  mo\es  out  to  the  suburbs,  too. 
Look  at  some  of  the  older  suburbs  of 
New  York — Pelham,  Port  Chester. 
Even  the  "fashionable"  waterfront  of 
Port  Chester  is  shabb\ .  When  a  build- 
ing or  a  city  block  becomes  run  down, 
you  can  tear  it  down  and  put  some- 
thing else  up.  It  s  prett)  hard  to  re- 
build an  old  suburb  when  it  becomes 
shabby.  The  onh  solution  is  unilateral 
annexation  and  ultimately  a  cohesive 
regional  master  plan. 

Which  metropolitan  areas  most 
need  annexation  of  the  suburbs? 

Zeckexdorf:  Let  me  name  them  in 
order.  First  is  St.  Louis,  second  is 
Boston,  third  is  New  York,  fourth  is 
Philadelphia,  fifth  is  \\ashington.  Ac- 
tually, of  course,  NN'ashington  and 
Philadelphia  are  alread\'  one  mega- 
lopolis but  without  benefit  of  clergy. 

What  about  Los  Angeles?  It  sup- 
posedly has  no  doivntown. 

Zeckexdorf:  That's  true,  Los  An- 
geles is  the  town  from  which  you 
can't  escape.  You  can  drive  twenty 
minutes  from  Times  Square,  across 
the  George  \\'ashington  Bridge,  and 
you  will  have  left  town.  In  Los  An- 
geles, you  can  dri\e  for  hours  only  to 
see  everything  you  ha\e  just  left.  But 
Los  Angeles,  too,  should  ha\e  annexa- 
tion. All  of  Los  Angeles  County 
should  be  incorporated  with  the  city. 

What  does  all  this  vtean  to  some- 
one investin"  in  real-estate? 


Zeckexdorf:  The  real-estate  business 
will  be  slow  o\er  the  next  year.  I  feel 
that  the  authorities  really  mean  busi- 
ness this  time,  that  they  are  scared. 
I  think  they  really  will  tighten  money, 
and  that  the  Dow-Jones  industrial 
average  will  be  down  100  points  or 
more  before  the  year  is  out. 

Bnt  the  real-estate  business  over 
the  lowg  run  is  very  good,  if  you  know 
what  you  are  doing. 

-  What  are  you  doing,  Mr.  Zecken- 
dorf?  We  heard  you  had  already  come 
out  of  bankruptcy. 

Zeckexdorf:  Well,  you  know,  Forbes 
once  listed  me  as  one  of  the  world's 
ten  greatest  salesmen.  I  still  have  my 
projects  to  my  credit,  and  I  have 
several  new  projects  in  which  I  am 
interested.  One  is  subaqueous  park- 
ing. You  can  fill  up  the  foundation  of 
a  pier  with  solid  material,  or  you 
can  fill  it  up  with  a  frame  that  will 
contain  something.  Water  costs  little 
to  move.  I  am  trying  to  get  a  pro- 
posed pier  in  New  York  built  so  that 
it  will  also  provide  parking  space  for 
10,000  cars. 

I  also  have  several  other  projects. 
One  is  to  build  a  tunnel  from  Coney 
Island,  in  New  York  City,  to  Sandy 
Hook,  in  New  Jersey.  It  now  takes 
an  hour  and  a  half  by  train  for  resi- 
dents of  the  Jersey  Shore  area  to  go 
the  long  way  around  and  commute 
to  Manhattan.  If  such  a  tunnel  were 
built,  it  would  probably  mean  the 
end  of  one-famil>'  houses  in  the  Sandy 
Hook  area.  Horrible  for  the  people 
who  live  there  now,  but  great  for 
people  who  would  like  to  settle  there. 

These  must  be  the  kinds  of  ideas 
a  real-estate  man  had  in  mind  when 
he  told  us  that  you  rose  because  you 
are  a  genius,  and  that  you  will  be 
back  for  the  same  reason.  Will  you 
be  back? 

Zeckexdorf:  In  a  sense,  we  are  back. 
We  are  a  Phoenix  rising  from  the 
ashes.  I  am  a  consultant  to  my  son's 
firm.  General  Property,  which  owns 
the  patent  on  subaqueous  construc- 
tion. We  will  be  developing  this 
concept  in  conjunction  with  U.S.  Steel 
and  several  other  companies. 

But  are  there  profits  there? 

Zeckexdorf:  Look,  you  must  under- 
stand the  scope  of  this  thing.  It  will 
be  used  all  over  the  world,  every- 
where rivers  run,  and  at  lakeside. 
That  means  where  most  big  cities  are 
located.  It  will  be  used  wherever 
there  is  a  city  and  a  seaboard.  It  will 
be  the  most  profitable  venture  in  the 
histor\-  of  real  estate  because  it  will 
develop  a  new  space  dimension.  ■ 
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Headed  Back  Up 

Sobering  got  clobbered  by  compe- 
tition in  the  1950s.  Now  it's  set 
to  do  some  clobbering  of  its  own. 

As  Willibald  H.  Conzen.  the  slender 
55-%  ear-old  German-born  president  of 
New  Jerse>'s  Schering  Corp.,  sees  it, 
the  best  thing  that  ever  happened  to 
his  S180-million-sales  drug  company 
was  its  stumble  in  the  late  Fifties. 
Schering's  postwar  prosperity  had 
been  founded  on  a  pair  of  highly  suc- 
cessful corticoids  (cortisone-like  com- 
pounds) used  in  treating  inflamma- 
tor>  conditions,  especially  rheumatoid 
arthritis  and  certain  skin  ailments. 
But  that  prosperity  vanished  virtually 
overnight  in  the  late  Fifties  with  the 
arrival  of  a  flock  of  competitive  prod- 
ucts. By  last  year,  however,  the  worst 
clearly  was  over.  Schering's  return  on 
equit\  had  recovered  to  20?,  its  earn- 
ings hit  an  all-time  high  and  trending 
upward,  and  Schering  looked  more 
promising  than  it  had  in  the  past. 

Still  the  Mainstay 

But  Schering  lias  not  followed — 
and,  if  Willibald  Conzen  has  his  way, 
will  not  follow — some  of  the  industry 
giants  into  diversifying  far  beyond  its 
basic  pharmaceutical  business.  Aside 
from  corticoids,  Schering  now  makes 
a)ld  products,  antihistamines,  tran- 
quilizers, and  fungicides;  and  though 
it  has  moved  on  into  bath  oils  and 
soaps,  Conzen  has  no  intention  of 
playing  down  drugs.  "Ethical  drugs," 
he  says,  "will  remain  the  mainstay 
of  the  company.  They  are  more  pro- 
fitable." Schering  may  lack  the  vast 
financial  resources  of  some  of  its  com- 
petitors, but  that's  not  a  fatal  disad- 
vantage. "It's  easy  to  spend  $40  mil- 
Bon  on  research,  as  some  of  our  com- 
petitors do,"  Conzen  says,  "and  come 
out  with  very  little,  and  very  difficult 
to  spend  $14  million,  as  we  do,  and 
come  out  with  something  good.  Re- 
search dollar  for  research  dollar, 
we're  doing  very  well." 

Research  aside,  Schering's  major 
thrust  these  days  is  not  in  the  U.S. 
but  in  the  far  faster-growing  interna- 
tional market.  This  will  bring  Scher- 
ing into  increasing  competition  with 
some  international  giants,  including 
West  Germany's  Schering  A.  G.,  from 
which  Schering  was  severed  during 
World  War  II.  But  that  holds  no 
terrors  for  Conzen.  He  knows  the 
German  company  well,  having  worked 
for  it  or  its  affiliates  from  1931  to 
1952.  The  real  problem  will  be  hfting 
Schering's  20%  return  into  the  loftier 
range  of  giants  like  Merck  (27%)  and 
Smith  Kline  &  French  (29%).  And 
that  may  take  some  doing.  ■ 


IDEAS  DESIGNED  TO  HELP  PORTFOLIOS  GROW  LARGER. 
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What  Can 

An  Executive  Do 

With  3^2  Hours 

A  Week? 

The  1968  Simmons  Study  has  come  up 
with  an  interesting  statistic  concerning 
the  men  who  read  Forbes  as  compared 
with  the  men  who  read  other  magazines. 

Forbes  men  watch  fewer  hours  of  tele- 
vision each  week  than  do  the  readers  of 
any  of  the  other  56  publications  studied. 
For  instance: 


Average  weekly 

hours  of  TV  viewing 

Forbes 

9.6 

Fortune 

10.6 

Newsweek 

12.1 

U.S.  News 

12.2 

Time 

12.4 

Business  Week 

13.2 

Note  that  men  who  read  Business  Week 
spend  3.6  hours  more  each  week  watch- 
ing television.  Why?  Simmons  doesn't 
explain.  However,  he  does  show  that  a 
majority  of  the  men  who  read  Forbes 
do  so  at  home,  while  the  majority  who 
see  Business  Week  do  so  in  the  office 
or  elsewhere. 

That's  one  important  thing  top  executives 
can  do  at  home  with  3y2  hours  a  week  . . . 
read  Forbes  thoroughly.  And  they  do. 

Forbes  readers  don't  just  own  American 
business. 

They  run  it. 

Forbes:  capitalist  tool 


BUSIJSESSMEN! 

WESTERN  UNION 

COMPUTER  UTILITIES 

HAS  A  MESSAGE  FOR  YOU 


—"BECOME  A  VITAL  PART  OF 
NEW  DEVELOPMENTS  IN  COM- 
PUTER  TECHNOLOGY"— 


"COMPUTER  UTILITIES 
DATACENTERS" 


...  A  franchisee!  operation  designed  to 
offer  data  processing  services  to  engineer- 
ing, industrial,  retail  and  scientific  firms.  A 
minimum  cash  requirement  of  $25,000  will 
enable  you  to  participate  with  Western  Union 
Computer  Utilities.  For  information  on  our 
professional  approach  to  an  unusually  ex- 
citing future  .  .  . 

WRITE,   WIRE,  OR  CALL: 

WESTERN  UNION 
COMPUTER  UTILITIES 

2455  East  Sunrise  Boulevard 
Fort  Lauderdale,  Florida  33304 
(305)  563-6141 
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Faces  Behind  the  Figures 


Fear  Is  the  Key 

"We're  in  a  science  depression," 
says  biochemist  Dr.  Philip  Han- 
dler, 51,  newly  elected  president 
of  the  National  Academy  of  Sci- 
ences and  science  adviser  to  two 
Presidents  and  many  a  congress- 
man. "It  will  cripple  the  whole  sup- 
ply of  scientific  minds  and  research 
material  percolating  up  to  industry, 
government  and  the  universities." 

The  science  depression  stems 
from  what  Handler  calls  "the 
political  and  economic  pains  of  the 
Vietnam  war."  Last  year,  goaded 
by  Congressional  demands  for  $6 
billion  in  spending  cuts,  President 
Johnson  slashed  every  agency's 
budget  for  scientific  research. 

The  cut  that  hurt  most,  how- 
ever, was  the  seemingly  modest 
reduction  from  $500  million  to 
$455  million  a  year  from  the  Na- 
tional Science  Foundation  to  re- 
imburse universities  for  projects 
already  under  way.  "This  cutback 
in  actual  expenditures  was  disas- 
trous," says  Handler,  whose  30- 
year  career  of  research  and  teaching 
at  Duke  University  Medical  Center 
recently  had  focused  on  tracing  all 
life,  through  enzymes,  back  to  a 
common  biochemical  ancestor, 
"When  the  universities  were  told 
they  had  to  cut  back,  they  had  to 
scrounge  to  keep  projects  going." 


The  Production  fAen  Cometh 

U.S.  Steel  stock  spurted  to  $49, 
a  new  high  for  the  year,  when  61- 
year-old  Edwin  H.  Gott  and  52- 
year-old  Edgar  B.  Speer  took  over 
earlier  this  year  as  chairman  and 
president  of  what  was  once  the 
world's   largest  industrial  coipora- 

Edgar  B.  Speer 


Dr.  Philip  Handler 


This    in    turn    forced    cutbacks   in 
nonscientific  academic  fields. 

This  reinforces  Handler's  worry 
that  government  agencies  such  as 
the  Departments  of  Defense, 
Health,  Education  &  ^^'elfare  and 
NASA  are  slowly  taking  o\er  the 
role  of  monetary  angel  for  most 
basic  research.  "The  trouble  with 
this,"  says  Handler,  "is  that  when 
money  is  tight,  these  agencies  stop 
almost   all   spending   on   research. 


That's   mortgaging   the   future   for 
the  present." 

How  long  will  this  science  de- 
pression last?  "Fear  turned  science 
on  during  World  War  II,"  Handler 
maintains,  "with  basic  research  go- 
ing into  nuclear  energy  [the  bomb], 
electronics  [radar]  and  trajectory 
work  [early  computers].  Now  I 
think  the  fear  of  what's  happening 
to  our  cities  might  well  turn  sci- 
ence back  on  again."  ■ 


tion.  But  the  jump  came  not  as 
a  tribute  to  the  new  team,  but  in 
response  to  a  takeover  rumor. 

The  new  team  does  have  a 
good  deal  going  for  it.  Both  Gott 
and  Speer  are  production  men, 
Gott  with  32  years'  experience, 
Speer  with  31;  they  will  run 
a  plant  that  has  been  modernized 


Edwin  H.  GoU 

H  i^    »    f    f 


to  the  tune  of  approximately  $1.8 
billion  in  the  last  three  years.  The 
first  pay-off:  After  seven  years  of 
decline,  USS  had  an  increase  in 
market  share  last  year. 

Unless  the  new  command  shows 
some  prompt  progress,  the  chances 
are  that  someone  will  seriously  try 
a  U.S.  Steel  takeover  before  Gott 
retires  four  years  hence.  Despite 
its  $2.5  billion  market  value,  The 
Corporation  (as  it  is  still  called 
in  Pittsburgh)  seems  ripe  for  the 
taking.  USS  stock  sells  58%  under 
its  old  high  of  $109  in  1959  and 
27%  below  its  book  value.  Even 
after  accounting  changes  that 
boosted  1968  earnings  by  $1.74  to 
S4.68,  they  were  still  36%  below 
the  old  1957  record  of  $7.33.  In 
the  Forbes  21st  Annual  Report  on 
American  Industry  {Jon.  I),  USS 
ranked  454th  among  the  500 
largest  U.S.  coiporations  in  five- 
year  return  on  equity,  434th  in 
sales  growth,  415th  in  earnings 
gain  per  share.  ■ 
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Northern  Star 

L'nlike  his  U.S.  counterparts  (at 
left,  bottom),  Frank  Sherman,  51, 
president  of  Ontario's  Dominion 
Foundries  &  Steel  Co.,  has  Httle 
reason  to  complain  about  the  profit- 
ability of  the  steel  business.  And 
with  good  reason.  Although  Dofas- 
co's  1968  sales  rose  only  6%  (to 
S2S0  million),  its  profits  soared 
56^  (to  S3S  million)  for  a  stunning 
19  c  return  on  equitv — a  rate  un- 
equaled  by  any  big  U.S.  steel  com- 
pany in  the  past  ten  \ears. 

"We're  up  to  date.  Until  re- 
cently, most  of  your  steel  c-ompa- 
nies  ha\en't  been,"  Sherman  says, 
explaining  \vh>  Dofasco  has  pros- 
pered when  most  U.S.  steelmakers 
have  not.  "More  specifically  I'd  say 
it  s  because  we  ve  been  innovators 
in   the  steel  industry;   we  have  a 


Frank  Sherman 


different  approach  to  labor;  and 
we    aren't    a    red-tape    company." 

Dofasco  was  the  first  North 
American  company  back  in  1954, 
Sherman  points  out,  to  install  oxy- 
gen furnaces,  an  advance  that 
some  U.S.  companies  are  just  now 
adopting.  Then,  too,  in  its  52-year 
iiistorx  Dofasco  has  never  had 
a  strike  thanks  to  an  enlightened 
profit-sharing  plan  set  up  in  the 
late  Thirties  by  Sherman's  uncle 
and  father,  the  company's  found- 
ers. As  for  the  lack  of  red  tape, 
it  took  Forbes  about  20  seconds 
to  reach  Sherman  by  phone. 

Further,  Dofasco  isn't  so  beset 
with  low-cost  foreign  competition 
as  its  U.S.  counteiparts.  Rather, 
it  is  part  of  the  competition  that 
is  slowly  forcing  the  U.S.  steel 
industry  to  adapt  to  the  modern 
world.  ■ 


White  Elephant? 

BuHi-v  ex-newsman  Bill  Stokes, 
general  manager  of  San  Francisco's 
Bay  Area  Rapid  Transit  district 
since  196.3,  is  no  political  schemer. 
But  like  most  other  transportation 
e.xecutives,  Stokes  has  learned  that 
tricker>  is  sometimes  more  eflective 
than  politicking  in  getting  from  the 
legislators  the  money  he  needs 
to  do  his  job.  Currently  Stokes 
is  asking  CaUfornia  lawmakers 
for  $146  million  to  purchase  the 
track  and  electrical  equipment  tor 
BARTs  75-mile  completely  auto- 
mated system.  In  the  past  the 
legislators  have  refused  in  the  hope 
tluit  Stokes  might  shorten  the  line 
and  so  cut  the  cost  of  the  project. 
But  Stokes  has  refused.  He  has  also 
refused  to  spend  money  on  track 
and  equipment.  Instead,  he  has 
spent  more  than  $700  million  on 
stations  and  on  subterranean  and 
aerial  roadbeds.  Without  track  and 
equipment,  BART  would  turn  out 
to  be  one  of  the  biggest  white 
elephants  in  history. 

"We've  got  to  do  something," 
snaps  Stokes.  "This  is  the  first  sys- 
tem in  the  U.S.  that  will  be  a  real 
competitor  to  the  auto.  So  it's 
about  time  we  stopped  being  a 
stepchild  and  moved  to  the  head  of 
the  table."  To  add  more  fuel  to 
the  fire,  Stokes  and  his  five-man 
public  relations  team  have  been  on 
a  speaking  tour,  emphasizing  that 
each  day  the  legislature  delays,  the 
district's  deficit  climbs  by  $100,000. 


Bill  Stokes 


BART's  money  problems  began 
almost  as  soon  as  the  district 
was  formed  in  1957.  Stokes  quit 
his  job  as  an  urban  affairs  reporter 
for  the  Oakland  Tribune  to  become 
one  of  BART's  first  directors.  But 
the  project  didn't  get  off  the  ground 
until  1962,  when  voters  finally  ap- 
proved a  S792-million  bond  issue. 
Their  suits  delayed  the  project  for 
another  two  years,  during  which 
time  heavy  construction  costs  es- 
calated beyond  the  level  BART  had 


allowed  for  in  its  initial  budget. 
For  the  moment  it  appears  that 
Stokes'  ploy  is  working.  One  by 
one  the  lawmakers,  and,  most  im- 
portant, the  Governor,  are  backing 
a  bill  that  will  raise  the  money  by 
increasing  the  sales  tax  in  the 
three-county  area  BART  will  serve 
from  5  cents  to  5/2  cents.  But  if 
this  bill  fails,  Stokes  has  one  more 
trick  up  his  sleeve.  "We'll  just  have 
to  go  back  to  the  voters  with  an- 
other bond  issue,"  he  says.  ■ 
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Faces  Behind  the  Figures 


William  H.  Burgess 


Lost  Empire 

Had  all  his  predictions  come  true, 
William  H.  Burgess,  51,  would  still 
be  chief  executi\e  of  Pasadena's 
Electronic  Specialty  Co.  Burgess 
craved  the  role  of  a  corporate  em- 
pire builder,  and  he  saw  Electronic 
Specialty  as  a  second  Litton  In- 
dustries, the  conglomerate  headed 
by  Harvard  Business  School  para- 
gons Ro\  Ash  and  Tex  Thornton. 
At  every  opportunity.  Burgess 
would  take  out  his  charts  showing 
how  ELS  had  l:)een  growing  faster 
than  Litton  and  boast  that  it  would 
top  Litton  in  the  future,  increasing 
sales  and  earnings  by  50%  a  year. 

A  bred-in-the-bone  Harvard  B- 
School  type,  Burgess  used  the  right 
buzz  words  like  "matrix"  and  "syn- 
ergism." He  persuaded  the  Rocke- 
feller Brothers  to  in\est  in  his  com- 
pany and  place  a  man  on  the  board. 
He  hired  and  fired  a  dozen  public 
relations  men  to  boost  the  price/ 
earnings  ratio  of  his  stock.  And  he 
kept  on  making  predictions. 

According  to  his  older  predic- 
tions, ELS  should  have  had  1968 
sales  of  $400  million.  Instead,  ELS' 
sales  from  continuing  operations 
were  cut  to  around  $70  mil- 
lion,  down   from   $112  milhon   in 


1967.  As  for  earnings,  in  1965, 
ELS  plunged  $3.5  million  into  the 
red,  moved  into  the  black  in  1966 
and  1967,  and  last  year,  including 
the  losses  and  writeoffs  from  two 
divisions  that  were  sold,  fell  back 
in  the  red  again.  Undaunted,  Bur- 
gess still  asked  outsiders  to  judge 
his  progress  by  his  standards.  Even 
now  he  protests,  "It's  unfair  to 
compare  my  projections  with  re- 
sults without  including  the  merger 
with  Caipenter  Steel.  As  Carpen- 
ter Technology,  we  would  have  had 
sales  of  over  $250  million  and  we 
would  ha\'e  made  m\'  earnings  pre- 


dictions of  $2.50  per  share."  But 
that  merger  died  when  Internation- 
al Controls  Corp.  launched  its 
tender  offer  for  ELS  (see  story, 
p.  29). 

Buigess  resigned  when  IC  took 
over  last  January,  and  though  he 
received  about  $5  million  in  cash 
bv  tendering  his  stock,  the  money 
was  small  consolation.  Burgess  had 
dreams  of  becoming  an  empire 
builder.  Instead  he  will  go  down 
as  the  first  head  of  a  sizable  con- 
glomerate to  lose  his  company 
through  a  tender  offer.  He's  un- 
likelv  to  be  the  last.  ■ 


Next,  the  European  Challenge? 

"Le  Defi  Americaix,"  Jean-Jac- 
ques Servan-Schreiber  called  it — 
"the  American  challenge."  In  his 
best-seller  of  that  name  the  noted 
French  journalist  warned  that  if 
European  companies  did  not  adopt 
U.S.  methods  and  techniques,  the 
European  economy  would  some 
day  become  a  mere  subsidiary  of 
the  American  economy. 

One  of  the  inspirations  for 
Servan-Schreiber's  book  was  a 
pamphlet  entitled  The  Size  of 
European  Companies,  published 
by  Belgium's  Compagnie  Lambert, 
whose  most  visible  holding  is  the 
Banque  Lambert.  Baron  Leon 
Lambert,  the  40-year-old  chairman 
of  the  company,  believes  that 
Europeans  have  taken  Servan- 
Schreiber's  warning  so  much  to 
heart  that  they  are  in  a  fine  posi- 
tion  to   counterattack. 

"The  American  confrontation  has 
been  terrific,"  says  Buron  Lambert, 
who  is  a  cousin  of  the  Rothschilds. 
"It  has  put  European  businessmen 


on  their  toes.  The  next  challenge 
is  for  European  companies  to  be- 
come transatlantic  or  multinational, 
which  few  of  them  are  today."  The 
baron  even  believes  many  Euro- 
pean companies  not  in  high-technol- 
ogy areas  are  more  advanced  than 
their  U.S.  counterparts. 

Baron  Lambert  points  out  that 
European  companies  are  hampered 
by  government  policy  from  ex- 
panding in  Europe,  but  they 
are  generally  free  to  acquire  U.S. 
coiporations.  "Pechiney  or  Petro- 
fina  can  acquire  a  lot  of  L^.S.  com- 
panies that  a  du  Pont  or  a 
Standard  Oil  can't,"  he  says.  And 
they  should  do  so,  because  "profit 
margins  in  the  U.S.  are  twice  as 
high  as  in  Europe." 

He's  betting  his  money  on  that 
differential.  Compagnie  Lambert, 
in  partnership  with  the  Roths- 
childs and  the  Dutch  investment 
bankers,  Pierson,  Heldring  &  Pier- 
son,  has  set  up  New  Court  Secu- 
rities Corp.  in  New  York  for  their 
growing    U.S.     investments.  ■ 


Baron   Lambert 
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Merrill  Lynch  invites  you  to 
choose  selections  from  its  library 
of  investment  information-free. 


Merrill  Lynch  is  happy  to  offer  information  on  investing  and  the  stock 
market  to  investors  at  every  level  of  sophistication.  If  you  would  like  to 
start  an  investment  program  — or  if  you  are  interested  in  improving  your 
present  knowledge  of  securities  — scan  our  list  of  publications  and  mail 
the  coupon  for  those  that  interest 


you.  No  charge  or  obligation,  of 
course. 

Spring  Guide  For  Investors  (4  pages) 
A  sharply  focused  view  of  the  country's 
current  investment  chmate,  in  light  of 
the  new  administration's  policies.  How 
the  business  profit  picture  may  change 
in  the  course  of  the  year.  And  which 
stocks  Merrill  Lynch  regards  as  most 
attractive  for  different  investment  ob- 
jectives, both  near-term  and  long-term. 

How  To  Read  A  Financial  Report  (36 

pa^ejj  A  memory-jogger  for  experienced 
investors  —  and  a  cram  course  for  any- 
body who  finds  annual  and  quarterly 
reports  confusing.  Key  points  discussed 
include:  leverage;  earnings  per  share; 
cash  flow;  depreciation;  coverage  of 
senior  securities. 

How  Over-The-Counter  Securities 
Are  Traded  (24  pages)  Strips  the  mys- 
from  the  nation's  biggest  and  least 
uiKierstood  securities  market.  Tells  you 
u  hat  kind  of  stocks  are  traded  over-the- 
counter,  how  well  the  35  leading  securi- 
ties that  comprise  the  over-the-counter 
industrial  index  have  done,  why  hun- 
(-!;  .;Js  of  companies  which  coi/W qualify 
listing  on  an  exchange  prefer  to  be 
c.   dcd  over-the-counter. 

HowTo  Buy  Stocks,  A  Bantam  paper- 
back by  Louis  Engel  (259  pages)  The 
most  widely  read  book  on  the  market 
c\  cr  published— over  3  million  copies  in 
pnnt.  Based  on  the  premise  that  "invest- 
ing only  sounds  complicated  because  it 
u^cs  a  lot  of  unfamiliar  words,"  How  To 
Buy  Stocks  explains  technical  words  by 
explaining  the  things  they  stand  for. 

20  Stocks  for  Long-Term  Growth  (10 

Paiges)  Succinct  appraisals  of  growth 
companies  by  Merrill  Lynch  analysts. 
'How  the  introduction  of  new  products 
may  affect  growth,  the  likely  benefits  of 


recent  acquisitions,  how  these  compa- 
nies stack  up  against  their  competitors. 

What  Everybody  Ought  to  Know 
About  This  Stock  and  Bond  Business 

(30  pages)  Starts  at  the  be 
ginning  and  answers  the 
questions  that  often  plague 
neophyte  investors.  Tells 
you  why  stock  prices 
change,  what  bull  and  bear 
markets  are,  how  the 
Stock  Exchange 
works,  what  it  costs 
to  buy  stocks. 

Investing  for  Tax- 
Exempt  Income  (36 

pages)  Easy-to-understand 
explanation  of  municipal 
bonds.  Why  municipal  bonds 
which  pay  interest  enl 
exempt  from  Federal  i 
come  tax,  may  yield 
greater  net  return  than 


sa 


comparable  government  or  corporate 
bonds  paying  taxable  interest.  How  a 
man  and  his  wife  with  a  taxable  income 
of  $24,000  or  more  may  be  able  to  use 
municipals  in  order  to  increase  their 
after-tax  investment  income  by  over 
sixty  percent. 

NOTE:  In  addition  to  these  publications, 
Merrill  Lynch,  in  the  course  of  a  year, 
publishes  detailed  up-to-date  research 
reports  on  hundreds  of  listed  compa- 
nies, plus  many  that  are  traded 
«.  over-the-counter.  Merrill  Lynch 

also  offers  up  to  the  minute,  100- 
word  research  appraisals  on 
more  than  2,000  different 
companies. 

Write  to  Merrill 

Lynch  for  a  report 

on  any  company 

that  interests  you, 

for  a  review  of  your 

present  holdings,  or 

for  suggestions  about 

the  investment  of 

any  sum  of  money 

for  any  investment 

objective. 


506-BC 


MERRILL  LYNCH, 

PIERCE,  FENNER  &  SMITH   INC 

P.O.  Box  333,  Wall  Street  Station,  New  York,  N  .Y.  1 0005 

FREE  INVESTMENT  INFORMATION  PUBLICATIONS 

May  we  suggest  you  begin  with  three  selections.  Check  your  choices.  Later, 
if  you  wish,  we'll  be  happy  to  send  any  of  the  other  publications  you  desire. 
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Faces  Behind  the  Figures 


Robert  A.  Uihiein  Jr. 


Making  Brussels  Famous 

When-  the  Justice  Department 
forced  Milwaukee's  Joseph  Schlitz 
Brewing  Co.  to  divest  itself  of 
both  California's  Burgermeister 
Brewing  Corp.  and  its  39%  interest 
in  Canadian-based  John  Labatt 
Ltd.  three  years  ago,  it  also  shaiply 
reduced  SchHtz  Chairman  Robert 
A.  Uihiein  Jr.'s  chances  of  overtak- 
ing the  brewing  industry  front-run- 
ner, Anheuser-Bu.sch.  SchHtz  had 
had  trouble  enough  maintaining  its 


market  position  as  it  was,  and  di- 
versification outside  the  brewing 
industry  wasn't  Uihlein's  style. 

But  this  hasn't  meant  that  Schlitz' 
options  were  closed  entirely.  In 
1965,  even  before  the  Labatt  di- 
vestiture, Schlitz  had  already  gone 
outside  the  U.S.  to  acquire  Puerto 
Rico  Brewing  Co.  hi  196-5-66  it 
acquired  interests  in  three  Span- 
ish breweries.  And  a  few  weeks 
ago  it  acquired  control  of  Belgium's 
third  largest  brewer,  S.A.  Brasserie 
de  Ghlin.    Schlitz'  ambitions   have 


now  become  worldwide. 

"Our  interest  in  Europe,"  says 
Uihiein,  "has  been  based  on  the 
fact  that  it's  a  large  beer  market, 
one  of  the  best  in  the  world." 
This  is  putting  it  mildh .  Per-capita 
beer  consumption  in  Belgium,  for 
instance,  is  32.4  gallons  vs.  16.7 
gallons  in  the  U.S.  Schlitz'  move 
seems  perfectly  timed,  when  Eur- 
opean drinking  tastes  are  becoming 
more  Americanized.  The  beer  that 
made  Milwaukee  famous  may  one 
da\'   do   the   same   for   Brussels.   ■ 


Out  of  the  Family 

Springs  Mills,  the  U.S.'  tenth- 
largest  textile  company  (1968 
sales:  §253  million),  may  at  last 
be  breaking  free  of  family  control. 
Samuel  Elliott  White  founded  the 
company  in  Fort  Mill,  S.C.  in  1888. 
White's  son-in-law,  Leroy  Springs, 
took  the  reins,  was  succeeded  b\' 
his  .son,  the  ebullient  Col.  Elliott 
White  Springs,  who  was  followed 
by  his  son-in-law  Hugh  William 
Close,  who  became  president  in 
1959.  When  Close,  49,  moved  up 
as  chairman  last  month,  an  out- 
sider became  president:  Peter  G. 
Scotese,  48,  a  maiketing  man  who 


Peter  G.  Scofese 


lieaded    a    Federated   Department 
Stores  division  in  Milwaukee. 

Neither  Close  nor  Scotese  has 
the  chief  e.xecutive  title,  though 
as  Scotese  points  out,  "Bill  Close 
votes  60?  of  the  stock."  Scotese 
will  break  Springs  Mills  tradition 
b\  operating  out  of  Xew  York 
rather  than  South  Carolina.  But 
he  may  one  day  break  other  tradi- 
tions as  well.  An  admitted  admirer 
of  Burlington's  growth  and  di- 
\ersification  who  helped  spin  oH 
hidian  Head  Mills  from  Textron 
in  1953,  Scotese  says:  "The  doors 
are  open  at  Springs  for  diversifica- 
tion, but  first  we  have  to  use  what 
we'\e  got  more  aggre.ssively."  ■ 


62 


FORBES,  MARCH  1,  1969 


. .  but  you  can  use  zinc  to  protect  steel  bridges 
gainst  corrosion. 

Zinc  is  probably  the  most  practical  material 
hich  can  be  used  to  reduce  the  nation's  annual 
10  billion  loss  to  corrosion.  Zinc  galvanizes  a 
ide  range  of  steel  structures,  from  bridges  to 
;sidential  house  siding.  Zinc  anodes  protect 
ipelines  against  corroding,  while  zinc  dust  is 
idely  used  for  antirust  coatings. 

One  of  the  nation's  largest  producers  of  zinc, 
isarco  has  recently  developed  a  new  zinc  gal- 


vanizing alloy  which  resists  cracking  or  peeling 
and  takes  a  better,  more  uniformly  painted 
surface.  We  have  also  put  into  operation  a  new 
zinc  dust  furnace  in  Whiting,  Indiana,  making 
a  total  of  three  plants  for  producing  zinc  dust. 
Asarco  provides  a  total  of  22  basic  materials 
for  industrial  progress.  Continued  research  and 
development  on  copper,  lead,  zinc,  silver,  cad- 
mium, platinum  and  other  Asarco  materials 
will  make  them  even  more  valuable  for  tomor- 
row's industrial  and  consumer  products. 


AMERICAN  SMELTING  AND  REFINING  COMPANY 

lO  BROADWAY,  NEW  YORK,  N.  Y.  10006 


ASARCO 


They're  poking  around 
in  the  Mesozoic  Ada 


Out  beyond  the  Louisiana  bayous, 
"roughnecks"  commute  by  hehcopter  to 
driUing  rigs  on  stilts.  They  work  seven 
days  on  and  seven  days  off,  exploring 
miles  into  the  Earth's  crust  for  a  new 
field  of  oil. 

Despite  advances  in  geophysics,  wild- 
catting  still  has  the  excitement  of  an- 
ticipating a  big  discovery. 

According  to  experts,  85  percent  of 
known  oil  in  the  world  has  formed  in 
the  last  200  mUlion  years  (the  Mesozoic 
through  Holocene  Ages).  That's  a  long 


Ninety-five  miles  offshore  and 

this  is  the  only  :ift  truck  on  board. 

Clark  elec'v'    forklift  handles 

3,000-lb  pllets  of  drilling 

mud  with  everyday  reliability. 


time,  yet  it's  actuaUy  only  five  percent 
of  the  estimated  time  since  life  began. 

Through  five  miles  of  rock 

Offshore  rigs  like  this  one  (Penrod 
No.  53)  operate  in  water  up  to  300  feet 
deep,  with  drilling  capacity  to  cut 
through  30,000  feet  of  rock.  Sinking  a 
well  that  deep  takes  more  than  a  lot  of 
pipe.  Part  of  the  operation  involves  a 
cement-like  mixture  called  drilling  mud 
which  is  fed  down  the  hole  to  become 
the  wall  of  the  well. 


To  handle  3000-lb  paUets  of  the  drill- 
ing mud  materials,  they  get  help  from 
a  Clark  electric  forklift  truck.  It's  the 
only  lift  truck  on  board.  The  pressure  is 
on  for  reliable  performance  and  this 
machine  comes  through. 

That's  what  oil  men  expect  fron 
Clark.  The  same  company  that  build: 
earthmoving  equipment,  truck  trailers 
axles  and  transmissions,  lift  trucks  anc 
commercial  food  refrigeration.  Clarli 
Equipment  Company,  Buchanan,  Mich 
igan  49107. 


Double  Standard 

The  stock  market  has  bid 
up  most  closed-end  fund 
shares  to  hefty  premiums 
—but  not  the  dual  funds. 

The  buveb  of  a  mutual  fund  has  one 
major  worry:  how  well  his  fund  per- 
loi-ms.  The  buyer  of  closed-end  in- 
\estment-company  shares  has  an 
additional  worry:  whether  those  shares 
will  sell  at  a  premium  or  a  discount. 
I  nlike  mutual  funds,  the  closed-ends 
are  traded  in  the  open  market  at 
liiices  abo\e  or  below  their  net  asset 
value  per  share. 

in  nonnai  markets  the  closed-ends 
tend  to  sell  at  a  disc-ount.  The  most 
important  reason  is  that  stockbrokers 
iL,encrally  prefer  to  push  mutual  funds, 
v»mih  pay  a  higlier  connnission. 

iiut  the  closed-ends  sometimes  go  to 
.1  premium  (itx-  chart),  and  this  is 
one  ot  those  tnnes.  "lis  just  one  of 
.hose  swings,"  sa>s  Frederick  Robin- 
on,  presiUent  ot  National  Aviation, 
fnere  simply  are  fashions  in  these 
iliings,"  sa>s  liMiig  li.  Harris,  piesi- 
«ient  of  Standard  bluires.  In  any  case, 
(lie  business  looks  so  g«xjd  that  some 
limis  are  planning  new  closed-ends. 

Different  Stories 

The  closed-end  managers  tend  to 
( .\plain  the  piemiums  in  terms  ot  in- 
oiviuual  hind  pertormaiice.  "\\\i  an- 
nounced that  we  would  be  giving  a 
siUvK  Uiviuend,  and  that  seeins  to  be 
wliy  our  sh.ircs  took  off,"  says  Presi- 
ileiit  E.  Douglas  Howard  11  ot  Niagara 
^liare  Corp.  Topic  who  buy  our 
tin.d,"  says  Standard  Shares'  Harris, 
"are  bu\ing  a  \aluable  ta.\-loss  carr)- 
thiough.'  The  shares  ot  .\bacus  have 
risen  because  ot  that  company's  an- 
nounced intention  of  becoming  an 
operating  company. 

but  the  most  likely  explanation  is 
that  stocks  are  high  and  bargains  few 
and  lar  f)etween.  i3iokers  tell  their 
customers  that  a  closed-end  selling  at 
*a  discount  is  a  cheap  way  into  the 
market,  and  speculati\e  enthusiasm 
soon  lifts  the  shares  to  a  premium. 

Whatever  the  reason,  it  hasn't  ap- 
plied to  the  dual  funds,  all  of  which 
are  selling  at  big  discounts.  These 
are  funds  in  which  "income'  shares 
get  all  the  income  from  the  whole 
portfolio,  and  "capital"  shares  get  all 
the  capital  appreciation.  But  the  dual 
funds  are  only  a  couple  of  years  old, 
and  they  are  hard  to  understand. 
'The  c-oncept  is  new,  and  people  have 
to  get  used  to  it,"  says  Gerry  Tsai, 
president  of  Hemisphere  Fund.  It 
may  be  some  time  before  they  will 
sell  at  a  premium,  k 


CLOSED-END  FUNDS:  TWO  KINDS 


Regular  Closed  End — Asseti  (millions) 


Recent 
Price 


Gain 

over 

12/31/67- 


Recent 
Net  Gain 

Asset  over 

Value  12/31/67* 


1968-69 
Price 
Range 


Abacus  Fund  ($54.2) 

32'/8 

1030/0 

$21.02 

18% 

3978-151/2 

Adams  Express  (179.1) 

19'/8 

33 

18.07 

15 

22     —151/2 

Carriers  &  General  (22.3) 

345/8 

19 

40.36 

10 

375/8—28 

Dominick  Fund  (76.9) 

13yg 

2 

14.12 

—2 

17     -123/4 

General  American  (122.2) 

28y2 

19 

27.58 

16 

335/8-223/8 

International  Holdings  (116.3) 

201/2 

33 

20.94 

15 

23    —141/8 

Lehman  Corp.  (545.9) 

21% 

—1 

19.60 

261/2-195/g 

Madison  Fund  (401.1) 

303/8 

26 

22.27 

17 

35     —251/8 

National  Aviation  (132.0) 

363/4 

—14 

31.94 

521/4-35^8 

Niagara  Share  (120.4) 

30'/8 

39 

27.91 

11 

313/8-223/4 

Petroleum  Corp.  (82.8) 

263/8 

26 

27.04 

25 

313/4-211/4 

Standard  Shares  (^6.2) 

3274 

50 

34.17 

27 

353/4-211/4 

Sureeyor  Fund  (134.8) 

7V2 

25 

7.92 

13 

S'/g-  61/4 

Tri-Continental  (652.6) 

333/4 

21 

34.57 

363/8-27 

United  Corp.  (181.7) 

153/8 

35 

14.73 

161/4-105/8 

U.S.  &  Foreign  Securities  (151.7) 

39 

22 

42.53 

10 

441/8-311/8 

Dual  Purpose  (Capital  Shares) 

American  Dual  Vest  (54.7)  173/8  55  20.06  40  211/8—10 

Gemini  (50.0)  I61/2  36  19.44  49  183/8—105/8 

Hemisphere  (36.5)  9%  —8  12.82  —2  115/8—9 

Income  &  Capital  Shares  (40.3)  IS'/g  66  17.50  53  183/8—85/8 

Leverage  Fund  of  Boston  (60.0)  12i/8  11  16.21  19  I31/2— 9^8 


Putnam  Duo  Fund  (33.5) 
Scudder  Duo  Vest  (113.2) 

111/4 
83/8 

31 
—2 

13.01          31 
10.72            7 

12    -73/4 
93/8-  71/4 

Average — Closed-Ends 
Average — Dual-Purpuse  Funds 
Standard  &  Poor's  500 

27 

27 

7 

12 

28 

7 

'Includes  capital   gains  distributed; 
applicable 

taxes  paid  on 

behalf  of 

shareholders  and   the 

value  of  rights   if 

1 

CLOSED-END  FUNDS 

DISCOUNT  PREMIUM 


ABACUS  FUND 
ADAMS  EXPRESS 
CARRIERS  &  GENERAL 
DOMINICK  FUND 
GENERAL  AMERICAN 
INTERNATIONAL  HOLDINGS 
LEHMAN 
MADISON  FUND 
NATIONAL  AVIATION 
NIAGARA  SHARE 
PETROLEUM  CORP. 
STANDARD  SHARES 
SURVEYER  FUND 
TRI-CONTINENTAL 
UNITED  CORP. 
U.S.  &  FOREIGN  SECURITIES 


30 

_i_ 


DUAL-PURPOSE  FUNDS 

AMERICAN  DUAL  VEST 

GEMINI 

HEMISPHERE 

INCOME  &  CAPITAL  SHARES 

LEVERAGE  FUND  OF  BOSTON 

PUTNAM  DUO  FUND 

SCUDDER  DUO-VEST 


10 

_L_ 


15 

_L_ 


FORBES,  MARCH  1,  1969 


65 


The  Money  Men 


Sfan  Goldbium 


In  just  seven  years,  Stan  Gold- 
blum's  $3,500  investment  has  made 
him  worth  $25  million,  and  that, 
we  remarked  to  him  last  month,  is 
getting  rich  quick.  "Quick?"  Gold- 
bium shot  back.  "To  me,  it  seems 
like  three  lifetimes.  To  me,  it  sounds 
like  an  eternity." 

To  most  people,  however,  it  still 
seems  quick,  particularly  when 
Goldbium  did  it  with  two  prod- 
ucts that  have  been  around  since 
before  most  of  us  were  born, 
that  is,  life  insurance  and  mutual 
funds.  Making  money  from  old- 
line  products  was  nothing  new  for 
fast-talking  Stan  Goldbium;  he  had 
previously  been  a  scrap  dealer  and 
a  meat  salesman.  In  1960,  he 
made  a  big  move  to  the  Equity 


Instant  Millionaire 


Funding  Corp.  of  America  as  a 
mutual  fund  and  life  insurance 
salesman.  Gordon  G.  McCormick, 
who  had  founded  Equity  Funding 
in  1958,  had  dreamed  up  a  new 
way  to  package  funds  and  insur- 
ance and  the  pitch  appealed  to  the 
ambitious  Goldbium.  Stripped  of 
verbiage  the  idea  was  simply  a 
new  way  to  give  the  salesman  a 
bigger  piece  of  the  investor's  dol- 
lar than  the  salesman  would  nor- 
mally get  either  in  mutual  funds 
or  in  life  insurance. 

The  sales  arrangement  worked 
like  this:  As  with  life  insurance, 
the  customer  made  a  regular 
monthly  payment,  but  instead  of 
buying  insurance  the  money  would 
go  into  mutual  fund  shares.  Then 
Equity  Funding  would  lend  him 
up  to  45%  of  the  fund's  value  as 
payment  on  life  insjrance  pre- 
miums. If  the  fund  rose  steadily 
over  the  years,  the  customer  would 
have  put  all  the  dollars  he  could 
afford  into  a  hedge  against  in- 
flation— the  mutual  funds — and 
would  have  still  been  carrying  life 
insurance  as  a  hedge  against  death. 
If  the  customer  died,  the  benefi- 
ciary gets  the  insurance  plus  the 
mutual  funds  and  the  loan  would 
be  paid  off  by  a  poHcy  rider.  At 
exactly  the  right  time,  Goldbium 
and  his  salesmen  were  able  to  con- 
vince the  investor  that  he  could 
buy  a  suit  with  a  vest  thrown  in 
for  free.  And  the  salesman,  in  ef- 
fect, got  two  commissions,  life  in- 
surance and  mutual  funds,  out  of 
one  sale. 

"That  was  the  idea,"  Goldbium 
explained  to  us.  "But  that  isn't 
what  McCormick  and  Equity  Fund- 
ing were  doing.  McCormick  had 
thought  of  the  new  twist  and  it 
was  good.  But  McCormick  wouldn't 
do  anything  but  talk  about  it." 

You  don't  get  as  rich  as  Stan 
Goldbium  has  by  being  patient. 
He  smelled  a  hot  idea  and  was 
chafing  at  seeing  it  get  cold.  The 
solution  came  when  four  employ- 
ees —  Goldbium,  Mike  Riordan 
(who  died  last  month  in  a  Cafi- 
fornia  mudsfide).  Gene  Cuthbert- 
son,  and  Ray  Piatt — offered  to  buy 
McCormick  out  for  $100,000.  Mc- 
Cormick, who  had  been  at  odds 
with   the   four   over   nearly   every 


operational  detail,  reluctantly  sold 
his  interest.  The  four  new  owners 
initiated  the  new  program,  set  up 
a  sales  organization,  and  subse- 
quently ran  into  another  problem. 
In  1962  the  Securities  &  Exchange 
Commission  put  a  crimp  in 
Equity  Funding's  plans  by  ruling 
'ihat  "equity  funding"  programs 
were  securities,  and  as  such  had 
to  be  registered  under  the  Securi- 
ties Act  of  1933.  "We  were  virtually 
put  out  of  business  for  a  while," 
Goldbium  told  us.  "Since  we  hadn't 
filed  with  the  SEC,  we  had  to  stop 
selling,  re-do  the  program  to  con- 
form to  security  regulations,  and 
wait  for  approval.  We  also  came 
into  conflict  with  state  'blue  sky' 
laws  after  the  SEC  ruling." 

When  we  asked  him  to  explain 
these  complications,  Goldbium 
said:  "You  can't  explain  them 
simply.  But  to  give  you  an  idea, 
we  had  to  start  selling  the  plans 
with  a  prospectus.  Oh,  it  was  a 
mess.  We  were  naive  then." 

Naive,  maybe,  but  discouraged, 
no.  Goldbium  &  Co.  kept  plug- 
ging. Still  it  wasn't  until  18 
months  later  that  Equity  Funding 
was  able  to  begin  selling  again. 
Even  before  then,  a  number  of 
discouraged  salesmen  had  left  the 
company,  because  a  third  problem 
had  appeared:  the  stock  market  re- 
cession of  1962.  New  sales  became 
difficult,  with  mutual  funds  falling 
in  value,  and  earnings  plummeted. 

Undaunted,  Goldbium  plunged 
ahead.  He  bought  out  Piatt's  quar- 
ter interest  and  set  out  to  obtain 
more  financing  to  keep  the  opera- 
tion going.  Equity  Funding,  be- 
cause of  the  loans  it  makes  to  cus- 
tomers, needs  a  constant  influx  of 
new  capital,  but  no  one  was  will- 
ing to  provide  it.  Finally,  in  1964, 
Equity  Funding  found  an  vinder- 
writer:  Smallish  New  York  Securi- 
ties was  willing  to  help  raise 
money.  Equity  Funding  sold 
100,000  shares  through  that  under- 
writer at  $6  a  share.  Goldbium 
also  managed  to  place  a  $l-million 
subordinated  convertible  note  with 
Paul  Revere  Life's  John  Gosnell, 
one  of  the  most  successful  U.S. 
money  managers  {see  Forbes,  Feb. 
1, 1968),  and  Goldbium  was  on  the 
way. 

Next  he  bought  out  Cuthbertson, 
with  the  provision  that  Cuthbertson 
not  enter  the  business  on  his  own. 
Did   this   mean,    we   asked   Gold- 
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blum,  that  these  partners  were  so 
good  that  tliey  constituted  a  threat 
once  the>  left  the  company?  The 
iuiswer  did  not  surprise  us:  Gold- 
blum  is  no  shrinking  violet.  No, 
was  Goldbluni's  answer,  dismissing 
them  the  way  he  dismissed  Mc- 
Cormick:  "All  but  Riordan  were 
just  excess  baggage  I  inherited. 
They  just  didn't  have  it,  and  they 
had  to  get  off  a  moving  train."' 

The  train  from  then  on  really 
began  to  mo\e.  The  competition 
in  mutual  funds  and  insurance, 
says  Goldblum,  isn't  for  clients 
but  for  salesmen.  Being  a  salesman, 
Goldblum  knew  this  well.  And  he 
had  a  package  that  many  salesmen 
found  irresistible:  Fat  a)mmissions, 
ranging  as  high  as  70%  of  the 
first   year's  money. 

Most  delicious  of  all,  Equity 
Funding  sweetens  the  salesman's 
kitty  by  giving  him  options  on 
Equity  conmion  stock.  In  the  last 
two  >ears  Equity  Funding's  stock, 
listed  on  the  Amex,  has  soared 
from  $7  to  over  $70.  "To  make 
sure  we  keep  our  salesmen,"  said 
(ioldblum,  "we  don't  give  them 
the  full  benefit  of  the  option  plan 
for  about  five  years.  But  an  agent 
who  earned  S10,000  a  year  in  the 
years  1965,  1966  and  1967,  now 
has  options  worth  over  $160,000 
if  he  cashed  them  in  today. " 

Today  Equity  Funding  is  re- 
cruiting salesmen  at  the  rate  of 
about  150  a  month,  and  in  7 
years  Equity  has  built  up  its  sales 
force  from  under  200  men  to 
2,500  men.  By  the  end  of  last 
year  it  was  selling  individual  life 
insurance  at  an  annual  rate  of  $425 
million,  and  Goldblum  expects  that 
to  increa.se  by  50%  this  year.  Mu- 
tual fund  sales  too  have  soared, 
and  are  now  running  at  an  annual 
rate  of  over  $100  million.  Equity 
'Funding's  net  jumped  from  $800,- 
000  in  ,1965  to  about  $6  million 
last  year.  The  company's  stock  has 
grown  to  a  market  value  of  over 
$300  million,  of  which  Goldblum 
still  owns  1%. 

Furthermore,  Goldblimi  has  gone 
beyond  commissions  and  interest 
on  his  sales  and  loans.  He  now  has 
his  own  insurance  company,  Presi- 
dential Insurance,  and  a  savings 
and  loan.  Crown.  In  1966  he  start- 
ed his  own  mutual  fund.  Equity 
Growth  Fund,  with  the  talented 
Yura  Arkus-Duntov,  foimerly  of 
the  Dreyfus  Fund,  as  manager.  Be- 


fore 1966,  Equity  Funding's  cus- 
tomers primarily  owned  shares  in 
the  keystone  or  the  Axe-Houghton 
mutual  funds.  Tcxlay,  one-third  of 
the  "program"  accounts  own  Gold- 
blum's  Equity  Growth  Fund.  A 
few  months  ago  Goldblum  bought 
Investors  Planning  Corp.,  a  fund 
sales  organization  with  1,800  sales- 
men and  a  $100-million  mutual 
fund. 

In  addition,  Goldblum  has 
started*  a  kind  of  mutual  fund 
in  which  the  public  can  buy  part- 
nership interests  in  oil  driUing 
ventures,  and  he  has  set  up  a  sub- 
sidiary lo  move  his  equity  funding 
operation  into  Europe.  "We  want 
to  become  part  of  the  European  es- 
tablishment,"  he  said.  "We  will  staff 
the  bank  with  Europeans.  Then  we 
will  introduce  our  own  marketing 
techniques.  Europe  is  ripe  for  this 
sort  of  thing.  The  mass  of  the 
European  middle  class  is  getting 
some  money,  finally."  Bernie  Corn- 
feld,  look  out! 

"We're  not  only  generating  a  huge 
cash  flow,"  Goldblum  said,  "but 
we  were  able  to  borrow  $25  mil- 
lion in  Europe  in  January.  We  sold 
them  convertible  debentures,  which 
will  take  care  of  our  financing  for 
the  foreseeable  future.  It  gets  Euro- 
peans  familiar  with  us,   for  when 


we  really  move  into  Europe." 

We  then  asked  a  very  nasty 
question:  "What  about  the  Federal 
Reserve's  plan,"  we  asked,  "to 
place  equity  funding  under  stock 
margin  requirements?  Wouldn't  this 
force  your  customers  to  put  up 
much  more  equity  for  a  given  in- 
surance premium?" 

Goldblum  was  ready  for  that. 
"It  wouldn't  cut  down  on  our 
new  sales  at  all, "  he  said.  "We've 
got  another  program  drawn  up 
just  in  case,  but  it's  real  cute,  and 
it's  kind  of  a  secret." 

Finally,  we  said  to  Goldblum, 
"you  know,  your  whole  operation 
is  tied  directly  to  the  stock  market." 

'What's  your  question?"  he 
snapped  back. 

We  asked  it  a  sour  stock  market 
wouldn't  bring  a  halt  to  his  growth, 
lose  him  many  of  his  salesmen, 
and  ruin  many  of  his  present  cus- 
tomers' financial  futures. 

"Obviously, "  Goldblum  said,  "a 
sour  stock  market  would  slow  our 
new  business.  "Only  slow  it?"  we 
asked.  "Wouldn't  the  leverage 
work  the  other  way?" 

"A  bad  stock  market  would 
hurt, "  he  conceded.  "This  is  why 
we  have  set  up  an  insurance  com- 
pany, a  mutual  fund,  an  oil  ven- 
ture, and  a  European  venture. 
Look,  our  success  hasn't  just 
been  a  matter  of  luck.  We  planned 
it,  and  worked  hard.  We  have 
grown  geometrically  because  of 
the  conditions  over  the  past  five 
years.  But  we've  grown  because 
we  planned  it  that  way.  Now 
we're  planning  for  the  Seventies." 

That's  the  thing  about  the  Stan- 
ley Goldblums  of  this  world:  They 
refuse  to  believe  that  luck  plays  a 
major  part  in  their  success.  They 
tend  to  attribute  it  all  to  their  own 
brains  and  energy.  Which  is  why 
they  move  ahead  so  fast.  And 
which  is  why  they  sometimes  fall 
on  their  faces  when  things  start 
going  wrong.  Frankly  we  don't 
know  how  the  Goldblum  saga  is 
going  to  end,  but  we  do  know  that 
Goldblum  can't  stop  with  what 
he's  got  now. 

We  asked  Goldblum  if  he  ever 
thought  of  taking  six  months  or  a 
year  off  at  Acapulco.  "Acapulco?" 
he  said,  appalled  at  the  thought. 
"Me?  I'm  only  42  years  old.  I've 
got  more  to  do  than  I  ever  had  to 
do.  What  would  I  do  for  six 
months  in  Acapulco?"  ■ 
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The  Dimensions  of  American  Business 


The  First  Annual 

Forbes  "500"  Directory  Issue 

May  15, 1969 


The  Forbes  "500"  Directory  issue  will  appear  for  the  first  time  on  May  15,  1969. 

Whereas  for  twenty-one  years  our  January  1  Annual  Report  issue  has  been  essentially  an  analytical  rating  of 
management  efficiency,  with  a  five-year  focus,  the  Forbes"500"  Directory  issue  will  be  a  detailed  review  of  the 
official  figures  for  the  year  just  passed.  If  the  Annual  Report  is  a  kind  of  motion  picture,  the  Directory  issue  will 
be  a  dramatic  snapshot. 

The  Forbes  "500"  Directory  issue  will  be  packed  with  useful,  significant  statistics  not  available  in  this  form 
anywhere  else.  It  will  comprise  an  historical  record.  Businessmen,  institutional  and  individual  investors  will  find  it 
an  indispensable  reference  work. 

The  Forbes  "500"  Directory  issue  will  contain  four  basic  rankings.  In  order  of  size  will  be:  (1)  The  500  biggest 
American  corporations  in  sales.  (2)  The  500  largest  in  net  profits.  (3)  The  500  largest  in  assets.  (4)  The  500 
largest  in  stock  market  value. 

Why  four  separate  rankings?  Because  Forbes  does  not  feel  that  any  one  dimension  — revenues,  assets,  market 
value,  profits  — is  by  itself  the  ultimate  measure  of  a  corporation's  importance.  Moreover,  the  four  lists  will 
reveal  some  interesting  contrasts. 

All  together,  something  like  800  major  corporations  will  be  covered  in  the  four  Forbes  "500's."  Again,  recog- 
nizing the  trend  toward  diversity,  toward  multi-industry,  multi-market  corporations,  Forbes  will  not  restrict  these 
rankings  to  industrial  corporations;  financial,  transportation  and  retailing  corporations  will  be  included. 

The  editors  of  Forbes  search  constantly  for  new  ways  to  put  to  work  for  readers  their  knowhow,  and  know-where. 

We  feel  that  the  May  15  Forbes  "500"  Directory  issue  will  round  out  the  magazine's  special  services:  its  Annual 
Report;  its  midsummer  Mutual  Fund  ratings;  and  now  its  annual  "500"  Directory.  The  Directory  issue  will  show 
how  big  businesses  are;  the  Annual  Report  shows  how  good  they  are. 

The  May  15  Forbes  "500"  Directory  issue  will  provide  an  exceptional  advertising  opportunity  for  all  companies 
wishing  to  communicate  their  progress,  products  or  philosophies  in  an  unusually  significant  and  long-lasting 
editorial  environment. 


Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 


NOW  —  for  the  first  time  —  you  can  get 
comprehensive  advance  reports  on  all... 

New  Issues 

...covering  every  company  about  to  "go  public" 
with  an  initial  offering  of  registered  stock 


The  highly  volatile  new-issue  market  has  long  been  riddled  by 
rumors-of  what's  "hot"  and  what's  not.  Facts  have  been  hard  to 
come  by  in  a  form  convenient  for  investors  who  wish  to  keep 
up  with  the  flock  of  companies  continually  "going  public." 
Now,  the  facts  you  need  to  "screen"  new  issues  can  be  right  at 
your  fingertips,  thanks  to  a  new  "landmark"  undertaking  in 
financial  publishing-the  weekly  NEW  ISSUE  OUTLOOK-to  which 
scores  of  knowledgeable  securities  firms  have  already  subscribed. 
NEW  ISSUE  OUTLOOK  is  the  first-of-its-kind  complete  instant- 
reference  source  covering  all  companies  planning  to  make  ini- 
tial public  offerings  of  registered  stock  for  which  there  is  no  cur- 
rent market.  (Our  intensive  research  shows  a  total  of  close  to 
1,000  such  new  issues  in  1968  alone.) 

Advance  Information 

NEW  ISSUE  OUTLOOK  gives  you  authoritative  and  objective 
fact-filled  two-page  reports  on  each  company  "going  public"— 
well  in  advance  of  the  date  the  securities  are  offered  for  sale  to 
the  public— presenting  the  salient  facts  you  need  for  a  deep- 
probing  preliminary  assessment.  Partial  contents: 
WHAT  THE  COMPANY  DOES:  a  concise  summary  of  its  activi- 
ties, the  fields  in  which  it  now  operates  or  plans  to  move,  plus  a 
brief  history  of  its  inception  and  development  to  date. 
CUSTOMERS  AND  COMPETITION:  the  primary  markets  for  the 
company's  products  or  services,  the  nature  of  the  competition  it 
faces. 

OFFICERS  AND  DIRECTORS:  what  they  are  as  well  as  who  they 
are,  their  backgrounds,  remuneration,  other  company  affiliations. 
PRINCIPAL  STOCKHOLDERS:  their  names,  the  number  of  shares 
and  percentage  of  total  each  now  owns  and  will  own  after  the 
offering. 

USE  OF  NEW  MONEY:  how  the  company  will  deploy  the  funds 
generated  by  the  offering  (allocation  for  research,  debt  retire- 
ment, etc.). 

OPTIONS  AND  WARRANTS:  who  gets  what,  by  way  of  stock 
options  and  warrants,  including  any  special  arrangements  with 
the  underwriters. 

THE  OFFERING:  number  of  shares  offered,  par  value,  maximum 
offering  price,  approximate  offering  date,  the  underwriters,  date 
of  SEC  filing. 

CAPITALIZATION:  debt,  common  stock  and  preferred  stock  out- 
standing-both  currently  and  after  the  offering. 
Plus  a  comprehensive  INCOME  STATEMENT  covering  five  full 
years  (less  for  newer  companies),  plus  latest  figures,  and  a  de- 
tailed BALANCE  SHEET. 

Important:  NEW  ISSUE  OUTLOOK  does  not  offer  investment 
recommendations  of  any  kind.  The  reports  are  solely  for  the  con- 
fidential use  of  subscribers  and  may  not  lawfully  be  used  as  solici- 
tation for  the  securities.  Investors  considering  a  new  issue  should 
review  the  full  prospectus  before  acting. 

"After-Market"  in  New  Issues 

In  addition  to  the  advance  information  outlined  above,  NEW 
ISSUE  OUTLOOK  presents  every  week  a  revealing  computerized 
summary  of  the  post-offering  market--or  'after-market"-in  each 
of  the  300  most  recent  new  issues. 

This  special-data  report  shows  for  each  stock  (a)  latest  weekly 
price,  (b)  actual  and  percentage  price  change  from  preceding 
week  and  from   offering  price,   (c)  4-weck  and  12-week  moving 


Unconditional  Guarantee 

NEW  ISSUE  OUTLOOK  is  expressly  designed  for  sophisticated  in- 
vestors willing  to  assume  the  unusual  risks  inherent  in  the  volatile 
new-issue  market.  It  is  not  for  everyone.  If,  after  examining  NEW 
ISSUE  OUTLOOK  for  ihe  next  30  days,  you  find  it  is  not  for  you, 
we  shall  refund  the  money  you  paid  without  any  questions  or 
conditions. 


average  prices,  (d)  latest  12-month  per-share  earnings  and  P/E 
ratio,  and  (e)  current  market  value  of  all  shares  outstanding  and 
of  the  "float"  (shares  offered  publicly).  The  computer  also  segre- 
gates the  25  statistical  leaders,  and  25  most-lagging  issues,  in 
each  of  four  price-movement  categories. 

There  is  nothing  anywhere  we  know  of  that  compares  even  re- 
motely to  this  special  feature,  yet  it  comes  to  you  at  no  extra 
charge  as  a  regular  part  of  NEW  ISSUE  OUTLOOK. 

Computer  Report 

You  also  get  fully  computerized  weekly  price  reports  on  the 
"after-market"    in    the    300    most    recently    offered    new    issues. 
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Either  of  the  subscription  options  in  the  coupon  below  gives  you 
a  substantial  cash  saving  from  the  regular  rate.  And  with  either, 
you  get  a  30-day  full  money-back  guarantee  without  any  condi- 
tions attached.  So  if  you  think  NEW  ISSUE  OUTLOOK  might  be 
for  you,  use  the  no-risk  coupon  today  to  find  out. 
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The  Economy 


The  Cost  of  Conscience 


Welfare  paNments  in  some  states, 
notabl>  in  the  South,  are  on  the 
average  far  below  those  in  some 
northern  and  far  western  states. 
Robert  H.  Finch,  the  new  Secre- 
tary of  the  Department  of  Health, 
Education  &  Welfare,  commented 
on  the  inequity  last  month:  "W'e 
have  an  enormous  disparity  [in 
welfare  payments]  between  the 
states,  something  Hke  an  eight-dol- 
lar [average,  monthly,  per  person] 
contribution  in  Mississippi  and 
eighty  dollars  in  New  York.  This 
has  an  enomious  effect,  obviousK , 
on  the  flow  of  people — what  mo- 
tivates them  to  go  from  one  place 
to  another — and  it's  up  to  the  Fed- 
eral Ci()\ernment  to  rationalize 
these  dittereiices." 

Finch  ma\  ha\e  been  \oicing  a 
common  misunderstanding,  that 
people  migrate  toward  areas  with 
higlier  welfare  payments  because 
of  those  pa\inents.  The  e\idence 
suggests  otherwise.  For  e.xample, 
as  of  I96H-(>7,  onK  4''»  to  o'i  ol 
New  York  Clif\  welfare  recipients 
had  li\ed  in  the  cit>  less  than  a  \ear. 

The  truth  seems  to  be  that  peo- 
ple migrate  for  jobs,  not  welfare; 
it  just  happens  that  the  areas  with 
the  most  jobs  are  also  often  areas 
i)f  high  welfare  payments. 

There    are    other    and    equally 


glaring  inequities  that  have  de- 
veloped in  the  welfare  system.  For 
instance,  only  one-third  of  all  chil- 
dren classified  as  poor  are  eligible 
for  welfare  payments  that  are  in 
some  degree  financed  by  the  Fed- 
eral Government.  The  other  two- 
thirds  are  excluded  because  they 
live  in  families  that  are  headed  by 
a  man;  8.6  million  children  were 
disqualified  last  year  for  this  rea- 
son. As  a  result,  the  welfare  system 
is  often  in  the  dubious  position  of 
encouraging  family  breakups. 

Righting  these  inequities  may  be 
morally  desirable,  even  socially 
necessarj'.  But  one  thing  is  certain: 
It  will  be  costly.  The  Federal  Gov- 
ernment will  probably  soon  have 
to  pay  more  of  the  bill,  since  the 
cities  and  states  that  attempt  to 
meet  federalh  sanctioned  standards 
have  been  caught  in  a  spiral  of 
rising  welfare  applicants  and  stag- 
gering costs.  In  New  York  City, 
for  e.vample,  where  1  million  peo- 
ple receive  welfare,  the  applicant 
rate  has  tripled  since  1965.  In  five 
years  alone,  the  cost  ot  welfare  in 
the  city  has  quadrupled  and  now 
stands  aroimd  S2  billion  a  year. 

VN'hy  the  sudden  spurt?  Again, 
there  seems  to  be  nothing  dramatic 
about  the  answer.  Rather,  welfare 
seems  to  be  reaching  more  people 


who  are  qualified  to  receive  it.  To 
quote  a  recent  study  by  Irene 
Lurie  of  the  Brookings  Institute: 
"When  welfare  is  considered  more 
of  a  right  and  less  of  a  disgrace, 
people  who  are  eligible  will  tend 
to  apply  for  it." 

Given  rising  population,  price 
levels,  gross  national  product  and 
economic  expectations,  it  is  prob- 
abl>'  ine\itable  that  welfare  costs 
will  also  continue  to  rise.  For 
the  Federal  Government  to  assume 
the  entire  welfare  burden,  as  Gov- 
ernor Nelson  Rockefeller  is  asking, 
and  to  offer  eciually  high  allow- 
ances across  the  country  would  cost 
an  estimated  $15  billion  to  $17 
billion;  to  include  the  poor  children 
living  in  families  headed  by  a  man 
would  cost  some  $5  billion  more. 
By  contrast,  the  Federal  Govern- 
ment now  gives  only  $5  billion  in 
welfare  funds  to  states  and  cities. 

The  difficulty  is  that  welfare 
costs,  like  those  for  defense,  are 
inherently  inflexible,  responding 
neither  to  the  level  of  the  economy 
nor  to  fluctuations  in  prices,  and 
so  would  inevitably  introduce  rigid- 
ities into  the  economy,  the  con- 
secjuences  of  which  are  impossible 
to  foresee.  But  that  does  not  make 
them  any  less  inevitable.  As  Finch 
remarked  of  equalizing  welfare 
payments,  "I  think  you're  going 
to  come  down  the  road  to  a  federal 
Hoor  of  .some  kind."  ■ 
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Composed  of  the  following:  * 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) ' 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  private  nonfarm  housing  startsj 

Consumption 
How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 
To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  Nov/  costly  are  services?  (Dept.  ol  Commerce 


DEC 121.8 

JAN 123.4 

FEB 126.0 

MAR 128.3 

APR 129.3 

MAY     130,1 

JUNE     131.1 

JULY    132.3 

AUG 133.3 

SEPT 133.7 

OCT 135.0 

NOV 135.9 

DEC 136  6 

JAN.  (pre.)   .136.8 


service  price  index  velated  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ot  Labor  initial  unemployment  claims; 


'Components  marked  (•)  reflect  recent  revisions  in  Government  figures. 
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Telegr^o^vtli 


BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babsons  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day.  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babsons  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investmsnt  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growtti 
Portlolio  Service.  Dept.F-274 


Name- 


Street  &  No.- 
City 


MARKET  COMMENT 

By  L  0.  Hooper 


A  New  Growth  Field 


BABSOIV'S  REPORTS 

Ineor>poi>a.ted 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


Hi:(:.\i'sr:  the  mobile-home  industry 
seems  to  be  growing  faster  than  an\- 
other,  and  becau.se  of  tlie  spectacular 
helia\i()r  of  some  of  the  stocks  repre- 
sentati\e  of  it,  a  few  facts  may  be  of 
interest  to  those  wlio  are  interested 
in  growth  in\estments  and  willing  to 
pa>    high  multiples  to  acquire  them. 

Retail  sales  of  mobile  homes  now 
amount  to  over  a  billion  dollars  an- 
iiuallv.  NearK'  70?  are  purchased  by 
the  newly  married  or  by  retired  per- 
sons. Some  5  million  people  live  in 
them.  Prices  range  between  $4,000 
and  $13,000  per  unit,  with  the  aver- 
age imder  $6,000.  A  mobile  home, 
fulK  furnished,  costs  about  $8  a  square 
loot,  as  against  81.5,  unfurnished,  for 
con\entional  single  family  housing.  It 
is  estimated  that  there  are  about 
22,()()()  mobile-home  developments 
in  the  U.S.  The  monthh'  space  rental 
(with  utilities)  ranges  from  $30  to 
S60,  with  the  average  about  $40. 

I'^or  homes  selling  under  $15,000, 
ni()i)ile  homes  had  49%  of  the  total 
new-home  market  in  1963.  In  1967 
it  was  73%  for  mobile  homes,  27%  con- 
ventional. In  1967,  241,000  units 
were  produced,  or  11%  more  than  in 
1966;  but  in  1968  production  in- 
creased 31%  to  an  estimated  315,000 
units.  Some  of  the  less  enthusiastic 
followers  of  the  industry  predict  that 
production  in  1969  will  be  about  19% 
over  1968,  or  around  375,000  units. 
About  three  out  of  every  four  houses 
of  $15,000  or  less  this  year  will  be 
mobile  units. 

Appealing  but  Risky 

(lurrently  the  shares  of  mobile- 
home  makers  are  .selling  at  from  27 
to  35  times  preliminary  estimates  of 
1969  earnings,  and  at  37  to  79  times 
last  \ear's  per-share  net.  Man\'  of  the 
companies  are  small  and  regional  and 
most  of  them  in\olve  large  risks. 
Perhaps  the  most  representative  is 
PliiUjys  Industries  (52),  which  makes 
parts  and  equipment  for  most  of  the 
companies  that  sell  the  finished  prod- 
uct. Philips  earned  SI. 35  a  .share 
(adjusted)  in  the  vear  ended  Mar. 
31,  1968;  $1.85  is  estimated  for  fiscal 
1969,  and  Philips  should  show  $2.50 
for  fiscal  1970.  Perhaps  the  best  of 
the    finished    home    makers,    on    its 

Mr.  Hooper  is  associa'ed  with  the  New  York 
stock   Exchange   firm  of  W.   E.   Hutton   A   Co. 


record  and  its  distribution  of  geo- 
graphical risks,  is  Skyline  Homes 
(around  79);  its  shares  have  advanced 
almost  twentyfold  in  recent  years.  Sk\- 
line  will  probably  show  about  $2.25  a 
share  foi-  the  \ear  to  end  in  Ma\' 
as  against  81.20  (adjusted)  for  the 
previous  fiscal  period;  estimates  for 
fiscal  1970  run  all  the  way  from  S2.75 
to  $3  at  this  earl\  date. 

Some  of  the  other  better  companies 
would  appear  to  be  Champion  Homes 
(43),  which  apparently  earned  $1.50 
a  share  last  fiscal  \ear  as  against  51 
cents  the  year  before,  and  which  ma\' 
earn  $2  this  year;  Redman  Industries 
(44),  which  should  earn  about  $1.50 
in  fiscal  1969  vs.  49  cents  in  fiscal 
1968,  and  could  earn  SI. 80  in  fiscal 
1970;  Town  6  Country  (44),  which 
could  earn  about  S1.50  this  vear;  and 
Fleetwood  (37),  estimated  at  about 
$1.10  for  the  fiscal  year  to  end  Apr.  3. 

This  industry,  it  seems  '.o  me,  has 
been  growing  faster  than  computers, 
electronics  or  most  anything  else.  It 
is  new,  and  it  probabK  won't  grow 
(juite  as  fast  (on  a  percentage  basis) 
in  1969  as  in  1968.  It  is  seasonal, 
with  the  biggest  sales  in  the  middle 
third  of  the  year.  Most  of  the  stocks 
are  not  "seasoned,"  and  they  are  not 
what  one  would  call  "accepted "  b\' 
many  investors.  Because  of  extremeh' 
thin  markets,  prices  for  the  stocks 
fiuctuate  in  a  wide  price-arc.  Don't 
buy  them  unless  you  can  "take  pres- 
sure" without  flinching — but  the  fun- 
damentals are  appealing. 

This  is  not  a  time  when  analysts 
have  as  many  "ideas"  as  they  had 
in  the  last  half  of  1968.  It  seems 
difficult  to  find  things  about  which 
one  can  enthuse;  and  over  the  past 
50  years  I  have  found  this  situation 
suggests  at  least  a  flat  stock  market 
and  often  forecasts  a  further  decline 
in  prices.  E\en  the  growth  cult  is  ad- 
mitting that  growth  stocks  are  picked 
over,  although  the\'  are  still  not 
cheap.  There  is  more  interest  in 
the  conventional  stocks  like  the 
steels,  tiies  and  scattered  blue  chips 
that  sell  at  12  to  16  times  earnings. 
Stocks  of  this  kind  were  a  drug  on 
the  market  most  of  last  \ear  and 
nothing  short  of  poison  to  the  young- 
men-in-a-hun\  who  were  seeking  per- 
formance. 

Among  the  better  \alues,  I  would 
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mention  one  such  unglamourous  stock 
as  White  Motor  (50)  where  the  man- 
agement seems  to  think  there  might 
be  a  20"?  increase  in  profits  in  1969. 
There  is  also  Uniroyal  (31),  at 
about  15  times  earnings;  Republic 
Steel,  Sational  Steel,  U.S.  Steel,  In- 
land Steel  (all  at  around  10  or  11 
times  earnings);  Swift  6-  Co.  (32), 
which  certainly  is  essentialK  cheap 
against  Armour  at  70;  Standard  Oil 
of  Sew  Jerwij  (81);  Eagle-Picher 
(31);  Firestone  (61);  National  Cash 
Register  (118),  which  probably  had 
a  cash  flow  of  around  S14  a  share 
last  year  even  though  reported  earn- 
ings were  down  around  $3.75  a  share 
due  to  two  strikes;  El  Paso  Natural 
Gas  (24);  Southern  Pacific  (46), 
which  on  the  basis  of  performance 
over  the  past  decade  is  a  growth 
rail.  I  think  Chrysler  (53)  is  cheap, 
but  the  technical  position  of  the  stock 
is  poor  because  so  many  shares  right 
now  lack  a  permanent  home. 

No  Hurry  on  IBM, 

Although  tlie  company's  reported 
earnings  are  not  going  to  look  as 
good  in  the  period  right  ahead,  I 
think  I  woiild  begin  to  pick  up  Inter- 
national Business  Machines  if  it  gets 
down  in  the  250-275  range;  but 
there's  no  hurry.  .  .  .  Zayre  (54)  con- 
tinues to  be  about  the  fastest-growing 
retail  compiun^  of  any  size  and  is  not 
selling  as  high  as  it  should.  .  .  .  The 
broadcasters  have  not  lost  their  to- 
bacco advertising  yet;  but,  if  they 
should,  the\  ought  to  be  able  to  get 
other  business  to  replace  it  in  a  year 
or  less.  Some  think  the  tobacco  com- 
panies would  actually  eani  more  and 
sell  about  as  many  cigarettes  without 
T\'  advertising;  there  might  be  more 
brand  stability  than  there  is  now 
when  ever>-  tobacco  company  seems 
to  be  trying  to  get  sales  away  from 
competitors. 

As  for  the  market  as  a  whole,  it 
has  been  getting  nowhere,  with  the 
number  of  stocks  advancing  just  about 
equal  to  the  number  declining.  The 
dynamic  element  of  enthusiasm  is 
lacking.  The  economy  shows  few  con- 
vincing signs  of  deterioration,  but  I 
fee!  that  the  ma.ximum  impact  of  a 
new,  well-established  tight  credit  pol- 
icy and  (at  least  temporarily)  built-in 
fiscal  restraint  has  not  yet  been  felt 
either  in  the  economy  or  in  the  stock 
market.  Wall  Street  and  the  big  banks 
are  not  yet  out  of  their  paperwork 
jam,  and  the  Securities  &  Exchange 
Commission  is  rumored  still  to  have 
a  lot  of  brokerage-house  disciplinary 
actions  up  its  sleeve.  So  far,  all  of 
these  things  have  been  more  anti- 
bullish  than  bearish;  the  stock  mar- 
ket climate  is  hardly  stormy,  but 
there  is  a  good  deal  of  smog.  ■ 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  D 


No  D 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  D 


No  D 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
than  you  are,  "going  it  alone." 


Yes  D 


No  D 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
In  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  D 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  D 


No  D 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  D 


No  D 


7.  As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  D 


No  n 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  D 


No  D 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  oept.  mf-3oi 

Investment  Management  Div. 
Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name^ 


Address- 
City 


(please  print) 


-State- 


-Zip. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Lack  Of  Conviction 


The  stock  makket  has  not  done 
niucli  so  far  this  yeax.  It  had  a  few 
spells  of  weakness,  but  selling  never 
gathered  momentum  and  subsided  be- 
fore haiTTi  was  done  to  confidence. 
The  bulls  also  had  their  inning,  but 
did  not  really  score.  The  only  excite- 
ment was  provided  by  numerous  fierce 
battles  for  control  (Armour,  Piper, 
Sharon  Steel,  United  Fruit,  etc.)  and 
by  merger  proposals  that  resulted  in 
wide  price  movements — on  the  up- 
side when  all  went  smoothly,  and  on 
the  downside  when  the  engagement 
was  called  off. 

Aside  from  these  extraneous  factors, 
investors  have  been  reluctant  to  com- 
mit themselves.  Such  lack  of  convic- 
tion is  imderstandable.  Economists 
and  the  professional  mone\  managers 
also  wonder  where  we  will  go  from 
here.  Neither  the  surtax  nor  the  re- 
cent credit  tightening  has  had  any 
appreciable  effect  on  the  economy  so 
far.  It  is  still  buoyant  and  the  rela- 
tively low  rate  of  utilization  of  our 
manufacturing  capacit\'  is  probably 
due  to  a  shortage  of  qualified  labor 
rather  than   to  any  lack  of  business. 

Prices  keep  on  rising  and,  while 
everyone  is  worrying  about  inflation, 
no  one  really  knows  what  to  do  about 
it.  Credit  is  expensive  but  it  is  avail- 
Jible,  and  in  an  inflationary  climate 
this  is  all  that  matters.  So  long  as  the 
dollar's  buying  power  continues  to 
shrink  as  much  as  it  has  during  the 
past  year,  even  present  high  interest 
rates  will  not  deter  corporate  invest- 
ment. Always  remember,  the  net  in- 
terest cost,  after  taxes,  is  less  than 
lialf  the  rate  you  pay.  Therefore,  when 
prices  go  up  at  an  annual  rate  of  4% 
or  51,  even  an  8%  or  10%  interest  cost 
is  relatively  cheap,  and  borrowing  re- 
mains as  attractive  as  ever. 

Which  Way? 

The  reasons  for  the  stock  market's 
indecision  are  obvious.  On  one  side  is 
the  risk  that  the  Fed  will  have  to  step 
harder  on  the  brake  in  order  to  limit 
the  availability  of  credit.  This  would 
really  hurt  the  market.  On  the  other 
side,  there  is  doubt  that  anything 
drastic  will  be  done,  that  the  fear  of 
the  repercussions  from  unemplo>  ment 
and    social    problems    will    rule    out 

Mr.  Biel  is  a  partner  in  the  New  tork  Slock 
Exchange  firm  ol   Emanuel,   Deetjen  &  Co. 


severeK'  restrictive  monetary  and 
fiscal  policies.  Besides,  it  is  conceiv- 
able that  the  Paris  talks  will  eventually 
lead  to  a  cessation  of  hostilities  in 
\'ietnam,  and  this,  as  everybod\  be- 
lieves, would  be  very  bullish. 

Read  the  Footnotes 

Most  investors  have  an  entirely  un- 
warranted faith  in  reported  per-share 
earnings.  They  are  taken  at  face 
value  and  used  for  calculating  the 
price  earnings  ratio,  which  is  the  gen- 
erally accepted  basis  for  deciding 
whether  a  stock  is  cheap  or  dear.  The 
record  of  per-share  earnings  is  also 
used  to  determine  the  rate  of  annual 
earnings  growth,  and  this  in  turn  in- 
fluences the  decision  whether  a  stock 
is  entitled  to  a  high  or  low  price  earn- 
ings ratio. 

It  has  been  a  joke  of  long  standing 
among  analysts  that  you  need  not 
change  management  when  earnings 
are  unsatisfactory;  just  change  the 
accountants.  As  almost  anything  is 
permissible  as  long  as  it  is  spelled  out 
in  the  footnotes  to  the  financial  state- 
ments, accountants  have  a  wide  lee- 
way in  reporting  a  company's  prof- 
its. If  specific  policies  are  consistenth' 
followed,  as  for  instance  the  oil  indus- 
try's varying  methods  of  handling  in- 
tangible development  costs,  there  is 
no  reason  for  anyone  to  object.  But 
it  becomes  an  entirely  difl:erent  mat- 
ter when  a  major  change  is  made 
from  one  year  to  the  next. 

U.S.  Steel  recently  reported  earn- 
ings of  $4.68  a  share.  This  represented 
an  impressive  gain  over  the  preceding 
year's  $3.19  and  may  have  been  a 
major  reason  for  the  rise  in  the  price 
of  the  stock  close  to  its  best  level 
since  1966.  But  how  many  people  are 
aware  of  the  footnote  stating  that 
several  changes  in  accounting  in- 
creased net  income  by  894  million,  or 
$1.74  a  share?  Without  such  changes, 
U.S.  Steel  would  have  reported  a  de- 
cline in  earnings! 

Several  airlines  have  managed  to 
report  higher  earnings  (or  smaller 
losses)  by  the  simple  expedient  of 
lengthening  the  period  over  which 
their  planes  will  be  depreciated.  I  do 
not  suggest  that  these  companies  i»i- 
teml  to  mislead  the  investing  public. 
There  may  be  valid  business  reasons 
for  a  change  in   accounting  policies, 


but  since  the  public  rarely  reads  the 
small  print  of  the  footnotes,  there  is 
a  definite  danger  that  investors  will 
be  misled,  particularly  when  they 
generally  do  not  have  easy  access  to 
complete  information. 

Howard  Johnson  also  changed  its 
reporting  last  year.  In  1968  it  ex- 
cluded nonrecurring  gains  of  36  cents 
a  ^lare,  whereas  in  the  preceding 
year,  when  profits  were  not  good,  it 
had  included  such  gains  amounting  to 
•  13  cents  a  share.  Thus,  the  year-to- 
year  earnings  comparison  appeared  to 
be  much  less  favorable  than  it 
actually  was,  and  the  price  of  the 
stock  declined  sharpK . 

The  comprehensi\e  S&P  stock  av- 
erage is  still  within  a  few  percentage 
points  of  its  all-time  high  and  new 
stock  issues  are  as  hot  as  ever.  Mean- 
while, however,  some  very  damaging 
declines  are  taking  place  which  make 
technicians  wonder  whether  the  mar- 
ket is  really  as  healtln  as  it  appears. 
International  Business  Machine's  80- 
point  decline  since  last  summer  may 
lia\e  leasons  of  its  own,  and  the  .same 
thing  can  probably  be  said  about  such 
conglomerates  as  Litton,  LT\'  or 
Walter  Kidde.  But  the  list  of  major 
casualties  of  investment-grade  stocks 
is  lengthening,  and  it  is  not  confined 
to  an\'  particular  industry. 

Down  from  Their  Highs 

These  are  some  of  the  stocks  which 
are  down  anywhere  from  25%  to  well 
over  30%  from  their  1968  highs:  Al- 
lied Stores,  Bausch  &  Lomb,  Chrysler, 
Keri-McGee,  McGiaw  Hill,  National 
Cash  Register,  TRW — to  mention  just 
a  few.  Nothing  is  "wrong"  with  any 
of  them.  Some  of  them  did  not  live 
up  to  earnings  expectations,  and  there 
is  no  greater  sin  for  an\'  growth  com- 
pany than  to  sufter  a  slowdown  in  its 
growth  rate.  In  the  case  of  Chr\sler, 
it  was  the  slippage  of  a  couple  of  per- 
centage points  in  its  share  of  the  au- 
tomobile market;  but  how  seriously 
should  one  take  the  sales  statistics  for 
just  a  few  months? 

I  belie\'e  that  the  mutual  funds  are 
largely  responsible  for  some  of  these 
wide  price  movements.  When  their 
attection  cools  off,  the  darlings  of 
\esteiday  will  be  damped  as  if  they 
had  the  plague.  Judging  b\  last  year's 
mediocre  performance  of  man\"  of  the 
\er\'  largest  funds,  the  timing  seems 
to  luue  been  an\  thing  but  flawless, 
suggesting  that  the\  bought  some  of 
these  stocks  when  the\'  were  near  the 
peak  of  popularit\  and  sold  them 
when  they  were  on  their  way  down. 
I  doubt,  therefore,  that  the  individual 
investor  will  derive  much  benefit  from 
published  reports  of  what  the  funds 
ha\e  been  doing.  ■ 
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STOCKS  TO  SPLIT 
Before  JUNE  1 


Recently  we  advised  our  clients  about  six  com- 
panies which  have  publicly  announced  they  will 
split  their  stocks,  subject  to  stockholder  approval. 
Many  investors  are  keenly  interested  in  stocks 
about  to  be  split — and  for  good  reasons.  In 
general: 

1.  It's  a   promising   sign  that   the  company  is 
prospering. 

2.  Companies   will   often,    but   not   always,   in- 
crease the  dividend  rate. 

3.  The  new  lower  price  frequently  increases  de- 
mand for  the  stock. 

But  because  there  are  differences  of  opinion  as 
to  the  actual  value  of  stock  spUts,  we  made  some 
studies  on  them.  We  found,  on  the  average,  that 
stocks  which  had  split  increased  in  price  at  a 
much  faster  pace  than  the  Dow-Jones  Industrial 
Average. 

For  example,  in  a  selected  period  between  Octo- 
ber 20,  1967  and  June  28,  1968,  we  published  the 
names  of  94  stocks  to  be  split  at  a  specific  date. 
From  the  date  which  these  stocks  appeared  in 
our  Forecasts  to  December  31,  1968,  they  ad- 
vanced 28.05°o  on  the  average  compared  to  an 
advance  in  the  Dow-Jones  Industrial  Average  of 
only  7.38 °o. 

Now,  please  remember  this.  There  are  many 
exceptions  to  our  general  comments  about  stock 
splits.  And  never  buy  a  stock  solely  because  it  is 
to  be  split.  But  many  investors  are  interested  in 
splits  and  believe  they  offer  interesting  opportun- 
ities. That  is  why  we  offer  you  this  list  with  your 
trial  subscription. 

We'll  be  happy  to  send  you  the  list  of  6  STOCKS 
SPLITTING  BEFORE  JUNE  1  when  you  mail  the 
card  attached.  (This  list  has  been  previously  sup- 
plied our  regular  subscribers  as  part  of  the  weekly 
Forecasts.)  You  will  also  receive  the  Dow  Theory 
Forecasts  for  the  next  4  weeks  on  our  Introductory 
Trial  Offer. 


$6  At  Regular  Subscription  Rates  —  Only  $1 

This  30  day  subscription  lo  Dow  Theory  Forecasts  is  a  S6  value 
based  on  regular  subscription  rates,  but  lor  this  trial  all  we  ask  is 
SI  —  -  which  will  be  promptly  refunded  if  you  are  not  completely 
satisfied. 

3  STOCKS  UNDER  $10 
Advice  On  22  Volatile  Issues 

Finally,  we  will  send  you  2  lists  which  have  been  previously 
supplied  to  our  regular  subscribers  as  part  of  the  weekly  Forecasts: 
(1;  our  advice  on  30  low  priced  stocks  with  3  still  under  SIO  and 
I2j  our  buysell-hold  advices  on  22  Volatile  Issues.  These  will  be 
mailed  as  part  of  this  offer.  Fill  out  and  return  the  attached  card  today. 
No  salesman  will  call  and  there  is  no  further  obligation  in  any  way. 
(Offer  open  to  new  readers  only.) 


MAIL  POSTPAID  REPLY  CARD  TODAY  for  all  this  information 


Included  in  the  v/eekly  Forecasts,  which  you  will  receive 
(not  every  one  is  covered  each  week): 
1.  THE  STOCK  SERVICE  DIGEST  ^      a  weekly  con- 
sensus of  what  25  other  well  known  Investment 
Services  are  recommending. 

2.  WEEKLY  STOCK  MARKET  C0IVIME.;TARY  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS^  four  special  sug- 
gested portfolios  based  on  total  investments  of 
Sl.OOO;    S5.000;    SIO.OOO    and    325,000. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  lists  for  both  the  conservative 
and  more  speculative  investors. 

5.  OVERSEAS  REPORT  —  Direct  from  London  each 
month. 

6.  GROWTH  STOCK  RECOMMENDATIONS  a  study 
of  stocks  that  we  believe  show  good   "growth" 

possibilities. 


for  the  next  four  weeks,  are  the  following  features 

7.  OVER-THE-COUNTER  LIST  -  -  many  lesser  known 
stocks  sold  "over-the-counter,"  oftentimes  present 
opportunities  to  the  investor. 

8.  CURRENT  BUSINESS  OUTLOOK  a  regular  look 
at  current  trends  in  business,  industry  and  com- 
merce. 

9.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  us  to  have  potential. 

10.  OUR  EUY-SELL-HOLD-SWITCH  ADVICES  -  on  700 
individual  stocks. 

1  1  .•  GROUP  STUDIES  --  shows  comparative  price  per- 
formances of  78   industries  and  over  600   stocks. 

12.  NEW  STOCK  RECOMMENDATIONS  --  These  are 
stocks  we  are  adding  to  our  list  —  and  why  they 
are  being  added. 

13.  NEWS  HIGHLIGHTS  —  current  reports  on  certain 
recom.mended  stocks. 


DOW  THEORY  FORECASTS,  INC. 


P.  0.  Box  8309,  Chicago,   Illinois  60680 


FORBES,  MARCH  1,  1969 


77 


income 

tax 
time .  • . 


It  will  be  increasingly  difficult  to  re- 
duce \oiir  income  taxes  in  1969.  The 
prime  interest  rate  has  increased  twice 
in  the  past  few  months,  and  man>' 
economists  believe  it  will  reach  8%. 
Money  is  tight.  Now  is  the  time  to 
act  to  reduce  your  1969  income  taxes. 
Financial  Concepts  specializes  in  per- 
sonal financial  management  for  in- 
dividuals with  moderate  to  high  in- 
comes. Our  program  of  financial  plan- 
ning seeks  to  conserve  your  income. 
Our  unique  tax  shelter  investment 
program  of  depreciable  real  property 
and  mutual  funds  could  provide  you 
with  outstanding  growth  and  income 
and  an  excellent  hedge  against  infla- 
tion. Contact  Financial  Concepts  to- 
day! 

Write  Today  for 

Free  Information 

on  Tax  Shelter 

Investments  and 

Financial  Planning 

f— -  —  —  —  —-  —  —  —-  — 

I    Mail  to  the  Financial  Concepts 
I  office  nearest  you. 

I  Please  send  me  information  on  Tax 
Shelter  Investments  and  Financial 
I  Planning,  with  no  obligation. 

I  Name 

I  Address 

I  City 


State. 


-Zip- 


I  Phone 

I  Occupation. 
L 


D-1 


^^Financial  Concepts,  Inc. 

LOS  ANGELES 

Suite  520,  Kirkeby  Center 

10889  Wilshire  Boulevard 

Los  Angeles,  California  90024 

(213)  GR  3-0901  or  TR  9-0333 

SAN  FRANCISCO 

Suite  730 

44  Montgomery  Street 

San  Francisco,  California  94104 

(415)  391-0433 


CHICAGO 

Suite  618 
430  North  Michigan  Avenue 
Chicago,  Illinois  60611 
(312)  828-9240 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Maybe  You  Better  Believe  It 


f 


The  recovery  in  stock  prices  from 
January's  low  may  go  down  in  market 
annals  as  the  rally  of  the  skeptics.  A 
great  many  investors  and  perhaps 
even  more  speculators  seemed  un- 
willing to  believe  that  the  anti- 
inflationary  intentions  of  the  Federal 
Reserve  Board  were  sincere,  or  that, 
if  they  were,  they  had  much  chance 
of  succeeding.  This  attitude  was 
bolstered,  moreover,  by  talk  that 
official  projections  of  a  federal  bud- 
get suiplus  for  the  current  fiscal  year 
and  for  1969-70  were  overly  optimis- 
tic, in  which  case  little  had  to  be 
expected  in  the  way  of  fiscal  restraint. 

Insofar  as  it  may  have  led  people 
to  anticipate  inflation-borne,  new 
bull-market  highs,  this  skepticism 
could  prove  costly.  For  one  thing,  it 
ignored  the  risk  that  monetary  re- 
straint could  soon  become  more  force- 
ful and  less  gradual  because  the 
Federal  Reserve  might  strive  to  de- 
stroy all  doubt  concerning  its  effec- 
tiveness and  its  avowed  purpose  and 
determination.  For  another,  it  dis- 
regarded the  probability  that,  if  the 
prospect  of  fiscal  restraint  is  indeed 
remote,  the  Fed  would  find  it  neces- 
sary to  tighten  money  and  credit  that 
much  more  than  originally  planned. 
But  perhaps  most  important,  it  flew 
in  the  face  of  hard  evidence  that  the 
Fed's  first  anti-inflation  measures  had 
really  begun  to  bite. 

It  is  now  clear  that  the  money 
supply  contracted  quite  sharply  in 
January,  falling  to  its  lowest  level 
since  about  mid-November.  Similarly, 
Federal  Reserve  credit — broadly,  the 
total  of  all  funds  supplied  by  the  Fed 
to  the  bank  system — had  dropped 
back  to  its  levels  of  last  autumn.  And, 
in  a  presumably  related  development, 
the  seasonal  January  decline  in  total 
bank  credit  was  conspicuously  wider 
than  during  the  comparable  periods 
of  1968  and  1967.  With  seasonal  fac- 
tors now  favoring  a  rise  in  credit 
demands,  the  Fed's  squeeze  could 
soon  become  more  painful. 

If,  as  an  investor,  you  are  im- 
pressed with  the  so-called  Chicago 
School  of  monetary  theory  {see 
Forbes,  ]an.  1,  p.  228),  these  trends 
should  make  you  distinctly  uncom- 
fcrtable.  The  monetarists  have  demon- 
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stiated  that  changes  in  the  money 
■supply  tend  to  make  an  immediate 
and  lasting  impact  on  the  trend  of  the 
gross  national  product;  they  have  also 
demonstrated  a  lack  of  reliable  cor- 
relation between  fiscal  restraint  or 
stimulus  and  changes  in  the  GNP. 
Thus  recent  and  further  monetary  re- 
straint would  lead  you  to  expect  a 
slowdown  in  the  economy's  growth 
soon  and  for  the  rest  of  1969. 

Adverse  Influence 

For  the  stock  market,  tighter  money 
and  credit  can  have  a  directly  ad- 
verse influence  because  it  tends  to  cut 
into  the  flow  of  funds  avaflable  for 
investment,  to  mobilize  the  supply  of 
stock  while  impeding  the  demand. 
But,  as  far  as  I  can  see,  the  market  is 
iU-prepared — both  psychologically  and 
teclinically — for  such  a  shift  in  basic 
supply-demand  relationships.  At  year's 
end  the  mutual  funds'  collective  re- 
serves of  cash  and  equivalents  were 
down  to  67c  of  total  net  assets,  leaving 
them  with  but  a  fraction  of  tlie  huge 
excess  buying  power  they  had  in 
March  1968,  when  the  Dow  was 
about  to  stage  a  160-point  advance. 

Otlier  institutional  investors,  es- 
pecially if  they  begin  to  take  tlie  anti- 
inflation  campaign  at  face  value, 
could  be  expected  to  chamiel  more  of 
tlieir  cash  flow  into  bonds  and  less 
into  stocks  than  was  tlie  case  last 
year.  The  same  could  be  true  of  over- 
seas investors,  who  made  a  large  con- 
tribution to  the  1968  rise  in  stock 
prices.  Nor  is  there  much  support  to 
be  expected  from  traders  waiting  to 
cover  short  positions:  The  January 
New  York  Stock  Exchange  short  in- 
terest was  equal  to  less  tlian  1.4  times 
average  daily  share  tmnover;  if  allow- 
ance is  made  for  large  (nonspeculative) 
arbitrage  short  positions,  the  "real" 
short  interest  ratio  was  considerably 
nearer  the  1.0  times  which  teclmicians 
regard  as  bearish.  In  March  1968, 
after  tliree  montlis  of  falling  prices,  it 
was  an  encouraging  2.17  times. 

Under  these  circumstances  I  cannot 
rationally  expect  the  bull  market  to 
resume  any  time  soon.  More  likely  the 
intermediate  downtrend  from  last 
year's  highs  will  before  too  long  ex- 
tend into  the  Dow  870-900  range; 
whether  that  might  be  the  end  of  it 
would  then  remain  to  be  seen. 
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DO  YOUR 
STOCKS 
SUIT  YOU 
NOW? 

//  you  are  puzzled  by  this  question,  you  are  not  a  sub- 
scriber to  The  Value  Line  Investment  Survey. 

Value  Line  subscribers  find  out  if  a  stock  is  suitable  for 
them  by  using  Value  Line's  objective  determinations  of 
probabilities  to  ascertain  if  the  evaluations  of  particular 
securities -based  on  the  probabilities  — are  consistent 
with  their  own  personal  investment  goals. 

For  example.  If  your  main  objective  is  income  and  XYZ 
company  appears  to  look  very  favorable  for  capital  ap- 
preciation in  the  next  12  months  but  its  yield  is  presently 
I'^c  and  does  not  seem  likely  to  increase  in  the  coming 
year,  this  stock  is  not  suitable  for  you.  Yet  your  best 
friend  may  be  primarily  interested  in  growth  within  the 
next  year.  For  him  XYZ  company  is  suitable.  You  may 
rightly  say:  that  is  all  well  and  good . . .  but  before  1  can 
even  determine  whether  a  stock  is  suitable  for  me  I  must 
be  able  to  evaluate  the  potential  of  a  particular  stock  for 
me  in  terms  of  probable  market  performance,  apprecia- 
tion, income  and  quality.  And  furthermore,  I  should 
know  how  XYZ  company's  probable  performance  stacks 
up  against  other  stocks,  because  there  are  a  tremendous 
number  of  securities  I  can  examine  before  making  an  in- 
telligent decision.  However,  how  can  I  obtain  this  kind 
of  iniformation  without  devoting  hundreds  of  hours  I  do 
not  have,  even  assuming  I  knew  how  to  formulate 
proper  determinations  on  specific  stocks? 

Well,  that  is  where  The  Value  Line  Investment  Survey 
comes  in.  Each  week  Value  Line— alone  among  advisory 
services— systematically  rates  each  of  1400  stocks,  rela- 
tive to  the  others,  into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  jjerformance  in  the 
next  12  months 

2.  Its  appreciation  potential  3  to  5  years  hence 

3.  Its  income  (yield )  in  the  next  12  months 

4.  Its  quality  ( i.e..  its  dependability  over  the  very 
long  term— beyond  5  years ) 

Each  stock  is  rated  from  I  (Highest)  to  V(  Lowest)  for 
12-month  performance.  3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A  plus  to  C  minus  for  quality. 
The  1400  stocks  include  nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Exchange  plus  about  300 
on  the  American  Exchange  and  the  OTC  markets. 

To  determine  if  a  particular  stock  is  suitable  for  you 
when  you  are  a  Value  Line  subscriber,  all  you  do  is  apply 
the  Value  Line  suitability  test.  It  takes  only  a  minute. 
Each  Roman  numeral  in  the  first  three  ratings  and  each 
letter  in  the  quality  grading  is  equated  to  an  Arabic  index 
number  as  follows: 


I 

(5) 

A-f,A 

5     5 


II 

(4) 

A-,B+ 

4       4 


III 

(3) 
B 
3 


IV 

(2) 
B-,  C+ 

2     2 


V 

(1) 

c,c- 

1    1 


When  you  desire  to  know  how  suitable  a  stock  is  for  you 
in  terms  of  your  personal  investment  goals  at  any  time, 
you  weight  the  Arabic  index  numbers  as  follows:  the 
index  number  which  corresponds  to  your  most  important 
personal  investment  goal  is  multiplied  by  11;  next  most 
important  by  6;  next  by  2;  and  your  least  important  by 
1.  For  example,  suppose  your  most  desired  goal  is  Qual- 
ity (dependability  over  the  very  long  term).  Your  next 
most  important  goal  is  performance  over  the  next  12 
months;  next,  3-5  year  appreciation;  and  yield  ( income ) 


in  the  next  12  months  is  least  important.  That  being  the 
order  of  your  personal  preferences,  you  would  compute 
the  suitability  of  a  stock  which  happens  to  have  a  Qual- 
ity grade  of  A,  a  12-month  Performance  rating  of  V,  a  3-5 
year  Potentiality  Rating  of  II,  and  a  Yield  Rating  of  IV, 
as  follows: 


Quality 

A 

5x11 

=  55 

12  months  performance 

V 

1x6 

=    6 

3  to  5  year  appreciation 

II 

4x2 

=   8 

Yield— next  12  months 

IV 

2x1 

=    2 

SUM 

=  71 

A  score  of  100  would  be  perfect;  60  average;  20  the  lowest 
possible.  If  you  ranked  your  investment  goals  in  a  differ- 
ent order,  the  suitability  score  of  the  very  same  stock 
would  be  different,  too.  For  example,  suppose  your  best 
friend  decided  that  year  ahead  performance  was  his  most 
important  goal,  yield  his  next,  then  3-5  year  apprecia- 
tion, and  least  important,  Quality.  The  sum  of  his  suit- 
ability score  would  be  36  against  your  71.  Therefore,  the 
same  stock  would  be  almost  twice  as  suitable  for  you  as 
for  him.  Value  Line  ratings  are  recomputed  every  week 
to  reflect  changes  in  price  and  earnings.  Therefore,  when 
you  are  a  Value  Line  subscriber  you  should  review  your 
portfolio  periodically  to  make  sure  that  your  stocks  are 
systematically  lined  up  with  your  own  investment  objec- 
tives at  all  times. 

Not  every  stock  will  always  perform  in  accordance  with 
its  ratings.  But  such  a  high  percentage  have  in  the  past, 
for  reasons  that  are  logical,  that  the  probabilities  stand 
strongly  in  favor  of  the  predictions  given  by  the  ratings. 
Besides  the  weekly  ratings,  Value  Line  publishes  quar- 
terly full-page  research  reports  on  each  stock  and  more 
often  if  evidence  requires  it.  A  suitability  table  is  printed 
on  the  face  of  each  quarterly  report.  It  contains  the  index 
numbers  applicable  to  the  stock.  All  you  have  to  do  is 
put  in  your  appropriate  weights,  multiply,  and  add  up 
the  score. 

In  order  to  start  putting  your  stocks  to  the  suitability 
test,  just  fill  in  the  coupon  below.  If,  for  any  reason, 
Value  Line  should  fail  to  meet  your  expectations,  return 
the  material  within  30  days  and  your  money  will  be  re- 
funded in  full  and  at  once.  You  may  receive  Value  Line 
for  the  term  you  check— one  year  for  $167,  three  months 
for  $44,  or  four  weeks  for  $5.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups . . .  plus  the 
24-page  Weekly  Summary  of  Advices  &  Index,  which 
contains  the  latest  ratings  for  all  1400  stocks.  Here  you 
can  check  to  see  if  there  have  been  any  changes  in  the 
ratings  that  will  necessitate  your  applying  a  new  suit- 
ability test  to  a  particular  stock.  In  addition,  you  receive 
weekly  the  8-page  Selection  &  Opinion  editorial  section 
. . .  plus  the  monthly  Special  Report  on  insider  transac- 
tions and  the  quarterly  Special  Report  on  mutual  fund 
transactions  issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription.  Value 
Line  will  ship  to  you  immediately  the  2-volume  Investors  Refer- 
ence Library,  which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  published  prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  already  had  such  a  4-week 
subscription  within  the  past  six  months. 


□  ONE  TEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-$  44 
(13 


(13  EDITIONS) 


Send  mt  the  complete  service  for  the  term  checked  plus 
-as  a  tmnus-the  2-volume  Inwstors  Reference  Library 
consisting  ot  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
G  Payment  enclosed  C  Bill  mt 


D 


FOUR-WEEK  TRIAL- 

(4  EOrTlONS) 


$5 


S«nd  me  a  4-weel(  mtroduc 
lory    subscnptton    to   the    toll 

service   (Of   $5     i   enclose 

payment 


K  dissatisfied  for  any  reason,  i  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-tuck  guarantee 


Name  (please  pnnt). 


AA16-29 


Cty. 


.  Z'P. 


(Subscription  fees  are  deductibfe  tor  income  tan  purposes   NYC   residents, 
pfease  add  5%  safes  taji.  other  N  r  State  residents,  add  applicable  sa/es  fax  ) 
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NEW  PRODUCTS 

.  .  .  new  processes  .  .  .  new  markets 

—these  are  the  substance  of  dy- 
namic corporate  growth.  Only  one 
investment  service— NEW  VENTURE 
REPORTS— concentrates  exclusively 
on  these  important  developments. 

Each  monthly  issue: 

•  analyzes  at  least  four  small  or 
medium-size  OTC,  ASE,  and 
NYSE  companies  embarking  on 
new  ventures  that  could  have  a 
significant  impact  on  their  future. 

•  follows  up  previously  reviewed 
situations. 

—Mail  This  Coupon  Today— 

Fifth  Avenue  Financial  Centre 

San  Diego,  California  92103  F-31 

Enclosed  is  my  payment  for: 

□  Annual  Subscription — 11  issues — $65* 
D  Quarterly  Subscription — 3  issues — $25* 
*l  will  receive  the  previous  two  issues 
as  a  bonus. 
n    Introductory  Issue — $6 

Name 


.Address  _ 
City 


State _ 


-Zip- 


c 


subscription  may  not  be  assigned  without 
my  consent. 


I  WARRANTS | 

=  move  faster  and  further  than  any  other  type  of  g 

E  security — both  up  and  down.  Thus,  in  previous  g 

g  years.   General  Tire  &   Rubber   Warrants   moved  | 

g  frcm  4'/2  to  206  and  United  Air  Lines  Warrants  | 

1  from  4V4    to   126   amid   a   host  of   similar  e>-  g 

g  amples,   while  a   Martin-Marietta   Warrant  skid-  g 

g  ded   from  46 'A   to   14%   with  p!enty  of   down-  g 

§  side  company.  Since  the  outstanding  leverage  of  g 

S  Warrants  is  indisputable,  and  since  the  number  1 

g  of  actively-trading  Warrants  is  growing  rapidly —  g 

=  141  currently  that  ycj  should  linow  about — with  g 

H  more  tcp-flight  companies  issuing  Warrants:  AMK,  g 

g  Gu  f  &   Western,    Ling-Temco,    Loew's  etc- — you  g 

g  should  know  what  Warrants  are,  which  Warrants  g 

g  trade  in  today's  market,  and  the  basic  rules  for  g 

g  recognizing  opportunities  in  Warrants  (and  dan-  g 

=  g3rs)  when  they  occur.  g 

I  The  R.H.M.  Warrant  &  Stock  Survey  -f  Stocks  = 

=  Under   10,    is  one  of  the  largest  and   most  re-  g 

1  specled    investment   services   covering   the   War-  g 

f  rant  field,  with  more  than  two  decsdes  of  ser-  g 

g  vice  to  investors  under  the  editorship  of  Sidney  g 

I  Fried,  a  name  associated  with  the  Warrants  field  1 

=  in   eveiy  financial   center  of  the  western  world.  = 

g  Let  us  tell  you  how  our  service  approaches  devel-  i 

=  oping  opportunities  in  Warrants,   in  the  general  g 

I  stock  market,  and  in  "Stocks  Under  10".  There  i 

=  is  no  obligation,   and  there  is  no  cost  for  this  g 

g  vcluable  information,  yet  it  could  mean  a  great  g 

g  deal   to  you   in   the   active   markets  ahead.    For  g 

g  your  (tee  copy,   send   today  to  Warrants     Dept  i 

=  F-401.    R.H.M.    Associates,    220    Fi.'th   Avenue.  1 

g  New   York.  N.Y..    10001.  g 

yiiiiiiiiiiiiimiiiiiiiiiiiiiiiiiiiiiiiiiiii ii!ii:iiiiiiiiiiiiiiiiiiiiiiiiiii!iiiiiiiiiiiiii!i(iiiiii]|iiiiiiiiiiiiii|i||||||in' 


METAL  PRODUCTS  MANUFACTURERS: 

Do  Your  Competitors  Have  A  Mexican  Operation? 

Our  organization  can  get  your  company  established 

in    Mexico:    from    market    studies    to    determine    the 

value    of    a    Mexican    operation,    to    organizing    and 

operating    your  wholly-owned   subsidiary  and   selling 

its    production.    For   more   details,    without    cost   or 

oMi'jation,   write: 

Richard    M.    Sibley,     Insurgentes    Sur    4Z1-B-410 

Mexico  11,  D.  F.,  Mexico 


THE  MARKET  OUTLOOK 

By  Sidney  B:  Lurie 


A //-Weather  /n  vesting 


L.\ST  YEAR  proved  my  premise  that 
it's  far  more  important  to  be  right 
about  stocks  than  it  is  to  be  right 
about  the  stock  market.  The  15  best 
performing  groups  of  1968  showed 
gains  ranging  from  39%  to  86%,  where- 
as tlie  15  poorest  recorded  declines 
of  1%  to  25% — both  in  the  face  of  a 
7. .5%  gain  in  the  industrial  sector  of 
the  market  as  a  whole.  The  fact  that 
these  divergent  trends  have  continued 
in  the  opening  weeks  of  1969  raises 
almost  automatic  questions.  Is  the 
shift  in  issue  emphasis  primarily  a 
reflection  of  the  professional  investor's 
attempt  to  limit  downside  risk  by 
seeking  a  haven  in  heretofore  unex- 
ploited  situations?  Or  is  it  a  reflection 
of  something  much  more  fundamental, 
that  is,  a  major  change  in  investment 
attitudes? 

In  my  opinion,  the  answer  prob- 
ably involves  a  little  of  both  con- 
siderations. To  express  it  a  little  dif- 
ferently, the  shift  away  from  com- 
panies with  special  technological  ca- 
pabilities does  not  question  the  sound- 
ness of  the  concept  that  companies 
that  in  effect  can  control  their  destiny 
regardless  of  the  business  cycle  are 
entitled  to  a  special  premium.  Rather, 
the  fact  that  corporate  growth  this 
time  hasn't  been  an  automatic  key  to 
price  performance  probably  reflects 
two  considerations:  1)  In  these  days 
when  more  money  is  concentrated  in 
fewer  hands,  even  a  time-tested  rule 
can  be  carried  to  an  extreme.  2)  With 
all  companies  spending  huge  sums  on 
research  and  development,  technologi- 
cal capabilities  are  less  of  an  "exclu- 
sive" asset  than  in  the  past. 

Equally  interesting,  the  huge  new 
pools  of  equity-oriented  capital  that 
dominate  the  marketplace  apparently 
are  willing  to  look  beyond  current 
uncertainties.  The  one  proviso  is  that 
there  be  the  promise  of  a  gain  in  ag- 
gregate corporate  earning  power, 
which  is  the  over-all  prospect  for 
1969.  Currently,  for  example,  many 
professional  security  buyers  are  look- 
ing beyond  the  deflationary  forces 
stemming  from  fiscal  and  monetary 
restraint  to  the  benefits  accruing  from 
a  more  stable  price  structure. 

Perhaps  a  parallel  might  be  drawn 
with  the  airline  industry  in  the  sense 

Mr.  Lurle  is  a  partner  in  the  New  York  Stock 
Exchange    firm    of    Josephthal    &    Co. 


that  planes  today  fly  in  weather  that 
years  ago  would  have  resulted  in 
grounding  all  aircraft.  In  other  words, 
although  perfection  hasn't  been 
achieved,  the  visibility  now  is  greater 
than  ever  before.  In  like  vein  of 
thought,  the  professional  apparently 
believes  it's  possible  to  have  an  in- 
vestment policy  beyond  the  point 
that  would  have  spelled  a  flight  to 
cash  in  past  years.  One  reason  is 
that  the  economy  as  a  whole  has  a 
much  broader  base  than  ever  before 
in  the  nation's  history. 

Special  Pluses 

Apropos  the  foregoing,  there  is  rea- 
son to  believe  that  the  bear  market  in 
Aluininitm  Co.  of  America's  price- 
times-earnings  ratio  is  over.  For  one 
thing,  with  incoming  orders  strong 
and  the  industry  growth  trend  con- 
tinuing, there  is  a  possibility  of  record 
high  earnings  this  year,  perhaps 
$5.25-$5.50  per  share  as  compared 
with  $4.75  in  1968.  Second,  it  seems 
to  me  that  the  aluminum  industry 
won't  face  a  problem  of  excess  ca- 
pacity ( the  prime  reason  for  poor  earn- 
ings results  in  the  early  Sixties)  until 
the  Seventies.  Third,  there  may  be  a 
little  appreciated  real  estate  flavor  to 
Alcoa  in  the  sense  that  the  better  than 
$20  per  share  gross  book  value  of  the 
company's  equity  in  various  real  estate 
developments  probably  is  much  less 
than  going  market  values.  While  mort- 
gages would  shaiply  reduce  the  net 
per  share  value,  the  fact  remains  that 
the  company's  real  estate  interests 
ultimately  could  be  a  cash  realizable 
figure  of  some  importance. 

I  similarly  see  special  pluses  in 
American  Can,  which  to  me  are  more 
important  than  the  flat  1968-67  earn- 
ings performance  ($4.25  per  share  vs. 
$4.18).  Many  of  the  past  problems 
that  plagued  operations  either  have 
been  eliminated  or  have  passed  the 
point  of  major  impact.  Further,  I  be- 
heve  the  outlook  is  good  in  almost 
all  of  the  non-can  divisions.  Most  im- 
portant of  all,  about  half  of  American 
Can's  beer-can  facilities  now  have 
been  converted  to  its  patented  Mira- 
Seam  process,  which  this  year  should 
return  a  better  profit  margin.  And' 
the  soft-drink  can  market  offers  an 
untapped  potential.  I  can  visualize  a 
10%  earnings  gain  in  1969.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Caribbean  Prosperity 


The  ad\ext  of  the  jet  age  has  brought 
the  Caribbean  to  our  doorstep,  and 
the  sunny  islands  of  the  West  Indies 
have  become  the  playground  of  the 
Americas.  Jet  transport  has  also  begun 
to  displace  transatlantic  oceanliners, 
which  find  a  profitable  cruise  trade  in 
the  Caribbean.  I  ha\  e  alvva>  s  felt  that 
a  cruise  is  the  most  pleasant  and 
relaxing  means  of  enjoying  the  won- 
derful climate  of  these  islands,  and  I 
have  recently  returned  from  a  cruise 
on  the  Leonardo  da  Vinci.  This  holi- 
day strengthened  my  liking  for  this 
type  of  vacation — the  complete  luxury 
of  such  a  liner,  which  pampers  its 
passengers  with  service  and  food,  and 
achieves  a  divorce  from  reality  that  is 
such  a  pleasure  after  the  rush  of  New 
York  in  general  and  the  securities  busi- 
ness in  particular.  As  a  veteran  of 
many  cruises,  I  was  particularly  im- 
pressed by  the  lighthearted  atmo- 
sphere our  Italian  hosts  managed  to 
create,  one  that  is  conducive  to  leav- 
ing all  one's  cares  behind. 

But  a  Caribbean  cruise  also  gives 
one  a  rapid  view  of  several  islands, 
and  the  direct  and  indirect  impact  of 
the  increase  of  tourism  on  the  econ- 
omy of  these  islands  is  plainly  evident. 
From  the  point  of  view  of  the  visitor, 
an  increase  in  prosperity  is  not  neces- 
sarily a  blessing,  inasmuch  as  it  brings 
with  it  some  of  the  disadvantages  us- 
ually associated  with  'building  up'  a 
resort.  But  the  increase  in  the  stand- 
ard of  living  of  the  inhabitants  is  a 
blessing  that  is  very  real  indeed;  it's  a 
belated  beginning  in  a  field  where  a 
great  deal  remains  to  be  accomplished. 

Accelerated  Growth 

Over  the  last  two  decades  or  so, 
this  increase  in  prosperity  has  been 
perhaps  more  evident  in  Puerto  Rico 
than  in  any  other  of  the  Caribbean 
islands,  and  it  is  only  right  that  this 
should  be  the  case  since  Puerto  Rico 
is  a  territory  of  the  U.S.  The  climate 
has  brought  many  American  tourists 
to  Puerto  Rico,  and  some  of  them 
were  not  only  impressed  by  the  eco- 
lomic  potentials  of  the  island,  but, 
yen  more  important,  were  in  a  posi- 
n  to  do  something  about  them.  The 
Puerto  Rican  authorities  encouraged 
this  move  by  giving  attractive  tax  con- 
%ssions  to  the  inflow  of  capital.  The 
sconomic   giowth   of  Puerto   Rico   is 


bound  to  continue  in  the  coming  dec- 
ade at  an  accelerated  pace. 

Puerto  Rican  stocks  are  available  to 
the  American  public,  but  not  in  any 
abundance,  and  the  marketability  of 
some  of  these  issues  leaves  a  great 
deal  to  be  desired.  Would-be  investors 
could  look  into  the  potentialities  of 
Pueblo,  the  Puerto  Rican  supennarket 
chain,  the  shares  of  which  are  listed 
on  the  New  York  Stock  Exchange. 
Rcxach  Construction  has  a  market 
over-the-counter  in  New  York  but  not 
a  very  wide  one.  In  underdeveloped 
communities  on  the  road  to  acceler- 
ated growth,  I  believe  the  shares  of 
commercial  banks  afford  a  broad  par- 
ticipation in  the  potential,  with  a 
minimum  of  risk.  The  three  large 
banks  in  Puerto  Rico  are  Banco  Cred- 
ito.  Banco  dc  Ponce  and  Banco  Pop- 
ular. All  of  these  shares  are  quoted 
over-the-counter,  but  have  a  very 
small  market.  Banco  Popular  stole  an 
important  time  advantage  by  being 
the  first  of  the  Puerto  Rican  banks  to 
open  branch  offices  in  New  York  and 
to  finmel  the  savings  of  Puerto  Ricans 
living  here  to  the  development  of 
their  home  island. 

Another  island  where  progress  in 
the  economic  field  is  evident  to  even 
a  casual  visitor  is  Jamaica.  A  stock 
exchange  has  recently  been  opened  in 
the  city  of  Kingston,  and  the  shares 
of  some  40  companies  that  are  pub- 
licly hdd  are  traded  there.  Of 
these,  only  one,  Caribbean  Cement, 
has  American  Depositary  Receipts 
(ADRs).  This  stock  is  tiaded  in 
London  and  in  Canada,  as  well  as 
over-the-counter  in  New  York.  How- 
ever, Jamaica  Telephone  is  also  listed 
in  London,  and  has  a  market  in  New 
York.  Continental  Telephone  owns  the 
controlling  interest  in  this  company. 
Jamaican  Public  Services  is  a  Cana- 
dian-controlled electric  supply  utility, 
with  London  and  Canadian  markets 
and  some  New  York  interest.  These 
are  about  the  three  largest  of  the 
Jamaican  companies.  I  cannot  stress 
too  strongly  that  I  am  not  necessarily 
recommending  purchase  of  these 
shares;  I  am  merely  making  investors 
aware  of  the  names  of  a  few  Jamaican 
and  Puerto  Rican  companies  that  may 
merit  study  by  those  wishing  to  invest 
in  that  part  of  the  world.  ■ 


SIHNH  m  be  in 
slocks  or  cosh? 


Was  the  December-January  market  weakness  an 
early  warning  Signal  or  another  buying  opportunity? 
Is  It  time  to  commit  speculative  funds? 

INVESTORS  RESEARCH  REPORTS  take  a  positive, 
nohedge  stand  on  these  or  similar  questions  vital 
to  the  successful  investor  —  PLUS  —  reviewing 
trends  of  over  600  stocks  in  50  key  groups! 

Special  $1  Offer:  So  you  can  test  for  yourself  the 
value  of  these  reports,  IR  will  immediately  mail 
you  a  5week  trial  subscription  which  includes: 

■  Weekly  Market  Analysis  Report 

■  Model  Speculative  and  Investment  Accounts 

■  Copyrighted  :'rimary  Trend  Index 

■  Projected  Value  Reports 

■  Industry  Group  Analysis 

plus  —  our  bonus  guide  "A  Positive  Investment 
Program"    All  for  only  $1  —  so  act  now! 


INVESTORS   RESEARCH    REPORTS 
Dept.    F2      924    Laguna   St,    Sania    Baibat, 


Calif.   93102 


Please  mail  my  5  week  trial  subscription  to  the  IR  REPORTS 
plus  my  bonus  A  POSITIVE  INVESTMENT  PROGRAM  guide. 
I  enclose  $1.00. 


(This  offer  good  to  first  time  subscribers  only) 


How  fast 

should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept  E-29. 

THE  Danforth  Associates 

WELLESLEY  hills,  MASS.,U.S.A.  o2i8i 
Investment  Management  .  Incorporated  1936 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicita- 
tion of  an  offer  to  buy  any  of  these  partnership  interests.  The 
offer  is  made  only  by  Prospectus. 

CLEARY  FUNDS,  INC., 

A  subsidiary  of  -^^ 

CLEARY  PETROLEUM  CORPORATION 

OKLAHOMA  CITY,  OKLAHOMA 

Announces  its 
1969  $2,000,000 

OIL  &  GAS  EXPLORATION  FUND 

Minimum  Participation  $25,000  interest  in  Limited 
Partnership.  Offered  only  where  state  laws  permit. 

A  balanced  exploration  program  in  the  United  States,  includ- 
ing Alaska,  and  in  Canada.  The  offering  is  made  only  by 
the  Prospectus  with  closing  date  of  May  1,  1969.  Sold  only  by 
Cleary  Funds,  Inc. 

To  obtain  a  copy  of  the  Prospectus  and  for  further  information, 
please  write  or  call  Donald  B.  Houge,  Vice  President,  Cleary 
Funds,  Inc.,  310  Kermac  Building,  Oklahoma  City,  Oklahoma, 
Telephone  A/C  405-232-0311. 


.tax- 
.free 
income 


The  Nuveen  Tax-Exempt 
Bond  Fund,  Series  20, 
consists  of  a 
$10,000,000  portfolio 
of  interest-bearing 
public  bonds,  diversified 
among  27  issues  in 
20  states.  ■  In  the 
opinion  of  counsel, 
interest  from  this  fund 
is  totally  exempt  from  all 
federal  income  taxes. 


NUVEEN 

TAX-EXEMPT 


BOND  FUND 


JOHN  NUVEEIVI  &  CO.  Inc.  209  So.  LaSalle  St..  Chicago.  III.  60604 
Please  send  me,  without  cost  or  obligation,  information  on 
the  Nuveen  Tax  Exempt  Bond  Fund,  Series  20. 


F-31 


NAME. 


ADDRESS- 
CITY 


-STATE. 


-ZIP- 


Side  Lines 
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{Continued  from  page  9) 

plus  the  shortages  of  locomotives  and 
freight  cars  had  created  a  new  use  for 
that  remarkably  useful  and  efficient, 
veliicle — the  motor  truck." 

Today,  as  viewed  through  that  re- 
markable instrument,  the  retrospectro- 
scope,  any  fool  can  see  the  motor- 
carrier  industry  was  bound  to  develop 
•into  a  great  industry.  But  on  Jan.  11, 
1919,  it  took  a  great  deal  of  presci- 
ence for  the  author  to  conclude: 

"Thus,  through  the  necessities  of 
war,  a  new  business  has  been  de- 
veloped, a  business  that  should  appeal 
to  the  ambitious  American.  It  takes 
foresight  and  vision  to  plan  a  motor- 
express  route.  ...  it  takes  hard  work 
to  develop  a  trade  and  give  adequate 
service.  Yet  it  is  one  of  the  rare  op- 
portunities where  a  man  with  limited 
capital  .  .  .  can  build  up  a  lucrative 
business  of  his  own." 

Frank  Vanderlip's  "Dream" 

In  the  issue  of  Jan.  25,  1919, 
Forbes  again  showed  its  readers  the 
shape  of  things  to  come.  Today,  New 
York  is  the  financial  center  of  the 
world,  and  every  major  U.S.  bank  is, 
in  fact,  an  international  bank.  That 
wasn't  true  half  a  century  ago,  when 
Forbes  revealed  to  its  readers  "A 
Dream  in  Process  of  Realization: 
Frank  A.  Vanderlip's  Worldwide 
Plan."  Vanderlip,  president  of  the  Na- 
tional City  Bank  of  New  York  (now 
the  First  National  City),  himself  un- 
folded the  plan  for  Forbes  readers: 

"We  plan  to  have  all  branches  of 
the  National  City  Bank  and  the  Inter- 
national Banking  Coip.  undertake  a 
larger  and  in  some  respects  a  quite 
new  service.  .  .  . 

"The  development  of  nationwide 
interest  in  foreign  affairs  .  .  .  has  been 
most  pronounced.  Almost  every  manu- 
facturer making  a  product  that  is  ex- 
portable is  beginning  to  turn  inter- 
ested e\es  in  the  direction  of  foreign 
markets.  .  .  ." 

Announcing  that  his  bank,  there- 
fore, was  going  overseas,  Vanderlip 
said:  "We  desire  ...  to  organize  in 
each  branch  an  efficient  bureau,  de- 
signed on  the  one  hand  to  meet  all 
the  wants  of  serious  American  tra\el- 
ert  who  aim  to  study  foreign  business 
affairs  and  on  the  other  to  render  .  .  . 
service  to  .  .  .  interests  in  each  locality 
that  are  desirous  of  extending  their 
operations  in  this  country." 

Looking  back,  it's  dismaying  to 
realize  that  some  things  never  change. 
In  the  issue  of  Feb.  22,  Forbes  had  an 
article,  "Will  the  Cost  of  Living  De- 
cline?" The  answer:  "We  think  not."  ■ 
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THE  FUNDS 


•STANDARD  &  POORS  INDICES  SHOWN  ON  A  QUARTERLY  BASIS  THRU  DECEMBER  1967;  MONTHLY 

THEREAFTER. 

NOTE:   MUTUAL  FUND  ASSETS  SHOWN  ON  AN  ANNUAL  BASIS  THRU  JANUARY  1968;  QUARTERLY 

THEREAFTER     INSURANCE    SECURITIES    TRUST    FUND    ASSETS    ESTIMATED    FOR   JANUARY    1969 


"It  was  an  agonizing  month-after-month  decline — a  real  blood  bath,"  is  the 
way  one  mutual  fund  man  describes  the  great  bear  market  in  insurance 
Stocks  that  lasted  four  years— from   April   1964  to  April    1968   fsee   chart). 

For  those  mutual  funds  that  had  chosen  to  hold  only  insurance  stocks, 
the  result  was  disaster.  Investors  in  the  insurance  funds  wanted  out. 

For  big  Insurance  Securities  Trust,  which  dominated  the  field  (see  chart), 
the  problems  were  magnified.  Its  billion  dollars  of  insurance  stocks  were 
like  a  shaky  mudslide  poised  over  the  market. 

How  it  unloaded  those  stocks  through  1968,  how  it  seeded  the  great 
insurance  bull  market  of  1968,  how  its  large  blocks  of  practically  every 
major  U.S.  stock  insurance  company  assisted  the  great  insurance  takeover 
wave  of  1968-69,  is  the  subject  of  the  story  below. 


The  idea  of  a  mutual  fund  that  spe- 
cializes in  only  one  industry  is  the 
converse  of  the  oft-heard  attraction  of 
mutual  funds — reducing  risk  through 
di\ersification.  But  back  in  1963  and 
1964  the  thesis  on  Wall  Street  was 
that  insurance  stocks  could  do  no 
wrong.  During  those  optimistic  years, 
several  insurance  funds  prospered: 
Capital  Life  Insurance  Shares  & 
Growth  Stock  Fund,  Life  Insurance 
Investors,  Century  Shares  Trust.  But 
most  prosperous  was  not  a  mutual 
fund  but  an  investment  trust  that  sold 
participating  agreements  that  had  to 
be  liquidated  in  ten  years.  Called  In- 


surance Securities  Trust  and  managed 
by  Insurance  Securities  Inc.  (Forbes, 
Feb.  1,  1968),  it  was  sold  only  in  Cali- 
fornia to  Californians,  the  biggest 
mutual  funds  buyers  in  the  country. 
"At  one  time,"  says  one  observer, 
"ISI  was  getting  10%  of  all  new  fund 
money  in  the  U.S.  and  25%  of  all 
mutual  fund  money  in  California." 

Then  came  April  1964,  wh-'n  the 
stock  market  caught  up  with  some 
notable  changes  in  the  insurance  in- 
dustry. More  insurance  was  being 
sold,  but  more  of  it  was  in  term,  credit 
and  group  policies  that  were  not  as 
profitable  as  ordinary  life.  The  result 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1550 

A  NO-LOAD  FUND 

investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Oept.B 
Baltimore,  Md.  21201 


COMMODITY    TRADERS! 

Send  $1   for  chart  and   next  5  Issues  of 

COJHJUODEX 

Aleil  tradei-s  look  to  COM.MODKX  for  needed  daily 
tHliniciil  information.  They  know  that  COMMO- 
J>Jt:X  is  the  only  service  that  airmails  trend  and 
dally  indices  of  fasr-movinK  futures  markets  after 
each  day's  close.  COJIMOBKX  gives  early  "buy" 
and  "t^ell"  siKnals  in  grains,  sugar,  fats  and  oils, 
cocoa,  copper,  silver,  bellies,  etc.,  with  amazing 
accuracy.  COMMODKX  :;-color  charts  help  you 
time  your  tia<les  with  greater  confidence  and 
MH^-cs*,.    Send    $1    today   (or   5-day   trial. 


MANAGED  ACCOUNTS— I'ei-sonal  manage- 
incnt  tinder  limited  iK)wer  of  attorney  is  avail- 
jilile  for  account.s,  trading  in  commodity  fu- 
tures. The  solicitation  of  clients  is  made  only 
through  the  offering  circular,  coi)ies  of  which 
may  be  obtained  from  the  undersigned  except 
in  those  states  wherein  the  undersigned  is  not 
h-;;yl!v    'iiialifled. 

COMMODITY   FUTURES   FORECAST 

90  W.  B'way,  New  York  7,  BA  7-6484 


COMMODE X 

90  West   Broadway,   New   York   7,    BArclay  7-6730 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


8.  VALUE 

'ft 


MATURING 

SCOTCH  WHISKY 

CAN    PRODUCE 

CAPITAL  GAINS 

F.  Schoenwald,  Accrued  Equities,  Inc. 
122  Ea$t  42nd  Street,  New  York  City  10017 
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'^          ASSETS    OVER 

$415    MILLION 

"N 

GIVE 

YOUR 

SAVINGS.. 

^(p^ 

Double  Safety 

O  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

^J  One  of  the  highest  reserve 
ratios  in  the  nation. 


5 


V 


107    per  year  on 
'^  Bonus  Accounts 
4         in  multiples  of 
$1000,  held36mos. 

5%  per  year  current  rate 
on  Passbook  Accounts 

DIVIDENDS     COMPOUNDED 
DAILY 

—  \rorr\  date  in  to  date  out 


One  of  Americo's  Largest 
. . .  and  Strongest 


^H  EST.  19.17 

FiDELIYY 

^ec^eAOjt  SAVINGS 

AND  LOAN  ASSOCIATION 

Box  1631-22    •   Glendale.  Calif.  91209 


if.  91209  . 


Pleoie  jend 
dttoiti  on; 


n   Savings   Accounts 
n  Check-o-Monlh  Plan 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

XOU  /o  of  your  money  is 
invested  for  you  in  the 
broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initialinvestment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 
available  with  Energy  Fund. 


RALPH  E.  SAMUEL  li  CO.,  Distributor 
Memtiers  N.Y.  Stock  Exchange 
55  Broad  St.,   New  York  10004  Dept.  f 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERtY  FUND. 

NAME____ . 

ADDRFSS 


Z'-z:^  J 


was  that  life  insurance  company  earn- 
ings trends  could  not  support  the  high 
price/earnings  ratio  being  assigned  b\' 
the  market.  At  the  same  time,  new 
investment  opportunities  drew  atteiv- 
tion  away  from  the  life  insurance 
stocks.  The  result  was  that  insurance 
fund  shareholders  began  to  redeem 
their  shares.  Between  mid-1964  and 
1968,  assets  in  the  insurance  spe- 
cialty funds  dropped  close  to  30%, 
from  SI. 7  billion  to  $1.2  biUion,  while 
the  mutual  fund  industr\  as  a  whole 
was  showing  an  asset  gain  of  75!?, 
from  S27.7  billion  to  $48.4  billion. 

hi  the  middle  sat  ISI,  with  a  billion 
dollars  worth  of  insurance  stocks  in 
neai-105?  blocks  of  almost  every  big 
U.S.  insurance  company.  But  some- 
thing was  about  to  turn  that  inert  mass 
of  stock  into  one  of  the  most  sought- 
after  reservoirs  of  control  stock. 

Power   Play 

That  something  was  Robert  Brown, 
37,  who  was  brought  in  to  di\ersify 
the  giant  portfolio  by  Jerome  Eppler, 
ISI  chaiiTuan,  who  was  trying  to 
sahage  the  dying  fund.  Brown  came 
to  ISI  from  Financial  Industrial  Funds, 
where  he  was  research  director.  When 
he  came,  he  knew  httle  about  in- 
surance stocks.  He  learned  quickK . 

ISI  had  changed  its  trust  agree- 
ments by  the  time  Brown  arri\ed  in 
January  1968.  Instead  of  being  re- 
stricted entirely  to  insurance  stocks, 
it  could  hold  40%  of  noninsurance 
stocks.  By  August  all  insurance  stock 
requirements  disappeared.  Today  ISI's 
over  $l-billion  portfoho  is  a  reported 
20%  in  insurance  stocks.  What  hap- 
pened in  between  can  easily  be  called 
the  Insurance  Bull  Market  of  1968. 

"Our  strategy,"  sa\s  Brown,  "is  still 
a  secret  one,  because  we're  still  using 
it  today. "  But  Brown  clearly  wanted 
to  hquidate  much  of  ISI's  insurance 
stocks,  diversify  its  portfolio  and  erase 
the  stigma  of  being  a  specialty  fund. 
The  effect  of  this  knowledge  had  de- 
pressed insurance   stocks   even  more. 

At  the  same  time,  Donaldson,  Luf- 
kin  &  Jenrette's  research  department 
foresaw  18-24  months  of  moderating 
corporate  earnings  and  a  chance  to 
get  large  institutional  mone\-  into  the 
insurance  stocks  then  selling  at  lows 
of  12,  13  and  14  times  earnings.  The 
fortuitous  result  of  both  Brown's  di- 
versification and  DLJ's  prognosis  was 
a  •S70-million-plus  trade  of  some  2 
million  insurance  shares  out  of  ISI's 
portfolio  and  into  the  accounts  of 
large  pension  and  mutual  funds 
around  the  countr\.  That  trade  oc- 
curred in  April  (see  chart)  and  the 
otlier  mutual  funds  took  the  hint. 

Unlike  the  sharp  market  rise  of 
1963-64,   which  was  fueled  bv  both 


THIS  BOOK  COULD 
CHANGEYOURENTIRE 
APPROACH 
TO  THE  MARKET 

It  already  has  for  hundreds  of  investors. 

More  than  43  years  of  intensive  investment 
experience  are  reflected  in  its  contents-, 
including  over  a  decade  of  pioneering  com- 
puter application  to  stock  analysis. 
The  result  is  COM-STAT,  our  computer-based 
advisory  service.  And  this  60-page  book  is 
the  COM-STAT  manual.  In  it  you  will  learn 
how  human  experience  combined  with  ad- 
vanced computer  technology  could  help  your 
investment  program  by .  . . 

•  INDICATING  WHICH  STAGE  A  STOCK  IS  IN 

•  SEPARATING  THE  "WINNING"  FROM  THE 
"LOSING"  FACTORS 

•  INCREASING  YOUR  TRADING  POTENTIAL 
WITH  BUY  AND  SELL  "SIGNALS" 

•  PLOniNG  AN   INDIVIDUALIZED  CAPITAL 
GAINS  PROGRAM 

•  OUTLINING  7  KEY  WAYS  TO  USE  COM- 
PUTER-BASED RATINGS 

And  as  a  bonus  for  prompt  return  of  the 
coupon  below,  we  will  send  you  our  latest 
computer-based . . . 

•  RATINGS  ON  450  STOCKS 

•  COMMENTS  ON  HIGH-RATED  INDIVIDUAL 
STOCKS 

•  MARKET  FORECAST 

This  valuable  book  and  the  additional  timely 
information  is  yours  for  just  $10.00  (appli- 
cable in  full  toward  any  term  membership 
you  choose  in  our  computer-based  advisory 
service). 

Begin  your  new  approach  to  investing  by 
returning  this  coupon  now. 


COM-STAT 


A  division  of 

Spear  &  Staff,  inc. 

Dept.  CF-301 

Babson  Park,  Mass.  02157 

Yes,  here  is  my  $10  (refunded  in  full  if  I  am  not 
completely  satisfied,  and  fully  credited  if  I  de- 
cide to  become  a  member).  Send  me  your  60- 
page  Introductory  Trial  Package  containing  COM- 
STAT's  latest  findings  and  advices  on  stocks  in 
the  current  market. 

Q  Check  here  to  receive  ALL  of  the  above  at 
a  BONUS  with  a  SO-day  Guest  Membership 
at  $95  (or  S90  if  payment  is  enclosed)  .  .  . 
D  Check  nere  tor  a  1-year  subscription  to  COM- 
STAT  at  a  special  introductory  rate  of  $385 
(regularly  $500)    ($365  if  payment  is  enclosed). 

NAfiflE 

ADDRESS 


CITY. 


.STATE. 


-ZIP. 


(for  new  readers  only  —  not  assignable 

wilhout  your  consent) 

Ci  Check  here  if  you  are  an  investor  with  more 

than  $15,000  in  the  market  and  would  like  to  be 

informed  about  Spear  &  Staff's  Investment  Man- 

I     agement  Program.  No  obligation.  | 
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institutional  and  public  money,  the 
1968  rise  was  strictly  institutional.  By 
September,  when  DLJ  and  Brown  ex- 
ecuted their  second  package  deal  for 
3.5  million  shares  representing  over 
•S13-5  niilhon  worth  ot  19  insurance 
companies'  stock,  the  market  was  in 
full  bloom,  though  still  without  the 
public. 

DLJ  recommended  many  of  the 
companies  in  the  tAvo  large  trades 
as  investments,  not  takeover  candi- 
dates. As  for  the  rest  of  his  port- 
folio. Brown  was  meanwhile  pri\atel\ 
negotiating  about  choicer,  takeover 
c-andidates.  The  extent  of  his  par- 
ticipation in  some  of  the  big  take- 
overs of  insurance  companies  in  196S 
will  always  be  unknown,  but  he  is 
generally  now  reputed  to  have  "seed- 
ed" the  takeo\er  of  Home  by  Cit>' 
In\esting  and  to  have  launched  Inter- 
national Telephone  &  Telegraph  on  its 
pending  bid  for  Hartford  Fire.  "We 
were  invoKed, "  is  all  that  Brown  will 
say.  "It  made  us  a  lot  of  money." 

During  1968  the  specialty  insurance 
funds  were  in  the  peculiar  position  of 
experiencing  large  gains  in  total  net 
assets  bec-ause  of  the  appreciation  of 
their  underlying  portfolios,  but  at  the 
same  time  undergoing  redemptions  in 
excess  of  sales.  Stanley  Urlaub  of 
Capital  Life  Insurance  Shares  and 
Crowth  Stock  Fund  states  what  must 
be  true  for  all  the  insurance  funds, 
until  very-  recently:  "Our  net  redemp- 
tions are  S;i50.<)00  in  excess  of  month- 
ly sales.  One  of  our  problems  is  that 
shareholders  are  arriving  at  break- 
even and  they're  getting  out." 

The  individual  gains  in  per-share 
net  assets  looked  like  this  in  196S: 

Insurance  Investors  Fund  ...  71% 

Century  Shares  Trust   42% 

ISI  Trust  Fund         33% 

Life  &  Growth  Stock  Fund  31% 

Insurance  &  Bank  Stock  Fund 31% 

Life    Insurance   Investors    30% 

Capital   Life   Insurance   Shares    30% 

B  C.  Morton  Insurance  Senas  29% 

Entire  Mutual  Fund  Industry:  18% 

The  funds  that  held  the  most  fire 
and  casualty  takeover  candidates,  like 
rnsurance  In\estors,  gained  most.  But 
holders  of  life  stock  also  shared. 
.  Yet  tlie  real  irony  remains.  In  the 
insurance  boom  of  1968,  the  real 
winners  were  the  funds  and  institu- 
tions that  bought  early  in  196S,  not 
the  insurance  specialty  funds.  Next 
came  ISI,  which  got  out  of  its  insur- 
ance specialty  straitjacket  in  one  of 
the  great  coups  of  the  modem  institu- 
ional  market.  Then  came  the  other, 
smaller  insurance  funds  tha*:  have 
changed  their  charters  to  allow  di- 
versification. As  far  as  the  small  in- 
vestor is  concerned,  he  has  remained 
disenchanted  with  "diversified"  in- 
vestment companies  that  aren't.  ■ 
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Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 


(no    broker    tee) 


are  moving  far  in  front  of  other  mutual  funds? 


-AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

—  DREXEL  EQUITY 

-LOOMISSAYLESCAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

—  PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

-IVY  FUND 

— NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  11  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated 
each  month.  You  receive  concise,  unbiased  information  on  important  actions 
within  these  dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast 
of  the  mutual  fund  market  with  this  profitable  guide  to  investment. 

NOW.  ,  .  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

eoniplelely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  groning 

funds. 


Chas.  H.  Thomas  Co.  Dept.  F-lQ-9 

P.O.  Box  667 

Los  Altos.  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  11  NO-LOAD  FUNDS  tfiat  are 
equalling  the  30-Fund  AGFR  average. 

Name 


Address- 
City 


Stafe. 


Zip_ 
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HOW  TO  TURN 

5.00 


% 

PER 
YEAR 


INTO 


PER 
YEAR 


5.38 

. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

1.  Open  a  Maxi-Matic  passbook  savings  account  at 
Coast!  Compounded  daily,  your  savings  earn  5.13% 
if  held  one  year  at  current  annual  rate  of  S^o. 

2.  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximumearning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25^0 
bonus,  resulting  in  earnings  of  5.38f(,  per  year. 
When  you  withdraw  your  money  — in  $1000  multiples 
—  you  receive  all  regular  interest  due.  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 

.  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

•  All  funds  received  by  the  10th  earn  from  the  1st. 
thereafter  from  date  of  receipt. 

•  Earnings   paid  to  date  of  withdrawal. 
with  NO  MINIMUM  QUALIFYING  PERIOD  |;   |MCi|Rfo  ; 
NECESSARY!  *        juxli/, 

ASSETS  OVER  $750,000,000 


|l 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  9194A2 

Coast  Federal  Savings  and  Loan  Association, 
Sth  &  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  ? 

n    Individual  Account  u   Joint  Account 

n  Here  is  my  passbook.  Please  transfer  my 
account. 

D  Please  send  full  information  on  Maxi-Matic. 

Name(s) 

Address . 

Zip 


Xerox  •  Litton   •  Control  Data 
L-T-V  •  ITEK  •  Polaroid 

The  above  stocks  were  all  trocJecJ  over-the- 
counter,  not  many  years  ago,  at  small  frac- 
tions of  their  present  values.  The  OTC  market 
is  still  the  "ground  floor"  for  investment 
growth   opportunities. 

You  can  keep  informed  on  the  OTC  market  by 
subscribing  to  the  monthly  OVER-THE-COUN- 
TER SECURITIES  REVIEW-ONIY  magazine 
concentrating  on  OTC  Securities.  Each  issue 
carries  corporate  information  on  scores  of 
companies.  Get  broker  reviews  and  annual  re- 
ports through  our  Free  Literature  Service. 
For  a  full  year:  (12  issues)  subscription  to  OTC 
SECURITIES  REVIEW,  send  only  $10.00  ...  for 
a  6  month  trial  subscription,  send  only  $6.00. 

OVER-THE-COUNTER 
SECURITIES  REVIEW 

Dept.  42  Jenkintown,  Pa.   19046 

P.S.  Please  send  $10  additional  for  your  "fresh 
off  the  press"  postpaid  copy  of  the  1968  Edi- 
tion of  OVER-THE-COUNTER  SECURITIES  HAND- 
BOOK covering  more  than  1,700  OTC  companies 
in   depth.   More   than    170   pages,   8'/2'   by    11". 


READERS  SAY 


{Contiiutcd  from  page  18) 

that  normally  complement  the  locomotiw 
and  ba<;gage  car.  There  has  obviously 
been  no  time  to  clean  them  and  there 
are  no  people  to  serve  passengers. 

It  would  appear  that  in  this  age  where 
systematic  approaches  have  led  to  lunar 
flight  that  there  could  be  better  co- 
ordination of  effort  with  regard  to 
transportation  by  railroad.  Vast  amounts 
of  inone\-  were  spent  on  the  airlines.  Do 
we  still  have  funds  left  to  do  justice  to 
the  railroads  and  the  public? 

— Robert  \\'ebb 
Ridgewood,  N.J; 

Complex  Personality 

Sir:  I  was  disappointed  to  read  your 
piece  regarding  Eugene  McCarthy  (Fact 
t-  Comment,  Feb.  1).  Mr.  McCarth)-  is, 
no  doubt,  a  confused  but  sincere  individ- 
ual attempting  to  deal  with  a  life  provid- 
ing no  clear  guideposts  ....  Con- 
centrate your  efforts  on  the  task  of 
studying  American  industr>-  which,  as 
a  mechanism,  is  as  complex  as  Mr.  Mc- 
Carth>'s  personality. 

— Stephje.n  W.  Forbes,  Ph.D. 

Assistant  Professor  of  Finance, 

Universitv  of  Illinois 

Uibana,  111. 

Sm:   I  hope  your  economic  judgment 
is  better  than  your  political  judgment. 
— Marvin  Hersho 
Madison,  Wis. 

Spelling  lesson 

Sir:  Strange  thing — jour  wife  spells 
just  like  mine  (Fact  i*  Comment,  Feb.  1). 

NORM.AN  E.  Halbrooks 

Tyler,  Te.\. 

Include  "Fats,"  Too 

Sir:  \\'ilbur  Mills  is  not  alone  in  de- 
clining tampaign  funds  when  he  did  not 
need  them  (Fact  i-  Comment,  Jan.  1). 
Congressman  Robert  "Fats"  Everett  of 
Tennessee  has,  on  at  least  two  occasions, 
declined  campaign  funds  because  he  did 
not  need  them. 

— LoRix  B.  Allen 
Memphis,  Tenn. 

A  Halved  P/E 

Sir:  Your  article  "Late-Comers  to  the 
Feast"  (  Forbes,  Feb.  1 )  puts  the  recent 
price/earnings  ratio  of  Lear  Siegler  at 
35,  and  the  earnings  per  share  for  the 
latest  12  months  at  68  cents.  Lear 
Siegler's  fiscal  year  ended  June  1968;  it 
showed  earnings  of  $2.62  or  $1.31  ad- 
justed for  the  recent  2-for-l  split.  This 
works  out  to  a  P/E  of  18. 

— Stuart  M.  Allen 
Chicago,  111. 

Reader  Allen  is  correct.  The  difference, 
however,  docs  not  affect  the  position  of 
Lear  Siegler  in  the  table — Ed. 


A  SPECIAL 

INVESTMENT 

MANAGEMENT 

SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  otfier 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  Other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  120 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  14,  1969  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  February  28, 1969. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  lanuary  31,  1%9 


g 


PHELPS 
DODGE 


134th    CONSECUTIVE 
QUARTERLY    DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  Forty-seven  and  a  half  Cents 
(47Vit)  per  share  on  its  capital 
stock,  payable  March  10,  1969 
to  stockholders  of  record  Feb- 
ruary 21,  J969. 


R.    D 

Newroric,  N.  Y. 
February  5,  1969 


BARNHART, 
Treasurer. 


Maybe  she  will. 
Maybe  she  won't. 

And  maybe  you  won't  know 
until  it's  too  late.  For  both  of 
you.  Drive  defensively. 

Wateh  out  for  the 
other  guy.  (or  gal) 


Published  to  save  lives  m  cooperation  with 
The  Adveftismg  Council  and  The  National  Safety  Council. 
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1  HOLlvjll  lb...  BUSINESS  OF  LIFE 


The  life  which  men  praise  and  re- 
gard as  successful  is  but  one  kind. 
Why  should  we  exaggerate  any  one 
kind  at  the  expense  of  the  others? 

— Henry  David  Thoreau 


Success  is  the  brand  on  the  brow 
of  the  man  who  has  aimed  too  low. 

— John  Masefield 


Great  minds  had  rather  deserve 
contemporaneous  applause  without 
obtaining  it,  than  obtain  without  de- 
serving it.  If  it  follow  them  it  is 
well,  but  they  will  not  deviate  to 
follow  it.  — Caleb  Coltox 


Fame  usually  comes  to  those  who 
are  thinking  about  something  else. 

— Oliver  Wendell  Holmes 


As  a  solid  rock  is  not  shaken  by  a 
strong  gale,  so  wise  persons  remain 
unaffected  by  praise  or  censure. 

— Buddha 


All  hunt  for  fame,  but  most  mistake 
the  wav.  — Charles  Churchill 


Applause  is  the  echo  of  a  platitude. 
— Ambrose  Bierce 


B.  C.  FORBES 

When  tee  are  young — and 
some  of  us  never  get  over  it — we 
are  apt  to  think  that  applause, 
conspicuousncss  and  fame  con- 
stitute success.  But  thcij  arc  onhj 
the  trappings,  tJie  trimmings. 
Success  itself  is  the  work,  the 
achievement  that  evokes  these 
manifestations.  The  man  or 
woman  who  values  the  applause 
more  than  the  effort  neccssanj 
to  elicit  it  is  not  apt  to  be  deaf- 
ened— at  least  not  for  any  length 
of  time.  Concentrate  on  your 
work  and  the  applause  will  take 
care  of  itself. 


I  have  learned  that  success  is  to  be 
measured  not  so  much  by  the  posi- 
tion that  one  has  reached  in  life  as 
by  the  obstacles  which  he  has  over- 
come while  trying  to  succeed. 

— Booker  T.  Washington 


The  simple  virtues  of  wilhngness, 
readiness,  alertness  and  courtesy  will 
carry  a  young  man  farther  than  mere 
smartness.  —Henry  P.  Damson 


My  grandfather  once  told  me  that 
there  are  two  kinds  of  people:  those 
who  do  the  work  and  those  who  take 
the  credit.  He  told  me  to  try  to  be 
in  the  first  group;  there  was  much 
less  competition  there. 

— Indira  Gandhi 


Success  is  full  of  promise  till  men 
get  it;  and  then  it  is  last  year's  nest 
from  which  the  bird  has  flown. 

— Henry  Ward  Beecher 


The    desire    for    fame    is    the    last 
weakness  wise  men  put  off. 

— Tacitus 


Fame  you  get  accustomed  to,  but 
if  it  ever  takes  possession  of  you,  then 
quite  clearly  you're  in  dead  trouble. 
— Richard  Burton 


What's  fame,  afther  all,  me  la-ad? 
Tis  apt  to  be  what  some  wan  writes 
on  ye'er  tombstone. 

— FiNLEY  Peter  Dunne 


Nothing  so  soothes  our  vanity  as  a 

display  of  greater  vanity  in  others;  it 

makes  us  vain,  in  fact,  of  our  modesty. 

— LoLTS  Kronenberger 


There  is  nothing  of  permanent  val- 
ue (putting  aside  a  few  human  af- 
fections), nothing  that  satisfies  quiet 
reflection,  except  the  sense  of  having 
worked  according  to  one's  capacity 
and  light  to  make  things  clear  and  get 
rid  of  cant  and  shams  of  all  sorts. 

— Thomas  H.  Huxley 


The  function  of  values  is  to   give 
us  the  illusion  of  purpose  in  life. 

— John  P.  Grier 


Success  rarely  brings  satisfaction. 

— Baltasar  GrACIAxN 


Do  not  trust  to  the  cheering,  for 
those  very  persons  would  shout  as 
much  if  you  and  I  were  going  to  be 
hanged.  — Oli\eh  Cromwell 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  S6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New- 
York,  N.Y.  10011.  (Sales  ta.x:  New 
York  City,  add  o'i;  rest  of  New 
York  State,  27c  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  M.  Rogala,  Scran- 
ton,  Pa.  What's  your  favorite 
text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  send- 
ers of  texts  used. 


Better  is  a  poor  and  a  wi.^e  child  than 
an  old  and  foolish  king,  who  will 
no  more  be  admonished. 

ECCLESIASTES   4:13 
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He  was  born  with  a  credit  cad 

in  his  mouth. 

General  Electric  has  worked  out  new  ways  to  identify  fingerprints.  One  day,  you  may  sign  for  things  with  your  thuml 


When  this  baby  grows  up,  his  thumbprint  may  be  the  only 

credit  cord  he'll  ever  need.  Because  at  its  Electronics 

Laboratory  in  Syracuse,  New  York,  General  Electric  is 

developing  new  ways  to  identify  fingerprints  by  computer. 

Anybody's.  Anytime.  Anywhere. 

One  technique  would  enable  stores  to  use  fingerprints  in  place 

of  charge  cards  When  you  wanted  to  charge  something, 

you'd  place  your  thumb  on  an  electronic  scanning  device. 

The  "picture"  it  takes  cf  your  print  would  be  fed  to  a  computer. 

The  computet  would  compare  it  with  your  print  on  file. 

And  verify  that  you  arc  who  you  say  you  are.  All  in  seconds. 


Another  use  of  this  technology  would  allow  law-enforcement 
agencies  to  identify  an  unknown  fingerprint  in  a  fraction 
of  the  time  it  now  takes.  A  computer  would  classify  and  locate 
it  among  millions  of  prints  stored  in  its  memory.  In  seconds. 

Finding  new  ways  for  electronics  to  take  over  old  jobs 
is  a  daily  job  at  the  GE  Electronics  Lab.  Scientists  and 
engineers  there  have  already  found  ways  to  replace  rotating 
radar  antennas  with  electronic  scanners.  Ways  to  design 
electronic  equipment  by  computer.  Ways  to  help  put 
microcircuits  to  use  in  consumer  products. 
Or,  to  put  it  another  way,  ways  to  make  progress. 


Progress  is  our  most  important  product 


GENERAL 


ELECTRIC 


I 
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What  is  Psychology  Today? 


At  last!  A  magazine  that  bridges  the  information  gap  be- 
tween responsible  psychology  and  the  educated  public! 

Today  all  of  us— the  executive,  the  salesman,  the  housewife, 
the  teacher,  the  clergyman,  and  the  teen-ager  consistently  (and 
often  knowingly)  use  this  thing  we  call  psychology. 

However,  many  of  the  solemn  scientific  truths  you  learned  about 
psychology  only  yesterday  in  college  are  sheer  myths  today.  In 
the  information  explosion,  no  field  is  moving  faster  than  psy- 
chology. New  and  exciting  discoveries  which  affect  you  deeply 
and  personally  are  yielding  themselves  up  on  an  almost  daily 
basis. 

Before  the  appearance  of  Psychology  Today  magazine,  these 
new  findings  were  not  available  in  a  lively,  accurate  monthly 
magazine.  All  that  is  changed.  Now  there  is  a  magazine  about 
psychology,  with  articles  written  by  world-renowned  experts 
in  psychology,  religion,  education,  child  development,  phi- 
losophy—  the  total  human  condition.  Current  and  coming 
articles  include: 


Explosion  in  the  Ghetto 

Religious  Hangups 

Student  Activists 

Love  and  Death 

Russian  Psychology 

Adult  Play  Therapy 

Hypnosis 

The  Sexual  Personality 

The  Pre-Logical  Child 

Stuttering 

ESP 

The  Taming  of  a  Wolf 

Is  Graphology  Valid? 


The  Psychology  of  Power 
Understanding  Children's  Art 
Morality  in  Psychotherapy 
Drugs— The  Quiet  Revolution 
A  New  Look  at  Menopause 
Group  Therapy— Is  It  All  Talk? 
The  Career  Woman's  Dilemma 
The  Motives  of  a  Soldier 
Self-Stimulation  of  the  Brain 
Why  Babies  Smile  or  Cry 
Psychology  of  Police  Confessions 
Psychology  of  the  Reverse  Sell 
Stimulating  Executive  Creativity 


No  facts  are  beyond  our  pale.  We  talk  about  sex  clinically  and, 
■vhen  necessary,  carnally.  About  children  we  are  neither  doting 
ir  derisive.  And  with  religion,  we  treat  both  the  blasphemous 
and  the  beatific  with  objectivity.  Lucidity  is  the  watchword.  You'll 
tind  no  jargon  in  Psychology  Today.  No  circumlocution,  no  pom- 
posity. Our  editors  are  as  ruthless  with  their  blue  pencils  as  they 
are  sensitive  to  your  threshold  of  ennui. 

Moreover,  we  think  you'll  like  our  contemporary  design— full  of 

vie,  boldness,  and  a  touch  of  whimsy.  Our  pages  are  awash 

•Mth  full  color  photographs,  and  even  our  charts  are  fascinating. 

Send  no  money 

To  receive  your  complimentary  copy  of  Psychology  Today  don't 
.nd  us  a  cent.  Just  fill  out  the  coupon  below,  mail  it  to  us,  and 
we'll  send  you  your  free  issue  posthaste.  If  the  magazine  doesn't 
fascinate  you  — and  yield  you  valuable  insights— cancel  and  con- 
sider the  matter  closed.  Otherwise  you'll  receive  the  next  1 1 

vES,  MARCH  15,  1969 


issues  and  a  bill  for  only  ,S6.00.  The  regular  yearly  subscription 
rate,  not  so  incidentally,  is  more  than  half  again  as  much— $10.00. 

By  subscribing  now,  you're  not  only  making  enormous  savings 
over  the  newsstand  price  ($1  per  copy)  but  you're  also  taking 
advantage  of  a  special  Introductory  price  that  may  be  withdrawn 
at  any  time. 

Receive  the  current  issue  as  a  gift  and  begin  a  better 
understanding  of  your  children,  your  spouse, 
your  boss, 
your  mother-in-law 
. . .  yourself. 


psychology  today 


PSYCHOLOGY  TODAY.  P.O.  Box  60407.Terminal  Annex, L.os  Angeles.  Calif 

Please  send  me  my  complimcniary  current  issue  of  PSYCHOLOGY 
TODAY.  I  may  keep  my  sample  copy  and  owe  nothing.  However, 
unless  I  cancel,  you  may  enroll  me  as  a  trial  subscriber  and  send  me  the 
next  1 1  issues.  Bill  me  after  my  subscription  has  started  for  just  $6.00, 
my  special  Charter  Subscriber  rate  -  instead  of  the  regular  SIO  an- 
nual  price.  g^g 


Name_ 


Address. 
City 


-Suie. 


-Zip_ 


What  to  do 
v^en  a  customer 
gives  you  a 
snow  lob. 


When  it  happened  to  us,  we  made 
tracks. 

A  track  is  what  a  snowmobile  runs  on. 

It's  something  Hke  a  huge  rubber  band, 
only  a  thousand  times  tougher. 

It  has  to  be  to  support  800  pounds  of 
man  and  machine,  to  go  90  miles  an 
hour,  to  climb  45-degree  slopes,  and  to 
take  the  slam-bang-crunch  of  snowmobile 
landings. 

Fact  is,  it  takes  muscles  of  steel  to 
carry  on  like  this.  So  borrowing  an  idea 
from  B.F.Goodrich  conveyor  belt 
designers,  that's  what  we  built  into  our 
rubber  tracks. 

Steel  cables  inside  the  track  give  it 
toughness.  Keep  it  in  perfect  shape.  So 
that  it  won't  stretch  in  use.  And  a  special 
B.F  Goodrich  rubber  compound  keeps  it 
flexible  in  cold  weather. 

Now  our  business  has  snowballed 
beyond  snowmobiles,  and  we're  working 
on  track  designs  for  trenchers  and  rice 
paddy  tractors. 

When  it  comes  to  making  the  most  of 
ingenuity  and  experience,  you'll  find  our 
track  record's  pretty  good. 


B.E  Goodrich 


We  made  tracks. 
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Manhattan    Fund    61,   89,  93 

Mannesmann    AG     14 

Masonite    Corp 77 

Mates    Fund    90,93 

Mattel    Inc 75 

McGraw    Hill    76 

Melville   Shoe    16 

Merck    &    Co 34 

Metropolitan    Life    64 

Michelin    &    Cie    65 

Milgo  Electronics   91 

National   Cash   Register   76 

National    Patent    Development    94 

National   Securities    90 

National    Steel    Corp 77 

Neuwirth   Fund   90 

Niagara   Mohawk   Power   14 

Omega  Securities   93 

Oppenheimer   Fund    61 

PPG    Industries    28 

Pan    American    24,27 

Penney,    J.C 30 

Pet,    Inc 46 

Philadelphia   National    67 

Philips    Industries    77 

Polaris  Fund   93 

Putnam    Management    92 

Putnam    Vista    Fund    90.92 

Resorts   International    27 

Rowe  Price  61 

Sarma.    S.A 31 

Scudder    Special    Fund    93 

Sears.    Roebuck    30 

Security  Equity  Fund   89 

Servomation     51 

Sherwin-Williams    28 

Sinclair    Oil    67.  83 

Skyline    Homes    76.77 

Standard   Oil  of  Indiana   ....   83,  86 

Standard   Oil   of   New  Jersey   64 

Thyssen    AG     14 

Transcontinental     Investing     29 

Twentieth    Century-Fox    65 

Union    Oil    24 

United    Accumulative    Fund    90 

U.S.     Plywood-Champion     77 

U.S.    Steel    9.  77 

Value  Line  Special  Situations   ,...   92 

Waddell   &   Reed    90 

Wellington    Fund   90 

Western     Union     12 

Weyerhaeuser  Co 77 

Whirlpool     64 

White    Motor    77 

Xerox    42 

Youngstown  Sheet  &  Tube   12 
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The  newXerox360Q 

It'll  hit  one  copy 

persecond,evenin 

heavy  traffic. 

When  it  comes  to  getting  the  word  It  delivers  an  impression  a  second. 

around  a  busy  office,  copying  is  the  fast  And  that's  fast  enough  to  cut  through  the 

and  clean  way.  heaviest  traffic  in  no  time. 

Except  when  an  overloaded  office  With  the  Automatic  Document 

copier  can't  keep  up  with  the  load.  Feeder  and  Automatic  Sorter  attach- 
To  break  up  those  copying  traffic  ments,  the  3600  will  do  the  whole  job 

jams,  we've  designed  a  new  machine  unattended. 

that  works  like  a  copier  but  produces  like  When  your  office  is  in  high  gear, 

a  duplicator— the  Xerox  3600.  the  3600  can  really  keep  things  moving. 


XEROX 


VCKOXCOMPORATidN.  ROCHESTER.  NCWVORK  14601    OVERSEAS;  SueSIOIARlCS  THROur.HOUT  LATIN  AMERICA:  AND  IN  ASSOCIATION  WITH  RANK  ORGAN iSAXrON  LTO..  RANK  XEROK  LTD..  LONDON; 
^^0  TMROWCH  RANK  XCROK  LTO.,  FUJI-X&ROX  CO.,  LTD., TOKYO.  XCROX  IS  A  RECiSTEREO  TRADEMARK  OF  XCROX  CORPORATION.  3MOJ3  A  TRAOCHARK  OF  XEROX  CORPORATION. 


Our  government  sales  were 
$721  million  last  year. 

But  the  defense  company  image 
doesn't  quite  fit  anymore. 


With  the  rapid  growth  of  our  industrial 
commercial  sales,  we've  just  outgrown  it 

In  fiscal  1968,  for  example,  out  of  a  total 
sales  volume  of  almost  $1.4  billion,  $655 
million  was  for  industrial/commercial  prod' 
ucts.  That's  more  than  our  total  reported 
sales  of  $619  million  only  ten  years  ago. 

It  isn't  that  we  aren't  proud  of  our  involve 
ment  in  this  nation's  defense.  We  are.  Very 
proud.  But  the  "defense  company"  tag  is 
just  too  limiting.  And  because  of  that,  in 
accurate. 

And  we  think  it's  important  that  you 
know  what  Bendix  is:  A  multi-indus- 
try corporation  committed  to  world- 
wide growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as 
you'd  like  to  be,  write:  The  Bendix  Corpora- 
tion, Investor  Relations  Office,  Fisher 
Building,  Detroit,  Michigan  48202. 


Bendix 
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Side  Lines 


Of  Tulips  &  Takeovers 

In  our  research  for  the  story  on  General  Host  (p.  44)  we  ran  across 
Goldfield  Corp.,  which  now  controls  17%  of  General  Host,  which  in 
turn  has  captured  57%  of  Armour  &  Co. 

Goldfield  was  once  controlled  by  Bernard  Baruch.  In  fact,  an 
early  Forbes  editorial  bitingly  characterized  him  as  typical  of 
plungers  and  raiders  who,  after  being  "engrossed 
in  money  making  on  the  devil-take-the-hindmost 
principle — or  lack  of  principle — during  the 
greater  part  of  their  lives,  'reform'  to  become 
somebodies,  figures  of  national  prominence.  .  .  ." 

Today  we  think  of  Baruch,  who  died  in  1965 
at  95,  as  a  philanthropist  and  friend  of  presi- 
dents, not  as  one  of  the  market  plungers  of  his 
day.  Intellectually,  though,  Baruch  was  probably 
a  cut  above  the  breed.  While  he  used  mass  panic 
for  his  own  profit,  Baruch  al.so  studied  the  phe- 
nomenon in  his  favorite  book.  Extraordinary 
Popular  Delusions  and  the  Madness  of  Crowds. 

Written  by  Englishman  Charles  Mackay  in 
1841,  the  .study  describes  how  a  sensible  and 
stable  individual  becomes  a  blockhead  in  a  crowd. 
"Sober  nations,"  wrote  Mackay,  "have  all  at  once  become  desperate 
gamblers,  risked  almost  their  existence  upon  the  turn  of  a  piece  of 
paper."  Mackay  details  this  in  cases  like  Mississippi  and  South  Sea 
I5ub!)les,  or  Holland's  Tulipomania,  when  men  risked  their  entire 
lortimes  on  a  single  bulb.  In  his  foreword  to  the  book's  current  edition, 
Baruch  adds  the  Florida  land  delusion  and  the  1929.  market  madness. 

In  talking  with  one  of  Baruch's  corporate  descendants,  36-year- 
old  Harris  J.  Ashton,  a  Goldfield  director  and  president  of  General 
Host,  we  asked  if  the  takeover  of  giant  companies  by  tiny  companies 
was  not  becoming  today's  madness.  Why  should  Armour  shareholders 
exchange  their  stock  for  General  Host's  paper  instead  of  Greyhound 
Corp.'s  cash?  Ashton's  answer:  "Because  our  paper  was  worth  more 
on  the  market."  Good  answer.  But  five  years  ago  Armour  shareholders 
would  probably  have  scoffed  at  that  kind  of  swap. 

Ashton  says  he  himself  was  dubious  when  a  stranger  first 
xlescribed  how  a  Jonah  could  swallow  a  ccjrporate  whale.  "At  a  dinner 
party,"  he  says,  "the  fellow  said  someone  should  tender  for  U.S.  Steel. 
I  thought  he  was  drinking  too  much.  But  the  more  he  went  on,  the 
more  he  made  sense.  It  was  the  first  time  somebody  logically  showed 
me  how  you  could  face  a  management  entrenched  with  all  the  proxy 
machinery,  but  a  low-multiple  stock,  and  win.  Later  someone  told  me 
he  worked  for  U.S.  Steel."  We  asked  Ashton,  "When  did  you  begin 
to  believe  all  this  was  possible?"  He  replied,  "I  think  after  I  read 
Lorillard-Loew's  proxy  statement.  The  techniques  were  all  there, 
spelled  out.  But  people  refused  to  believe  it — Armour  didn't  at  first." 

We  should  never  forget  that  the  takeover  movement  has  its  con- 
structive side;  there  are  do-nothing  managements  that  deserve  to  be 
replaced.  The  first  group  of  takeover  artists  were  mostly  well-trained 
managers.  But  the  later  waves  are  often  mere  gamblers  who  take  un- 
believable chances.  Perhaps  takeovers  won't  reach  the  Tulipomania 
stage.  But  if  the  trend  continues  somehow  the  holders  of  funny  money 
must  get  hurt.  As  Baruch  wrote  in  his  foreword  to  Madness,  "Even 
in  the  very  presence  of  dizzily  spiralling  prices,  [if]  we  had  all  con- 
tinuously repeated  'two  and  two  still  make  four,'  much  of  the  evil 
might  have  been  averted."  ■ 
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H~H   H^  H       Consumer  Finance /Merchandising /Manufacturing 

Earnings  per  share  up  8% 

Consumer  Finance  Receivables  up  11% 
Merchandising  Sales  up  16% 
Manufacturing  Sales  up  16% 


HIGHLIGHTS 

HFC  1968  Annual  Report  available  on  request 


Earnings 

Income  before  income  taxes  and  extraordinary  items 

Income  before  extraordinary  items 

Net  income 

Finance 

Instalment  Notes  Receivable 

Net  Income 

Merchandising 

Net  Sales 

Net  Income 

Manufacturing 

Net  Sales  (continuing  operations) $ 

Net  Income  (before  extraordinary  item): 

Continuing  Operations 

Discontinued  Operations 

Total 

Per  Share  of  Common  Stock 

Income  before  extraordinary  items: 
Continuing  operations  (after  all  preferred  dividend 

requirements) 

Discontinued    operations 

Total 

Extraordinary  item— Gain  on  sale  of  automotive  instru- 
ment business 

Net  Income 

Dividends  Declared  Per  Share  of  Common  Stock.  .  . 

•Restated  to  Include  KmgSeeley  Thermos  Co. 
"Combined  amounts  for  Finance,  Merchandising  and  Manufacturing 
(continuing  operations  only). 


1968 

1967* 

Percent 
Increase 

(Thousands  of  Dollars) 

$    151,918** 
74.452** 
88.412 

$ 

133,849** 
69,687** 
71 .703 

13% 
7 

$1,572,009 
46,875 

$1,417,267 
44,782 

11% 
5 

$    758,480 
19.071 

$ 

656,068 
16.749 

16% 
14 

$    103.581 

$ 

89.079 

16% 

8,506 
295 

8.156 
2,016 

4 

8,801 


10,172 


$ 

2.85 

.01 

2.86 

.67 
3.53 

$ 

2.63 

.10 

2.73 

$ 

$ 

2.73 

$ 

1.075 

$ 

1.00 

8% 


HFC  is  ihe  nation's  largest  consumer 
finance  company  specializing  in  per- 
sonal cash  loans.  It  is,  also,  through  its 
merchandising  and  manufacturing  sub- 
sidiaries, a  major  factor  in  retailing  and 


the  manufacture  of  outdoor-living  and 
leisure-time  products.  It  employs  39,000 
people  and  services  the  needs  of  the 
public  through  1,561  branch  lending 
offices  and  4,681  owned  and  franchised 
retail   outlets  located   in  all  principal 


cities  and  communities  in  50  states  and 
the  ten  Canadian  provinces.  Its  eighteen 
manufacturing  plants  are  located  in  the 
United  States,  Canada,  the  United 
Kingdom,  and  Italy. 


HOUSEHOLD  FINANCE 

Prudential  Plaza— Chicago,  Illinois  60601 
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Add  sliced  mushrooms,  Mrs.  Saito, 
and  simmer  over  a  flame  of  Alaskan  gas 

Alaskan  gas  in  Tokyo?  That's  right.  Marathon  and  an  associate 
will  start  shipping  it  there  this  year- in  liquid  form.  D  An  unu- 
sual recipe:  Take  natural  gas  from  our  big  reserves  in  the  Kenai 
field,  Alaska.  Liquefy  by  chilling  to  258"  below  zero.  Ship  in 
specially  designed  insulated  tankere  to  Japan.  Convert  back 
to  gas.  Serve  to  customers  like  Mrs,  Saito.  D  Natural  gas  is  a 
growing  part  of  Marathon's  total  energy  business.  Last  year 
we  produced  more  than  41 5  million  cubic  feet  a  day — up  more 
than  25%  in  five  years.  And  new  discoveries  are  adding  to  our 
sizable  underground  reserves.  D  One  more  grov\rth  item:  our 
earnings  have  increased  at  a  compound  annual 
rate  of  11.2%  over  the  past  five  years.  That 
means  alert  management— the  kind  that 
keeps  Tokyo  cooking  with  gas. 


grov\rth  item:  our 

XmarathonI 


EXPLORING  D  PRODUCING  D  TRANSPORTING  O  REFINING  D  MARKETING  O  RESEARCHING  D  ANO  GROWING. 

MARATHON  OIL  COMPAIMY 

FINDLAY  OHIO 
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''I  would  like 
to  have  God 
on  my  side, 
but  I  must  have 
Kentucky^ 


ABRAHAM  LINCOLN 


r 


IF  HONEST  ABE 
FELT  THAT 
STRONGLY 
ABOUT  KENTUCKY, 
MAYBE  IT'S 
TIME  YOU  TAKE 
ANOTHER  LOOK! 


Write  for  your  copy  of  our  booklet 
detailing  the  profit  potential  of 
Kentucky. 


Mr.  James  J.  Coleman,  Director 
Industrial  Development 
East  Kentucky  R.E.C.C. 
Winchester,  Kentucky  40391 
Without    obligation,    please    send    me 
literature  about  your  area.  This  is  a 
confidential  request. 

Name 
Company 


Address 


City 


State 


Zip 
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Trends 

&  Tangents 


WASHINGTON 


When   to  Audit 

If  \our  tax  return  is  audited,  the 
chances  are  much  greater  this  year 
tliat  you  have  made  a  mistake. 
That's  because  the  Internal  Re- 
venue Service's  computers  are  zero- 
ing in  much  better  on  questionable 
retxmis.  For  years,  the  task  of 
picking  which  accounts  to  audit 
belonged  to  local  IRS  officials  who 
operated  on  hunches  and  unproved 
criteria.  Many  of  the  audits  were 
a  waste  of  everyone's  time.  But 
after  eight  years  of  research  on  the 
problem,  a  \Vest  Coast  program- 
mer (Fair,  Isaac  &  Co.)  came  up 
with  a  program  for  the  IRS  com- 
puters. The  company  says  the  new 
system  of  picking  audits  will  yield 
a  far  greater  number  of  mistakes. 

Executive  Relief 

Although  the  tax  refonn  propos- 
als now  before  Congress  have  gen- 
erally been  billed  as  a  soak-the-rich, 
help-the-poor  package,  there  is  one 
item  in  them  that  should  make 
high-salaried  executives  happy.  It 
is  a  recommendation  that  no  indi- 
vidual be  required  to  pay  more 
than  one  half  his  total  income  in 
taxes.  Some  individuals  now  pay  as 
much  as  70%  on  their  top  slice  of 
income.  Thus  an  executive  with 
$200,000  in  taxable  income  would 
get  a  $25,000-a-year  pay  boost  if 
this  proposal  ever  becomes  law. 


BUSINESS 


Radio   Renewed 

If  radio  is  dead,  it's  a  pretty 
lively  corpse.  Last  year  the  medium 
had  its  biggest  sales  gain  since 
television  emerged,  the  biggest 
rate  of  increase  of  all  major  media, 
and  its  first  billion-dollar  year. 
According  to  the  Radio  Advertis- 
ing Bureau,  billings  of  81,074  mil- 
lion were  up  12!?  from  the  year 
before,  the  highest  rate  of  increase 
since  1947.  That  compares  with  an 
estimated  9%  increase  for  television, 
5%  for  newspapers,  3%  for  maga- 
zines and  10%  for  billboards.  One 
of  the  biggest  reasons  cited  for  the 
new  strength  of  radio  broadcasting 
is  a  surge  of  retail  advertising  dol- 
lars into  the  medium. 


Hunter  to  Hunted 

With  companies  like  Goodrich 
and  Youngstown  Sheet  &  Tube  un- 
der attack  by  takeover  artists,  one 
N.Y.  investor's  patience  has  run  out. 
Many  companies  get  taken  over 
because  the\'  develop  a  sitting 
duck  syndrome,  not  because  of  an 
inability  to  fight,  according  to  A.C. 
Berse.  He's  come  up  with  two  new 
methods  to  repel  a  take  o%er:  The 
company  can  set  up  a  voting  trust 
'  and  thereby  remove  voting  control 
of  the  corporation  beyond  the 
reach  of  the  hunter;  or  the  com- 
pany can  put  together  its  own 
package  of  "funny  money"  and  start 
bu\'ing  into  the  hunter's  stock. 

Finally? 

Twenty-five  years  after  they 
first  talked  about  it,  American 
Telephone  &  Telegraph  and  West- 
ern Union  not  long  ago  agreed  on 
the  sale  of  AT&T's  TWX  business 
to  Western  Union.  The  S80-million 
deal,  encouraged  by  the  Federal 
Communications  Commission,  will 
combine  the  nation's  two  tele- 
printer services  into  one  $11.3-niil- 
lion  (sales)  business.  But  still 
more  patience  will  be  required.  It 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  knov; 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L. 
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Hitroducing: 
A  safety  belt  on  meels. 


•  after  mile  after  safe 
.  General's  Belted  GTW 
?  longest  mileage  high- 
uniance  highway  tire 
ave  ever  put  on  wheels. 
he  secret :  a  twin-belt 
icrglass  plus  full  plies 
>ol-running  Nygen*— 
essed  nylon  cord, 
id  tor  pound  stronger 
steel  cable. 


^^i^ 


There's  increased  strength 
to  shield  against  punctures. 
To  guard  against  blowouts. 
The  great  Belted  GTW, 
with  three  white  rings- 
only  the  makers  of  the 
Dual  S-90  Sidewinder  could 
come  up  with  a  tire  to  take 
you  so  far. 

And  at  so  fair  a  price. 

GENERAL  TIRE... 

Goes  a  long  way  to  make  Iriends 


rhe  General  belted  GTW 


86  Proof  Blended  Scotch  Whisky  ■  The  Paddington  Corporation,  N.Y. 


JUSTERINI 

Founded  1749  i* 
CD 
J8 
O 
O 
?? 


Celebrate 
everything 

with  it. 

W^^St^Wt^^M  New  Year's  Day. 
Pa^^  HiMI  St.  Valentine's  Day. 

1^  TOE  ^M0  T^B  Ground  Hog's  Day. 

-      St.  Patrick's  Day. 
Mother's  Day. 
Arbor  Day. 


Father's  Day. 
Graduation  Day. 

wimim  mm  Fkg  Day. 

Independence  Day. Bastille  Day. 
Labor  Day.  Columbus  Day. 
Election  Day.  Thanksgiving  Day. 
Christmas  Day. Etc. 

{With]&B  Rare  Scotch, the 
rest  of  everything  is  up  to  you.) 

Cheers., 


fcr 


^♦.  ' 


J&B  Rare  Scotch.  It  only  costs  a  few  cents  more. 


may  be  another  18  months  or  more 
before  the  deal  is  finally  cleared  by 
all  the  regulatory  agencies  and 
connecting  telephone  companies 
involved. 

Vtility  Housing 

Syracuse,  N.Y.'s  Niagara  Mo- 
hawk Power  Coip.  has  become  the 
first  electric  utility  to  move  into 
the  housing  development  business. 
NM's  boss,  Earle  J.  Machold,  esti- 
mates there  are  100,000  substan- 
dard dwelling  units  in  his  service 
area,  which  NM  hopes  to  replace 
with  moderate  income  housing. 
Backed  by  government  subsidized 
mortgage  money,  Machold  hopes 
that  these  developments  will  even- 
tually pa\'  for  themselves  in  rent 
and  increased  power  consumption. 

Something  from  Nof  Much? 

Researchers  at  Pennsylvania  State 
University  are  studying  the  use  of 
newspapers  as  a  low-cost  ingredi- 
ent in  feed  for  cattle.  And  not  to 
be  out-done,  agriculture  men  at 
North  Carolina  State  University 
are  experimenting  with  chicken 
feathers  as  a  high-protein,  low- 
cost  mix  for  feeds.  The  object  is  to 
find  ways  of  maintaining  or  step- 
ping up  the  weight  and  produc- 
tion of  cattle  while  lowering  the 
cost  of  the  feed,  meaning,  of 
course,   higher  profits  for  fanners. 


OVERSEAS 


Size   vs.   Earnings 

Dr.  Egon  Overbeck,  president  of 
Mannesmann  AG,  Germany's  sixtli 
biggest  iron  and  steel  company, 
allowed  recenth':  "It's  not  so  im- 
portant how  big  a  company  is,  but 
how  profitable  it  is."  Then,  he 
promptly  went  out  and  sealed  a 
unique  deal  with  Germany's  big- 
gest iron  and  steel  company, 
Thyssen  AG.  Many  think  it  is  a 
first  step  toward  a  consolidation  of 
the  two  companies.  Thyssen  is  to 
take  Mannesmaim's  rolling  mills 
and  Mannesmann  is  to  get  Thys- 
sen's  tube  di\ision,  with  nary  a 
Deutschemark  exchanged.  The  com- 
bined sales  of  Th\  ssen-Mannesmann 
would  be  $2.75  billion,  making  it  a 
close  second  to  \'olkswagen. 

Better   Read? 

With  a  thinly  concealed  smile  at 
their  richer  American  cousins,  the 
British  Information  Services'  British 
Record  noted:  "Some  30,000  books 
a  >ear  are  published  in  England 
.  .  .  compared  with  about  28,000  a 
year  in  the  U.S."  ■ 
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TRW.you  have  to  take  it  apart 
to  see  how  well  it's  put  together. 


2  Take  research 
and  development 
activities  ranging  from 
new  advances  in  life 
sciences  and  materials 
technology  to  new- 
control 
systems 
for  the 
petroleum 
industrv. 


ITake  the  use 
of  systems  engi- 
neering techniques 
to  solve  such  problems 
as  environmental 
pollution  and  urban 
redevelopment. 


%  Take  greater 
^  demand  for 

■roelectronics 
I  uitry  in 
•nmercial  and 

emment 
.irkets. 


/I  Take  new  concepts  for  high- 
^Tspeed  ground  transportation, 
representing  one  of  the  many 
potential  growth  areas  in  the  field 
of  civil  systems. 


3  Take  new 
spacecraft 
programs  involving 
navigation  control, 
earth  resources 
and  advanced 
communications 
satellites.  ^ 


6  Take  expanding 
markets  for 
information  systems 
and  computer 
software  services. 


■  Now  add  to  these  growth  opportunities  the  solid 
base  of  leadership  in  systems  engineering  services 
and  in  the  development  and  manufacture  of  jet 
engine  components,  spacecraft,  automotive  parts, 
electronic  components  and  systems,  bearings  and 
tools.  And  consider  a  compound  annual  sales  growth 
of  18 ' '  over  the  past  five  years.  An  earnings  growth 
of  20%  per  year.  Six  consecutive  years  of  record 
sales  and  earnings.  Sales  of  more  than  $1.4  billion 
in  1968.  Net  earnings  of  $72  million  or  $2.15  per 
share.  80,000  people  in  over  300  worldwide  locations. 
More  than  10 'r  with  technical  degrees,  including 
500  Ph.D.s  and  2'/(,  of  all  the  physicists  in  the  coun- 
try. Put  them  all  together  under  a  management 
that  specializes  in  managing  technology  and  bal- 
ancing diversity  and  you  get  an  up-to-the-minute 
(and  years  ahead)  picture  of  TRW. 


Get  the  picture? 

For  a  copy  of  TRW's  1968  Annual  Report  to  Investors,  write 

Arlen  D.  Southern,  Director  of  Corporate  Public  Relations, 

TRW  INC.,  23555  Euclid  Avenue,  Cleveland,  Ohio  44117. 


TRW 


TRW  INC.,  Cleveland,  Ohio  —  A  Diversified  Technology  Company  Specializing 
in  Products,  Systems  and  Services  for  Commercial,  Industrial  and  Goveryiment  Markets. 


Ramada  Inns  has  grown  from  31  regionally-located  Inns  to  a 
I  major  national  chain  more  than  200  strong,  and  still  growing.  It's 
J  a  remarkable  success  story,  prompted  by  excellent  benefits,  in- 
i  eluding  the  nation's  largest  credit  card  affiliation,  with  over  20 
million  cardholders;  SureRate,  a  guaranteed  rate  program  includ- 
ing over  1500  major  corporations;  nationwide  Ramada  Inn-Stant, 
the  world's  fastest  reservation  and  referral  system.  Your  return 
on  a  Ramada  investment  is  protected  by  the  tax  shelter  of  rapid 
depreciation  write-offs,  and  the  7%  investment  credit. 

_jnvest  in  our  rapid  growth.  Write  now  for  complete  franchise 
Ibrmatlon. 


RAMADA  INNS 


^^» 


For  information  write,  wire  or  phone:  Ramada  inns,  Inc.,  P.O.  Box  1632,  Dept.  F020 3, Phoenix, 

Arizona  85001-602-275-4741 

D  I'm  interested  in  a  new  Ramada  franchise. 

D  I'm  interested  in  converting  my  existing  hotel. 


NAME 

ADDRESS. 
CITY 


-PHONE. 


-STATE. 


JIP. 


AFFLUENTS 


Adults  who  are  home  owners  with  household 
incomes  of  $15,000  &  over 

Forbes  38.0% 

Fortune  37.6% 

BusinessWeek  27.2% 

Forbes  has  the  highest  concentration  of  these 
better  paid  home  owners  found  in  the  1968 
Simmons  Study  of  the  audiences  of  57 

publications. 


READERS  SAY 


If  the  Shoe  Fits  .  .  . 

^  Sir:  Thank  you  for  the  story  on  Mel- 
ville Shoe  ( FoHBEs,  Feb.  1).  As  a  cus- 
tomer-— an  unhappy  customer — of  the 
shoe  industry,  it  doesn't  say  what  I  want 
to.  hear,  but  it  revives  my  hope  that  the 
shoe  industry  will  revise  its  thinking 
and  maybe  in  time  do  more  about  fitting 
-shoes  to  the  feet  that  wear  them. 

— Hazel  S.  Billings 
WiLnington,  Dela. 

Sir:  In  your  article  you  mentioned 
".  .  .  the  small  industrial  city  of  Worces- 
ter, Mass."  As  Worcester  is  only  175  miles 
from  New  York  City,  I  cannot  under- 
stand how  you  can  call  it  a  small  indus- 
trial city.  As  a  matter  of  fact,  Worcester 
is  one  of  the  largest  industrial  cities  in 
the  world  that  is  not  located  on  a  water- 
way. It  has  approximately  700  diversified 
manufacturing  establishments,  producing 
grinding  wheels  and  abrasives,  machinery 
for  steel  rolling  mills,  machine  tools,  plas- 
tics, etc.  The  city  is  served  by  three 
railways  and  regular  plane  service. 

— Joel  I.  Cehn 
Worcester,  Mass. 

Profitable  Standards 

Sir:  FTC  Chairman  Nicholson's  state- 
ment that  legislation  may  be  needed  to 
specify  performance  standards  for  con- 
glomerate mergers  (Forbes,  Feb.  15) 
would  be  humorous  were  it  not  for  the 
source.  The  economics  of  the  market- 
place already  have  a  performance  rating 
device.  It  is  called  "profit."  While  there 
is  no  doubt  that  sleepy  managements 
(and  stockholders)  are  being  "had"  by 
the  more  aggressive  ones,  I  suspect  tliat 
the  cure  would  be  worse  than  tlie  disease. 
I,  for  one,  am  betting  diat  "Wall  Street" 
is  going  to  make  plenty  dismanding  the 
less  well-conceived  mergers. 

— James  R.  Anderson 
Hampton,  Va. 

Havana  Giveaway 

Sir:  In  your  Feb.  15  issue  (p.  19),  your 
advertising  slogan  for  an  airline  was  in- 
correct. It  should  read:  Who  knows,  a 
stop  at  Havana  at  no  e.xtra  cost. 

— John  O.  Sixt 

Vice  President, 

John  Sixt  &  Son,  Inc. 

Chaffee,  N.Y. 

Warranted  Criticism? 

Sir:  Regarding  your  article  "Rebirth 
of  the  Warrant"  (Forbes,  Feb.  15): 
It  is  foolish  to  assume  that  the  price  of 
a  warrant  will  move  point  by  point  with 
the  stock  either  up  or  down.  In  analyzing 
any  warrant  situation,  one  must  weigh 
up-side  leverage  vs.  down-side  leverage, 
time  until  expiration,  and  the  fundamen- 
tals of  the  issuing  company. 

— Richard  L.  Peterson 
Springfield,  Mo. 
(Continued  on  page  19) 
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Introducing  the  Pitney-Bowes  Mailomatic. 


It's  the  newest,  fastest,  most  efficient 
and  most  compact  mailing  system 
ever  made  for  the  volume  mailer.  And 
all  it  takes  is  one  person  to  run  it. 
At  the  record-breaking  speed  of  up 
to  12,000  envelopes  per  hour.  Even 
handles  large  9"  x  12"  envelopes  at 
higher-than-ever  speeds.  The  Mailo- 
matic also  gives  you  a  built-in  bonus 
of  8V2  cubic  feet  of  storage  space  for 


those  necessary  mailroom  supplies. 
It  feeds,  stamps,  postmarks,  counts, 
seals,  stacks  and  even  prints  your  own 
advertisement.  Keeps  an  accurate 
record  of  postage  used.  It  accom- 
modates envelopes  of  varied 
sizes  and  thicknesses.  Seals 
flaps  with  depth  up  to  S^'s 
inches.  It  prints  postage  on 
special  gummed  tape  for 


accom- 


packages,  and  prints  any  postage 
value  from  Vii  to  $9.99 V2   inclusive. 

And  we'd  like  to  repeat.  All  it  takes 
is  one  man  and  our  fvlailomatic  to  han- 
dle over  90,000  letters  a  day.  Without 
overtime.  Without  tripping  back  and 
forth  to  the  post  office. 

Find  out  how  you  can  buy  or  lease 
this  one-man  console  mailroom  by 
writing  to  Pitney-Bowes. 


The  <^ne-:inan  mailroom 
that  can  handle.over  90,000  letters  a  day. 


^ 


??r^ .;. 


^  P  i  tney  -  B  owe  s 


3f  information, write  Pitney-Bowes, Inc.,  1741  Piofic  St.,  Stamford, Conn.  06904.  Postage  Meters,  Addresser-Printers,  Fcm 
ORBES,  MARCH  15,  1969 


,  a  Imprinters.  Scales,  Mailopeners, Collators,  Copiers. 
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the  Michelin  story 

In  1895,  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

Today,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
Michelin  X,®  the  steel-cord  belted  Radial  tire  that  gives  you  all 
these  high-performance  features:  shock  cushioning  abilities,  full  grip 
in  all  weather,  far  fewer  punctures,  long  tread  life  ( at  least  twice  that 
of  regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10%) . 


2156 

18 


MICHELIi 

Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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READERS  SAY 


I  Continued  from  page  16) 

Fed  Up 

Sir:  \\'h\'  are  the  airlines'  profits 
down  (Forbes,  Jan.  D?  You  gave  some 
of  the  reasons  in  your  article,  but  prob- 
ably the  most  important  one  is  the  fact 
that  they  ha\e  mistreated  their  sales- 
men so  badh  for  the  last  30  years.  The 
travel  agents  of  America — 20.000  em- 
ployees and  about  5,000  sales  locations 
— have  about  had  it. 

— Othmar  C.  Grcexlncer 

Chairman, 

Association  of  Retail  Travel  Agents 

Indianapolis,  Ind. 

M^£  Apologize 

Sir:   Forbes — Feb.  15.  p.   19,  column 
2,  line  1:   "Needs  of  we  megalopolites." 
Tut.  tut — \ou  don't  often  let  one  that 
bad  get  by. 

— Belton  G.  Griffin 
Houston,  Tex. 

Us  editors  are  sometimes  fallible  too — 
MSF. 

Saint  Joe 

Sir:  You  have  a  perfect  right  to  your 
personal  opinions,  and  if  that  happens 
to  include  nominating  Joe  Naniath  to 
sainthood  (Fact  L-  Comment,  Mar.  1), 
that  is  your  business.  However,  when 
you  use  your  "business"  magazine  as  a 
vehicle  for  parading  your  private  opin- 
ions, especial!)  when  those  opinions  in- 
clude the  adulation  of  a  "boor."  then  I 
strongly  protest.  I  will  no  longer  remain 
mute  while  Namath  and  his  ilk  are 
placed  on  a  pedestal  and  glorified. 

\\lLLI.\Nt      F.     Et'KER 

Lake  Zurich,   III. 

A  Challenging  Opporfunity 

Sir:  With  respect  to  one  ot  the  chal- 
lenges or  opportunities  [facing  the  na- 
tion) \ou  write  (Fact  i-  Comment,  Feb. 
15):  "opening  more  avenues  to  better 
jobs  ior  blacks  by  busting  the  lily-white 
iron-clad  discrimination  of  so  many 
unions,  among  other  areas."  It  seems  to 
n>e  one  of  the  "other  areas"  is  the  pres- 
ent lack  of  black  directors  on  boards  of 
the  larger  corporations.  I  took  a  survey  of 
97  companies  that  together  have  annua! 
sales  of  about  $203  billion,  employ  aljout 
7.2  million  people  and  are  owned  by 
about  14.2  million  stockholders.  For 
these  97  corporations  there  are  about 
1,495  director  positions  and  I  don't  think 
there  are  any  Negro  citizens  serving  any 
of  them.  If  each  corporation  with  a 
board  of  10  or  more  persons  would  nom- 
inate and  elect  at  least  one  black  person 
it  would  be  a  great  move  toward  justice 
and.  too.  would  give  boards  a  needed 
and  invaluable  dimension  for  directing 
which  most  of  the  large  corporations 
don't  possess  at  present. 

— Jack  Perfect 
New  York,  N.Y. 


Hunt  &  Fish 
an  active  volcano. 


Hawaii.  A  sportsman's 

nirvana.  Sno^v-capped,  tropical. 

Wild  boar,  wild  sheep,  wild  times. 

Marlin,  dolphin,  tuna.  Active  hunting 

&  fishing  adventures  with  Winchester. 


I 
■ 


WINCHESTER 
WORLD-WIDE 
ADVENTURES 


Surf  if  you  want  to.  But  the  land  of  pineapples  offers  exotic  big 
game  fiunting  and  fishing.  Year-round.  Send  for  full  information,  or 
see  your  travel  agent.  Winchester  Adventures,  Inc., 
Dept.   F-3  ,  100  Park  Ave.,  New  York,  N.Y.  10017. 


tkOF 


name 

address . 
city 


state  . 


zip. 


Varo:  Part  of  the  home  entertainment  picture. 


There's  liltic  doubt  in  any 
one's  mind  that  television 
is   firmly  entrenched   in  the 
American  way  of  life. 

Nor  that  in  the  not  too  distant 
future  it  will  play  an  even  greater  part 
in  our  day-to-day  living. 

Predictions  like  wall-to-wall  television  with 
a  three-dimensional  picture,  wrist-watch  size 
television,  and  TV  shopping  are  by  no  means 
out  of  reach. 

Behind  all  the  bright  predictions  for  tele- 
vision lie  sound  technological  advances  in 
electronics. 


For  instance.  Varo  ha-> 
developed  a  high  voltaije 
solid-state  rectifier  for  color 
television  that  effectively  re- 
places the  vacuum  tube  components 
now  used.  It  makes  totally  solid-state  cir- 
cuitry economically  possible  for  the  first  time. 
Growth  through  advanced  technology  is  re- 
flected in  all  of  the  product  lines  throughout 
Varo.  For  a  detailed  picture  of  where  the  com- 
pany has  gone  and  what  it  has  done  since  its 
inception  in  1946.  write  for  our  annual  report. 
Address  your  request  to  Public  Relations, De- 
partment F-4. 


G 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  BIdg..  P.O  Box  41 1.  Garland, Texas  75040 
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VIPs  on  super-tight  schedules  find 
that  helicopters  help  them  make  very 
important  dates. 


The  Helicopter: 
What's  it  done  for  you  lately? 


Ill*|i«      V|»%1^|1»» 


For  industry,  brawny  helicopters 
are  speeding  ever-heavier  loads 

to  where  they're  needed  in  a  hurry. 


Our  helicopters  are 
airlifting  all  kinds  of  people.  Planting 
transmission  towers.  Placing  prefab 
building  sections.  Delivering  supplies 
to  our  fighting  men, 
and  our  men  from  tight  spots. 

We're  out  to  make  helicopters 
even  more  useful  to  more  people. 
By  cutting  operating  costs.  Boosting 
speed  and  range.  And  payloads. 
And  versatility:  future  helicopters  that 
whisk  commuters  to  and  from 
work  will  also  be  able  to 
heft  big  loads  of  cargo. 

Helicopters:  just  one  of  many 
ways  we're  working  toward  a 
coordinated,  efficient  transportation 
system.  That's  our  main 
purpose  at  United  Aircraft. 
Where  new  ideas  take  off. 

United 
fi  I  re  raft 

PRATT  &  WHITNEY  AIRCRAFT  • 

HAMILTON  STANDARD  ■  SIKORSKY  AIRCRAFT 

NORDEN  ■  UNITED  TECHNOLOGY  CENTER  • 

ELECTRONIC  COMPONENTS  ■  UNITED  AIRCRAFT 

RESEARCH   LABORATORIES- 

UNITED  AIRCRAFT  OF  CANADA  LIMITED  • 


Helicopters  have  been  getting 
a  lot  of  people  out  of  trouble , 


l^UA^  ij£ 


How  systems  engineering 

can  produce 

a  total 

plant  facility  system. 


The  systems  engineer  regards  any 
facility  for  the  production  or  distri- 
bution of  goods  or  services  as  a 
total  process  which  uses  men,  ma- 
chines, material  and  money  to  per- 
form specific  functions.  Before 
concerning  himself  with  the  details 
of  design  and  construction,  he  ana- 
lyzes the  objectives  of  the  system 
as  well  as  the  methods  available  to 
attain  them.  On  the  basis  of  this 
analysis  he  recommends  the  best 
solution  to  the  problem.  The  result 
is  a  "Total  Plant  Facility  System." 

This  approach  offers  significant 
benefits  to  the  user  in  that  it  organ- 
izes data  In  a  way  that  presents 
decision  makers  a  clearer  idea  of 
the  choices  open  to  them  and  a 
better  method  of  measuring  results 


against  both  expectations  and 
objectives. 

The  Austin  Method,  a  concept 
which  integrates  and  coordinates  a 
full  range  of  consulting,  engineer- 
ing and  construction  services  with 
undivided  responsibility,  is  a  sys- 
tems approach  to  the  development 
of  solutions  to  plant  facility  prob- 
lems. The  approach,  based  on 
nearly  a  century  of  service  to  com- 
merce and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 

Austin  offers  seven  engineering- 
economic-consulting  services  in  its 
comprehensive  portfolio  of  serv- 
ices. They  are  an  important  initial 
step  in  a  systems  approach  to  es- 
tablishing objectives  and  require- 


ments of  the  total  facility.  These 
services  include: 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


• 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ENJOY,  ENJOY 

President  Nixon  is  enjoying  his  job. 

No  wonder  he's  been  doing  it  well. 

Mr.  President,  enjoy,  enjoyi 


SO? 


This  season's  crop  of  Peruvian  dictators  has  signed  the 
country's  first  trade  agreement  with  the  Soviets. 

So? 

We're  supposed  to  get  in  a  big  sweat  about  it  and, 
according  to  the  Monroe-vian  script,  we're  supposed  to 
apologize  to  them  for  their  having  seized  our  fishing  boats; 
to  thank  them  for  having  expropriated  the  American  oil 
investment  money  they  pleaded  for  and  guaranteed;  up 
the  over  price  we  now  pay  for  the  Peruvian  sugar  crop; 
and  do  all  sorts  of  pirouettes  to  persuade  them  not  to  do 
business   with  Russia. 


When  Peru  signed  this  deal  with  Moscow,  their  be- 
tassled  Brass  bosses  gleefully  asserted  that  "It  signals  the 
end  of  economic  dependence  on  the  U.S." 

We  should  be  so  lucky. 

The  fact  is  that  it  might  do  a  bit  of  good  for  the  U.S. 
throughout  South  America  if  we  don't  get  overexcited 
about  their  doing  business  with  the  Russians.  As  the 
Cubans,  the  Czechs,  the  Roumanians  and  all  the  others 
who  have  done  business  with  the  U.S.S.R.  have  discovered, 
there  ain't  nothing  for  nothing. 

Except  sometimes  from  Uncle  Sam. 


WAY  PAST  DUE 


I  cannot  think  of  one  convincing  reason  why  "the  laws 
pertaining  to  foundations  shouldn't  be  substantially  revised. 

There  are  plenty  of  reasons  why  they  should  be. 

Under  the  present  law,  foundations  are  multiplying  like 
rabbits,  a  good  percentage  of  them  for  reasons  of  tax 
arvoidance,  and  in  some  cases  outright  evasion. 


What's  so  outlandish  about  Representative  Wright  Pat- 
man's  (Dem.,  Texas)  suggestion  of  a  20%  income  tax  rate 
for  foundations?  And  for  sufficient  overseeing  to  see  that 
they  spend  the  rest  for  philanthropies  other  than  those 
which  begin  and  end  with  the  "philanthropist's"  own  home 
and  family. 


COUP 


Being  a  Scotsman,  I  hate  to  carry  and  hate  even  more 
to  part  with  greenies,  using  credit  cards  when  appropriate 
and  possible. 

Last  year  during  some  days  in  our  magnificent  mountain 
states,  I  learned  that  often  the  only  credit  card  honored 
was  the  BankAmericard. 

On  returning  to  New  York  I  wrote  to  Bank  of  Amer- 
ica and  asked  for  one.  They  turned  me  down  cold. 
They  were  kind  enough  to  say  that  it  was  because  Bank  of 
America  had  made  no  banking  arrangement  yet  for  us 


provincial  New  Yorkers. 

When  Bank  of  America  was  able  to  land  New  York's 
astutely  managed,  blue  chip  Bankers  Trust,  I  was  elated 
for  obvious  personal  reasons.  This  marriage  of  one  of  the 
hottest  credit  cards  to  one  of  the  East's  most  prestigious 
banks  makes  Bankers  Trust  and  archcompetitor  First 
National  City  (Interbank  card)  the  front  runners  in  a 
most  important  race. 

Now  you  and  I  can  go  'most  anywhere  without  pockets 
full  of  either  plastic  or  cash. 


FORBES,  MARCH  15,  1969 


23 


OVERKILL 


Wall  Street  has  a  plethora  of  problems  and  its  firms 
are  getting  all  kinds  of  probings  and  promulgations,  both 
from  within  tlie  industry  and  without — the  "without" 
being  the  Securities  &  Exchange  Commission,  the  Justice 
Department   and   Congress. 

Many  of  the  solutions  to  The  Street's  problems  are 
going  to  cost  money  and  much  time — which  is  also  money 
for  money  men. 

So  it's  downright  stupid  to  be  attacking  the  minimum 
rate  structure  in  the  security  business. 

Firms  lose  so  much  money  as  they  are  handling  the  little 
mail's  relatively  little  transactions  that  many  now  won't 
handle  them  at  all.  The  profit  on  handling  large  blocks 


is  what  will  pr<)\  ide  the  vast  investment  needed  for  mod- 
ernizing the  whole  securities  business,  what  will  finance 
the  accommod^ion  of  the  little  guy's  transactions  and 
what  will  make  it  possible  for  there  to  be  order  in  the  mar- 
ketplace. 

Simultaneously  to  chop  the  take  on  big  transactions  and 
eliminate  minimum  ratex  will  accomplish  exactly  the  op- 
posite of  the  objectives  the  Regulators  have — or  should 
have — in  mind. 

A  m>riad  of  smaller  firms  will  be  forced  to  fold.  We 
may  end  up,  as  in  Japan,  with  three  or  four  giants  who 
do  all  the  business. 

Would  that  be  good? 


THE  CHASE  PLAYS  CRAP 


What  for  is  The  Chase  Manhattan  Bank  helping  Resorts 
International,  the  Nassau  casino  operators,  to  acquire  a 
huge  hunk  of  Pan  American?  (See  page  27.) 

For  the  possible  profit  of  $150,000,000,  that's  what  for. 

Speaking  of  gambling  though — I'll  wager  Chase  Presi- 


dent  David  Rockefeller  wasn't  posted  about  his   bank's 
gambol  with  the  gamblers. 

After  all.  Pan  American  World  Airways  in  the  aviation 
world  has  a  reputation  quite  on  a  par  with  the  one  Chase 
Manhattan  had  in  the  banking  world. 


WHEN  A  FELLER  NEEDS  A  FRIEND 


when  a  fissure  oft  the  Cahfornia  coast  started  pumping 
and  dumping  oil  on  the  nearby  towns  and  beaches,  every- 
body started  jumping  on  Union  Oil.  Matters  weren't 
helped  one  iota  by  a  manufactured  "quotation"  attributed 
to  Union's  president,  Frank  Hartley,  alleging  his  amaze- 
ment at  the  publicity  "for  the  loss  of  a  few  birds." 

The  situation  is  really  ironic.  Union  Oil  is  one  of  the 
more  ably  managed  giants  in  the  business,  and  its  service 
stations  are  notable  for  cleanHness  and  service. 

Fred  Hartley  never  said  what  the  press  reported,  as  the 
transcript  and  the  Senate  committee  members  definitely 
established.  But  1  don't  suppose  the  truth  will  ever  catch 
up  witli  the  more  colorful  falsehood. 


That  means  must  be  devised  to  head  off  such  disasters 
in  the  future  is  without  question.  But  any  of  the  oil  com- 
panies operating  ofi-shore  could  have  been  operating  the 
rig  where  this  first-of-its-kind  accident  occurred. 

If  villains  are  called  for,  obviously  a  huge  number  can 
be  located,  including — as  he  was  the  first  to  say — former 
Secretary  of  the  Interior  Stewart  Udall,  who  granted  the 
drilling  rights  and  who  has  been  one  of  the  most  success- 
ful conservationists  who  ever  headed  the  department. 

To  heap  all  the  blame  on  Hartley  and  Union  is  utter 
nonsense,  and  the  fair-minded  should  help  in  offsetting 
whatever  damage  the  narrow-minded  may  be  doing  to  a 
first-rate   company. 


HE  OUGHTA  BE  A  CAPTAIN 


Private  Donald  Till  was  being  transported  to  a  court- 
martial  by  the  Army.  There  are  a  couple  of  hundred 
assorted  charges  against  him,  including  AWOL.  Ob- 
viously, the  army  considered  him  a  bad  actor. 

Bad  actor? 

He  was  being  flown  in  a  small  army  plane  to  the 
stockade  at  Fort  Riley,  Kan.,  and  this  character  who  has 
been  bucking  the  whole  military  machine  for  months 
persuaded  his  guards  that  he  was  so  afraid  of  flying  that 
he  wanted  to  wear  a  parachute. 

They  fell  for  it,  and  shortly  after  take-oflF  he  popped  out 
of  the  plane  and  floated  to  temporary  freedom. 

Instead  of  being  a  bad  actor,  I'd  say  he  was  a  pretty 


^R-^ 


good    one. 

Instead  of  sticking  him  in  the  pokey,  I  think  the  Army 
ought  to  make  him  a  captain  in  the  Special  Forces  where 
gall,  gumption,  get-up-and-go  are  prized. 

For  his  wile  and  will,  let's  fomi  the  Society  for  the 
Promotion  of  Till. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


Our  Lady  Hilton  rooms  are  so 
attractive,  weVe  having  a  hard  time 
keeping  the  gentlemen  out. 

Some  fifty  years  after  the  19th  Amendment 
gave  women  the  right  to  vote,  we're  giving  them 
the  right  to  be  women  when  they're  away  from 
home.  Maybe  it's  about  time. 

After  all,  everybody  knows  that  being  a  busi- 
nesswoman doesn't  mean  not  being  a  woman. 
And  that  all  women,  for  business  or  pleasure,  are 
traveling  much  more  these  days. 

I^^l         i    ^H  We  just  went  ahead  and  treated  them  like  the 

H^'*    I  I  Jif^l         ladies  they  are.  Some  of  our  choicest  rooms  were 

HT        illifUil         picked  out  to  be  Lady  Hiltons.  Bedrooms  and 

bathrooms  were  made  more  feminine,  fanciful. 
We  added  flowers,  a  jewelry  drawer,  special 
mirrors  (including  a  magnifying  one  for  putting 
on  make-up),  skirt,  hat  and  dress  hangers.  We 
added  more,  but  you  get  the  big  idea.  Service. 
That's  always  been  what  we're  all  about.  Why 
you  can  expect  the  same  kind  of  hospitality  and 
efficiency  at  the 
Buffalo  Hilton 
as  you'll  ^^— »-!-. 

find  at  the  Beverly  Hilton  \   N^F 

in  Beverly  Hills, 

the  Shamrock  in       -^ 

Houston,  or  the 

San  Francisco 

Hilton. 

Lord  or  lady, 

you  can  be  sure 

you'll  be  treated 

like  one.  At  any 

Hilton,  anywhere. 

The  friendly  world  of 


raton 


Call  the  Hilton  Reservation  Service  in  your  City. 


More 

businessmen 
ought  to  be  treated 
likecatde. 


When  the  average  American  Hereford 
steps  on  the  train,  the  value  of  his 
insurance  is  as  current  as  the  last 
pound  he  gained. 

When  the  average  American  business 
man  steps  out  on  company  business, 
the  value  of  his  insurance  probably 
hasn't  been  upgraded  since  the  day 
he  got  it.  If  he  got  it  at  all. 

At  CNA,  we  don't  think  any 
corporation  should  risk  unsophisti- 
cated travel  insurance  for  their 
people.  (So  many  more  businessmen 
are  traveling  now.)  That's  why  we 
recommend  our  Group  Travel 
Accident  coverage.  It's  as  current 
as  the  changes  in  your  company. 

For  example,  we've  made  a  lot  of 
our  coverage  automatic. 

Like  insuring  the  businessmen 
you  didn't  expect  to  be  traveling 
for  you. 

Like  insuring  businessmen 
you  acquired  through  a  merger 
or  an  acquisition. 

And  we've  sophisticated 
what  we  cover. 


But  CNA  does  a  lot  of  things  other 
companies  don't. 

Keeping  your  employees'  travel 
insurance  as  current  as  cattle's  is  the 
least  we  can  do. 

Man  deserves  more. 

Contact  your  agent.  Or  write  to  us 
for  a  CNA  Travel  Exposure  Analysis. 

a  ''CN^  insurance  service 

DEPT  18WZ  •  310  S.  MICHIGAN  AVE.  •  CHICAGO.  ILL.  60604 
CONTINENTAL  CASUALTY  CO,  •  AMERICAN  CASUALTY  CO. 
NATIONAL  FIRE  INSURANCE  COMPANY  OF  HARTFORD 
TRANSCONTINENTAL  INSURANCE  CO  •  TRANSPORTATION 
INSURANCE  CO.  •  VALLEY  FORGE  INSURANCE  COMPANY 
VALLEY  FORGE  LIFE  INSURANCE   CO      •     CNA  INVESTOR 

SERVICES,  INC    .    >(js»,FmRNCHiL  CORPOMTm 


If  you  have  men  assigned 
to  a  hazardous  area, 
including  a  war  zone,  we'll 
insure  them,  if  we've 
made  arrangements  with 
you  beforehand,  we'll  do  it 
automatically. 

Some  companies  won't  insure 
that  kind  of  risk. 


' 


Craps,  Roulette  &  Pan  American  Airways 

Through  a  series  of  deals  to  acquire  nearly  10%  of  Pan 
American  World  Airways,  Resorts  International  has  joined  that 
gro  wing  lis  tof  small  companies  that  hanker  to  take  o  ver  gian  ts. 


)n  the  opening  page  of  Resorts  lii- 
eniational's  report  for  the  first  six 
lonths  of  1968,  there's  a  picture  of  a 
t  flying  over  a  Caribbean  island, 
-oulcl  that  have  been  a  Pan  Ameri- 
an  plane — and  was  Resorts  Intema- 
ional  telling  Wall  Street  something? 

Until  a  month  ago,  the  idea  that  a 
ompany  with  1967  revenues  of  $18.9 

James  M.  Crosby 


million  and  net  income  of  $517,560 
could  take  over  one  of  the  world's 
largest  stockholder-owned  airlines 
might  have  seemed  preposterous,  but 
no  one  considers  it  preposterous  now. 
Resorts  International  has  just  con- 
cluded two  deals  under  which  it 
could  acquire  as  much  as  3.3  million 
shares  of  Pan  American  World  Air- 


ways and  $155  million  in  cash  as  well. 
With  all  that  cash  and  9.7%  of  Pan 
Am's  .stock  in  hand.  Resorts  vnW  have 
most  of  the  weapons  it  needs — in- 
cluding a  price/earnings  ratio  of  50 
or  so — to  make  a  tender  offer  for  the 
rest  of  Pan  Am  and  make  it  look 
good.  Not  so  bad  for  a  company 
whose   basic   business   is   craps,   rou- 


%ir  Stafford  Sands 


Huntington   Hartford 


Charles  Bluhdorn 


Bridge  Of  Gold.  The  bridge  is  what  makes  Paradise  Island  so  profitable, 
because  it  makes  the  island's  gambling  casino  only  a  short  walk  from 
Nassau,  one  of  the  world's  great  tourist  Meccas.  Professional  gamblers  run 
the  casino;  the  island's  main  hotel  (top  right)  is  run  by  Loew's  Theaters, 
which  gets  the   first  $1    million   in   earnings  plus  a   cut   of   everything   else. 


lette  and  blackjack. 

It  may  never  happen,  but  Resorts 
Intemationars  history  is  one  of  un- 
likely happenings,  involving  such 
names  as  Huntington  Hartford,  the 
A&P  heir;  professional  gambler  Eddie 
Cellini,  the  brother  of  the  notorious 
Dino  Celhni,  a  lieutenant  of  the  Ma- 
fia's even  more  notorious  Meyer  Lan- 
sky;  Charles  Bluhdom  of  Gulf  &  West- 
em;  the  so-called  Bay  Street  Boys, 
who  once  ran  the  Bahamas  and  still 
dominate  their  economy;  and  New 
York's  big  Chase  Manhattan  Bank. 
More  directly  involved  are  the  four 
men  who  dominate  Resorts  Interna- 
tional itself — Chairman  James  M. 
Crosby,  his  brothers  John  F.  Jr.  and 
William  M.  Crosby,  and  his  brother- 
in-law  Henr\-  B.  Muiphy. 

Until  less  than  a  year  ago,  Resorts 
International  was  a  small  paint  manu- 
facturer and  retailer  known  as  Mary 
Carter  Paint,  which  managed  to  sur- 
vive against  such  giants  as  Sherwin- 
Williams  and  PPG  Industries  by  mak- 
ing the  most  of  a  sales  gimmick:  "Buy 
one — get  one  free."  The  company  was 
moderately  profitable.  In  1963  it 
earned  SI. 7  million  or  71  cents  a 
share,  on  820  million  in  sales.  But 
it  paid  no  dividends. 

By  1964,  its  cash  and  negotiable 
securities  had  hit  S4.1  million;  the 
Federal  Trade  Commission  had  or- 
dered Mar\  Carter  to  abandon  its 
sales  gimmick,  calling  it  misleading; 
and  James  M.  Crosby  decided  to 
use  Mary  Carter's  cash  to  expand  into 
another  business,  real  estate  develop- 
ment on  Grand  Bahama  Island. 

Enter  hapless  Huntington  Hartford. 


Hartford  had  bought  an  island  off 
the  coast  of  Nassau  from  Axel  Wen- 
ner-Gren,  the  late  Swedish  multimil- 
lionaire freebooter.  The  island  had 
several  of  the  most  spectacular  beaches 
in  the  world,  and  Hartford  changed 
its  name  from  Hog  to  Paradise  Is- 
land and  started  pouring  out  millions 
to  make  it  truly  a  paradise.  How  much 
he  spent  only  Hartford  knows;  the 
estimates  range  up  to  S.30  million. 

Great  Idea  But  .  .  . 

Hartford's  idea  was  to  create  an 
ultra-exclusive  resort  for  gamboling  in 
the  sun  by  day  and  gambling  in  the 
casinos  by  night.  He  also  planned  a 
bridge  linking  Paradise  Island  to 
Nassau  so  that  tourists  from  Nassau 
could  drive  to  Paradise  Island  to  play 
at  his  casino.  But  when  Hartford  ap- 
plied for  a  license  to  open  a  gambling 
casino  and  for  permission  to  build  a 
bridge,  he  ran  into  tiouble.  More  ex- 
actly, he  ran  into  the  Ba\'  Street  Boys. 

The  Bay  Street  Boys  are  a  group 
of  Englishmen  whose  families  have 
lived  in  Nassau  for  generations.  They 
not  only  are  extremely  wealthy;  until 
recently  they  ran  the  Bahamas  like  a 
closely  held  joiporation.  One  of  the 
leaders  is  a  lawyer.  Sir  Stafford  Sands; 
another  is  Sir  Roland  Symonette.  The 
Bay  Street  Boys  had  given  a  gam- 
bling monopoly  to  a  onetime  Wall 
Street  highroller  named  Wallace 
Groves,  who  came  to  Nassau  after  a 
teiTTj  in  a  Federal  penitentiary  in 
Connecticut  over  some  stock  dealings. 

Sa\s  W.  Keyser  Manly,  who  han- 
dles public  relations  for  Resorts  In- 
ternational: "Hartford  didn't  like  the 


Bay  Street  Boys  and  he  wouldn't 
deal  with  them.  Instead  of  hiring  Sir 
Stafford  Sands  as  his  attorney,  he  re- 
tained Lynden  Oscar  Pindling,  the 
leader  of  the  Progressive  Liberal 
Party,  which  then  was  engaged  in  at- 
tempting to  overthrow  the  Bay  Street 
Boys.  Naturally,  no  matter  what  Hart- 
ford asked  for,  the  Boys  said  no." 

They  refused  Hartford  a  gambling 
license,  and  they  refused  to  let  him 
build  a  bridge  on  the  grounds  that  it 
would  impede  navigation.  Hartford 
had  counted  on  filling  his  casino  with 
tourists  from  Nassau,  and  so  had  built 
a  hotel  with  only  52  rooms.  Says  Man- 
ly: "Someone  once  figured  out  that, 
without  gambhng,  Hartford  would 
have  to  rent  those  rooms  at  $800  a 
night  each  to  break  even."  Paradise 
Island  became  a  drain  on  the  AfijP 
fortune  estimated  at  SI  million  a  year. 

Enter  James  M.  Crosby  and  Mary 
Carter  Paint. 

In  1966,  Crosby  offered  to  buy 
75%  of  Hartford's  interest  in  Paradise 
Island  for  $3.5  miUion  in  cash  and 
the  assumption  of  a  S9-million  mort- 
gage. He  had  no  reluctance  about 
dealing  with  Ba\  Street,  and  im- 
mediately hired  Sir  Stivfford  Sands  as 
his  attorney. 

Miraculously,  the  barriers  crumbled. 
Sir  Roland  Symonette,  then  premier 
of  the  Bahamas,  and  his  son  Bobby, 
then  speaker  of  the  assembh',  decided 
that  a  bridge  joining  Paradise  Island 
and  Nassau  wouldn't  impede  naviga- 
tion after  all.  And  Wallace  Groves  de- 
cided to  sell  the  gambling  casino  he 
owned  in  Nassau,  the  Bahamian  Club, 
to  Mary  Carter  Paint.  Crosby  there- 
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ipon  built  a  500-room  hotel  and  a 
casino  on  Paradise  Island.  Then 
le  closed  the  Bahamian  Club  and  took 
)ver  its  license,  a  license  that  gives 
lim  a  gambling  monopoly  for  a  radius 
)f  ten  miles  from  Paradise  Island 
vhi'h.  because  of  the  island's  loca- 
ion,  really  means  110  miles.  The 
:asino  is  run  by  Eddie  Cellini,  whose 
jfother  Dino,  a  Mafia  lieutenant,  was 
ater  deported  from   Bahama. 

Crosby  opened  the  casino  and  the 
lotel  in  December  1967.  On  May  29, 
1968,  he  sold  the  compan>'s  paint 
jusiness,  including  the  name,  to  Dela- 
ield  Industries,  now  known  as  Mar\ 
];arter  Industries,  for  ST. 8  million  in 
•ash  and  S2. 1  million  in  6?  notes.  On 
one  24,  he  changed  the  company's 
lame  to  Resorts  International. 

To  make  certain  that  his  casino  is 
im  on  the  up-and-up,  Crosby  has  re- 
ained  the  Washington  law  firm  of 
iundle>  &  Peloquin  to  oversee  it. 
.Villiam  Hundley  is  the  former  chief 
)f  the  Organized  Crime  section  of  the 
ustice  Department.  Robert  Peloquin 
vas  his  man  in  the  Caribbean. 

Meanwhile,  Crosby  has  been  e.x- 
>anding  his  resort  complex  on  Para- 
Use  Island.  He  has  built  a  motel  and 
mother  270-room  hotel,  four  restau- 
ants  and  a  7.50-seat  theater.  Flagler 
nn  has  all  but  completed  a  third 
lotel  with  250  rooms.  By  June,  Para- 
lise  Island  will  have  accommodations 
or  1,170  guests  as  compared  with 
iuntington  Hartford's  .52. 

Hartford  was  right,  however.  The 
rasino,  which  Crosby  has  enlarged 
rom  10,000  to  15.000  square  feet, 
womanly  draws  its  clientele  not  from 
he  guests  on  the  island  but  from  tour- 
sts  in  Nassau  who  cross  the  bridge  in 
axis  and  on  foot.  Says  Manly:  "There 
vere  800,000  tourists  in  Nassau  last 
'ear.  I'll  bet  that  all  but  ten  of  them 
Tsited  Paradise  Island." 

Paint  is  a  business,  but  a  gambling 
•asino  is  a  money  machine.  During  the 
line  months  ended  Sept.  30,  1967, 
vhen  it  was  a  paint  company,  Re- 
orts  International  earned  SI  million, 
•r  33  cents  a  share,  on  revenues  of 
>16  million.  During  the  first  nine 
nonths  of  1968,  excluding  the  S2.7 
nillion  it  netted  in  May  on  the  sale 
»f  its  paint  business,  the  company 
lamed  $3.4  million,  or  90  cents  a 
hare,  on  revenues  of  $22.6  million. 
Jut  even  gambling  is  nothing  beside 
he  money  Resorts  International's 
akeover  potential  has  generated.  Its 
^lass  A  shares  have  risen  from  a  1967- 
58  low  of  3%  to  a  high  of  61?i  this 
'ear.  They  are  now  selling  close  to  45. 

Enter  Charles  Bluhdom  and  Gulf  & 
(Vestem. 

For  reasons  of  his  own,  G&W  Chair- 
nan  Bluhdom  agreed  to  sell  to  Re- 


sorts International  his  company's  1.8- 
million-share  block  of  Pan  Am,  which 
happens  to  serve  Nassau  with  tourist 
trade  from  the  U.S.  Resorts  paid 
S16  million  in  cash  plus  500,000 
shares  of  Resorts  with  a  book  value 
of  S9.10  for  an  initial  900,000  shares. 
G&W  also  gave  Resorts  an  option  to 
buy  its  remaining  900,000-share  block 
at  S40  a  share  in  return  for  warrants 
for  G&W  to  buy  900,000  shares  of 
Resorts,  also  at  $40. 

Profit  Potential 

At  about  the  same  time,  Resorts 
also  worked  out  a  deal  with  Chase 
Manhattan  to  acquire  another  1.5 
million  shares  held  by  its  trust  depart- 
ment for  various  employee  benefit 
trusts.  Chase  is  one  of  G&W's  bank- 
ers, having  bankrolled  its  $100-million 
acquisition  of  New  Jersey  Zinc  a  few 
years  ago;  and  it  has  also  supplied 
much  of  the  funds  Resorts  Interna- 
tional has  needed  for  its  current  ex- 
pansion. Resorts  will  pay  only  $10 
each  for  Chase's  Pan  Am  shares  (which 
sold  at  28  the  day  the  deal  was  made) , 
not  in  cash  but  in  25-year  debentures. 
In  return,  Chase  will  receive  warrants 
to  buy  3  million  Class  A  shares  of  Re- 
sorts International,  half  at  40,  the 
other  half  at  60.  Chase  is  presumably 
counting  on  the  stock  to  rise.  If  it 
goes  to  100,  the  bank  stands  to  make 
S150  million  on  the  deal. 

"Yes,  and  if  the  contracts  are  ful- 
filled," says  Manly,  referring  to  the 
exercise  of  the  options,  "we'll  end  up 
with  3.3  million  shares  of  Pan  Am  plus 
$155  million  in  ca.sh.  Figure  it  out. 
The  contracts  amount  to  $186  million. 
Against  this,  we've  laid  out  $16  mil- 
lion in  cash  and  $15  million  in  notes. 
Subtract  that  from  the  $186  million, 
and  we  have  $155  million  net." 

Says  a  -spokesman  for  Chase:  "We 
don't  really  have  much  to  say  about 
the  deal.  We  simply  made  an  invest- 
ment decision  for  several  fiduciary 
pension  accounts." 

The  question  that  has  intrigued 
Wall  Street  is  whether  all  those  Re- 
sorts International  options  have  not 
put  G&W  in  a  position  to  acquire  both 
Resorts  International  and  Pan  Am. 
Manly  scoffs  at  the  suggestion.  "Cros- 
by will  continue  to  run  the  company," 
he  says.  "Those  shares  he's  agreed  to 
sell  are  all  Class  A.  It's  the  Class  B 
that  has  the  votes,  and  the  Crosbys 
own  60%  of  those." 

Resorts  International's  first-half  re- 
port last  year  ended  with  the  words: 
"The  Future — Resorts  International  is 
building  it  right  now."  Beneath  these 
words  was  a  picture  of  a  jet. 

A  Pan  American  jet?  Perhaps — if  Re- 
sorts International  has  a  close  enough 
friend  at  Chase  Manhattan.  ■ 


$.  Hurok  Presents... 

...The  Bolshoi  Ballet,  the  Old 
Vic— now  maybe  the  Beatles? 


Sol  Hurok 

At  80,  impresario  Sol  Hurok  may 
bill  himself  as  "the  man  who  lit 
the  match  that  began  the  Ameri- 
can cultural  explosion,"  but  last 
month  he  made  another  kind  of 
bang:  He  sold  out  Hurok  Concerts 
(.sponsor  of  such  successes  as  Van 
Clibum  and  the  Scots  Guards)  to 
Transcontinental  Investing  (1967 
earnings:  $3.5  million). 

In  deference  to  Hurok's  "artistic 
sensibilities, '  the  deal  was  shroud- 
ed in  mystery.  But  fellow  impre- 
sarios think  Hurok  netted  $5  mil- 
lion on  the  deal,  just  as  they  think 
Hurok  Concerts  nets  15%  on  un- 
der $10  million  in  revenues.  Says 
Hurok  coyly:  "I  had  three  rubles 
[$1.50]  when  I  came  to  the  U.S. 
in  1906.  I  haven't  lost  them." 

Importing  high-powered  talent  is 
a  high-risk  undertaking.  "The  Royal 
Ballet  is  a  $3-million  risk,"  explains 
Hurok.  "We  supply  orchestras, 
stage  hands,  transportation,  pub- 
licity and  advertising.  We  pay  the 
Metropolitan  Opera  $25,000  a 
week  for  four  walls  alone."  What 
prompted  the  merger,  Hurok  says, 
was  not  need  but  the  ambition  to 
branch  out  into  high-grade  rock- 
'n'-roU,  educational  films,  TV  and 
radio.  "We  have  so  many  millions 
of  youngsters  who  stay  away  from 
classical  concerts,"  Hurok  says. 
"We  have  to  provide  ways  of 
bringing  them  over." 

Transcontinental,  he  hopes,  will 
provide  the  means.  Originally  a 
real  estate  company,  TIC  branched 
out  into  records,  computer  leasing 
and  drive-in  restaurants,  among 
other  things,  which  makes  it  a 
swinger  at  least  in  financial  term^,. 
Will  that  give  S.  Hurok  the  entree'- 
he  wants  to  the  Now  generation? 
That  remains  to  be  seen.  ■ 
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Can  the  Last  Be  First? 

For  New  York's  giant  J.C.  Penney,  the  rewards  of  being  late  to 
follow  the  crowd  are  getting  to  look  rather  handsome  indeed. 


To  CO  by  the  record  New  York's 
J.C.  Penney  Co.  has  made  over  the 
past  five  years,  one  might  conclude 
that  here  was  a  great  merchandiser 
at  the  top  of  its  form.  During  a  period 
when  Sears,  Roebuck,  the  real  giant  in 
the  business,  posted  a  60%  gain  in 
sales  and  earnings,  Penney's  earnings 
soared  nearly  95%  (to  $107  million) 
on  a  78%  gain  in  sales  (to  $3.2  bil- 
lion). At  the  same  time,  Penney's 
average  return  on  stockholders'  equity 
— achieved  with  virtually  no  leverage 
— was  a  dazzling  18.8%  (last  year 
20.6%),  well  above  Sears'  14.6%,  to 
say  nothing  of  the  14%  averaged  by 
the  five  next  largest  retailers. 

The  fact  is,  however,  in  recent 
years  Penney  has  been  anything  but 
at  the  top  of  its  form.  Since  the  start 
of  the  Si.xties,  the  company  has  been 
undergoing  one  of  the  most  thorough 
reorganizations  in  its  67-\  ear  history — 
one  that  e\en  now  is  far  from  com- 
plete. 

These  changes  date  back  more  than 
a  decade — to  that  now-famous  memo 
Penney's  Chairman  William  M.  Bat- 
ten sent  to  the  board  declaring  that 
the  world  Penne\  had  prospered  in 
was  fast  disappearing,  and  that  if 
Penney  hoped  to  survive  it  would 
have  to  change  with  it.  "Want  has 
supplanted  need,"  Batten  said.  Pop- 
ulations were  shifting;  the  patterns 
of  consumer  buying  had  changed; 
credit  had  supplanted  cash;  affluence, 
penur\';  fashion,  utility. 

The  result  was  that  in  the  early 
Sixties  Penney  turned  its  back  on 
virtually  every  policy  that  had 
shaped  that  company  since  James 
Cash  Penney  opened  his  first  store 
in  Kemmerer,  Wyo.,  back  in  1902. 
Where  it  had  previously  sold  only 
for  cash,  it  now  plunged  on  a  large 
scale  into  credit,  setting  up  in  just  a 
few  years  a  credit  organization  that 
financed  more  than  a  third  of  last 
year's  sales.  Where  Penney  had  been 
mainly  a  regional  retailer,  largely  con- 
centrated in  small  towns  west  of  the 
Mississippi,  it  set  out  to  become  a 
national,  urban  and  suburban  com- 
pany. 

Penney  e\en  forsook  its  traditional 
role  of  being  industry's  savviest  pur- 
veyor of  soft  goods  and  plunged 
headlong  into  hard  goods,  which  to- 
day provide  $325  million  or  10%  of 
sales  and  a  prospective  $1  billion 
by  1973.  Where  Penney  had  sold  ex- 
clusively through  stores  and  dis- 
couraged anyone  who  even  attempted 
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Saffen  of  Penney 

to  order  b\^  mail,  it  set  up  at  enormous 
cost  the  foundation  for  what  it  clearly 
intends  to  be  at  least  the  U.S.'  second- 
largest  catalogue  operation.  And 
where  previously  it  had  restricted  it- 
self to  merchandising  alone,  it  made 
one  bid  (unsuccessful)  for  a  mutual 
fund  and  another  (successful)  for  a 
health  and  casualty  company. 

The  cost  has  been  huge.  In  the  past 
five  years  alone  Penney  has  spent 
something  like  $400  million  on  ex- 
pansion {vs.  $944  million  for  Sears 
which  has  over  four  times  the  assets), 
increasing  its  store  space  by  10%  an- 
nually, for  instance,  nearly  twice  the 
rate  of  Sears,  and  doing  so  without 
noticeably  diluting  its  position  as  the 
most  profitable  major  merchandiser. 

A  Matter  of  Timing 

When  Penney's  expansion  began,  it 
looked  as  though  Penny  intended  to 
become  another  Sears.  And  in  broad 
outlines,  it  was.  But  it  is  becoming 
increasingly  evident — as  Penney's  re- 
cent growth  and  profitability  records 
suggest — that  what  Penney  promises 
to  become  is  not  simply  another  Sears 
but  in  many  respects  a  better  one. 

Certainly  Mel  Batten  would  not 
quarrel  with  that  objective.  "There 
is  precious  little  that  is  unique  in  re- 


tailing anyway,"  he  says.  "You  do 
.something,  and  almost  instantly  some- 
one else  is  doing  it  with  some  varia- 
tion. The  only  thing  that  counts  in 
the  end  is  the  performance  of  man- 
agement." In  short,  it's  not  jus:  where 
you  aim,  but  how  close  you  get,  to 
the  target. 

That  Penney  started  moving  as 
late  as  it  did  may  well  have  given 
it  advantages  over  beginning  earlier. 
It  took  Penney  more  than  three  years 
to  establish  its  credit  organization,  for 
instance,  but  Penney's  move  into 
credit  came  at  a  time  when  most 
established  credit  companies  were  be- 
ing forced  to  computerize  their  opera- 
tions at  enormous  cost.  Penney  was 
computerized  from  the  start. 

Then,  too,  when  Penney's  store 
expansion  got  under  way  in  the  early 
Sixties,  the  pattern  of  U.S.  shopping .( 
centers  had  just  begun  moving  into 
a  new  phase.  The  freestanding  stores 
and  row  centers  of  the  Fifties  were 
giving  way  to  the  more  glamorous 
regional  shopping  center  complexes, 
and  Penney  caught  the  new  trend 
at  a  time  when  competitors  were  find-  li 
ing  themselves  locked  in  at  locations 
adapted  to  the  fashions  of  an  earlier 
time.  In  short,  in  many  ways  Penney 
was  blessed  with  much  the  same  sort 
of  flexibility  that  Sears  enjoyed  in 
the  Thirties  when  the  automobile  i 
was  upsetting  traditional  retailing 
patterns. 

Nowhere  may  Penney's  advantage 
become  more  apparent  than  in  its  ad- 
vance into  the  catalogue  business.  At 
the  moment,  in  fact,  Penney  is  gam- 
bling on  being  able  to  capitalize  on 
a  dramatic  advance  in  transportation 
technology.  Where  Sears  serves  its 
catalogue  customers  by  rail  or  truck 
from  11  central  order  plants  scattered 
across  the  U.S.,  Penney  is  building 
only  four  regional  distribution  centers, 
which  will  serve  its  catalogue  centers 
(666  currently)  not  primarily  b>'  truck 
or  rail  but  by  cargo  jet. 

The  cost  so  far  has  been  substantial. 
Penney  is  laying  the  foundation  for 
a  catalogue  volume  many  times  that 
of  the  $100  million  it  grossed  last 
year,  and  the  result  is  that  its  pre-tax 
losses  may  have  mounted  as  high  as 
$15  million  to  $20  million  in  1967 
and  totaled  close  to  $40  million  to  $50 
million  so  far.  These  losses,  Batten 
says,  have  now  peaked,  but  even  so, 
Penney's  catalogue  business  won't  be 
profitable  until  1973  or  1974  when 
the  cargo  jets  will  finally  be  in  service. 

"If  transportation  costs  come  down 
the  way  we  think  they  will,"  he  says, 
"it  will  enable  us  to  deliver  economi- 
cally big  lots  of  merchandise,  then 
break  them  up  for  local  distribution. 
That's  what  will  enable  us  to  get  by 
on  four  distribution  centers.  If  we're 
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wrong  about  costs,  it  won't  be  pos- 
sible. It's  as  simple  as  that." 

Penne\,  of  course,  has  had  much 
more  going  for  it  than  timing.  Its 
skill  in  marketing  soft  goods  was 
superbK  adapted  to  meeting  the 
fashion  consciousness  of  its  markets 
even  in  areas  where  the  Penney  name 
was  little  knovvTi.  Few  mass  retailers 
have  had  anything  like  Penney's  suc- 
cess in  capturing  the  "look, "  and  the 
impact  on  Penney's  earnings  has  not 
been  inconsiderable.  "When  you're 
right,"  Batten  says,  "it  becomes  very 
rewarding,  but  when  you're  off,  it 
can  hurt  quite  a  bit.  The  trick  is  to 
ha\e  good  controls  all  the  wa\  down 
the  line.  It  is  one  of  the  hardest 
things  to  do  in  mass  merchandising, 
because  the  chain  has  to  do  a  volume 
business  in  items  that  come  close  to 
being  custom  bought." 

In  moving  into  hard  goods,  Penney 
had  at  least  one  signal  advantage.  It 
had  already  had  considerable  experi- 
ence with  private-label  merchandising 
in  its  soU  goods  hues — with  items  hke 
Gaymode  (women's  stockings)  and 
Towncraft  (men's  and  boys'  apparel), 
which  it  capitalized  on  producing 
its  Penncrest  (major  appliances)  and 
Foremost  (tires  &  batteries)  lines. 
Hard  goods  currently  produce  about 
I0!5  of  Penney's  sales,  but  the  pro- 
portion is  mounting  steadily.  In 
stores  built  since  1964,  hard  goods 
acct)unt  tor  as  much  as  30%  of  Hoor 
space.  To  an  e.xtent,  of  course,  Pen- 
ney has  had  an  easier  time  establish- 
ing itself  in  hard  goods  than  Sears 
has  had  in  soft.  With  their  fashion 
requirements,  soft  goods  entail  far 
more  difficult  skills. 

Testing    the    Water 

Though  Pennev's  main  thrust  these 
days  is  in  hard  goods,  new  stores, 
credit  and  catalogues  and  auto  repair 
centers,  it  has  also  been  advancing 
tentatively  in  other  directions  as  well 
— with  a  chain  of  10  experimental 
Treasure  Island  stores  where  new  sell- 
ing techniques  are  evaluated;  the  ac- 
quisition of  Thrift  Drug  Co.,  a  drug 
chain  that  also  operates  leased  depart- 
ments in  Penney's  Treasure  Island 
stores;  and  over  a  20%  interest  in  a 
Belgium  retailer,  Sarma,  S.A.,  with 
$167  million  in  sales.  "Let's  say  we're 
testing  the  water,"  Batten  says  briskly. 

And  of  course  there  has  been  the 
1967  acquisition  of  California's  Bene- 
ficial Standard  (health  and  casualty 
insurance)  and  the  unsuccessful  bid 
for  a  mutual  fund,  a  business  that 
Batten  still  hopes  to  get  into  one 
day.  "Penney  is  not  just  a  retailing 
operation  with  all  the  boundaries  and 
hmitations  that  that  connotes,"  Bat- 
ten says.  "When  you  look  at  yourself 
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as  a  bringer  of  products  and  services 
to  consumers,  utilizing  the  most  effi- 
cient distribution  process,  then  you 
greatly  broaden  your  options." 

For  the  foreseeable  future,  how- 
ever, Penney's  traditional  merchan- 
dising operations  are  certain  to  remain 
the  major  source  of  its  profits,  and 
here.  Batten  says,  the  immediate 
prospects  are  especially  bright.  For 
one  thing,  as  the  number  of  Penney 
stores  has  increased  in  metropolitan 
areas  like  Chicago,  Penney  has 
finally  begun  to  cash  in  on  the  econ- 
omies of  scale  inherent  in  centralized 
warehousing  and  advertising.  For  an- 
other, though  Penney's  capital  spend- 
ing, which  hit  around  $125  million 
last  year,  will  continue  to  rise  rapidly 


over  the  years  ahead,  the  profits  of 
Penney's  stores  operations  should  rise 
even  faster,  so  that  Penney's  growth 
should  begin  to  accelerate  in  the  years 
ahead. 

The  reason,  Batten  explains,  is  that 
it  takes  about  four  years  for  a  new 
store  to  reach  maximum  profitability, 
and  stores  built  between  1963  and 
1965—58  of  them  all  told— should  be 
be  reaching  their  peak  profitability, 
enough  to  more  than  offset  the  open- 
ing costs  of  the  32  new  stores  Pen- 
ney expects  to  open  in  1969.  By 
then,  Penney  will  be  much  closer  to 
operating  at  the  top  of  its  form,  and 
Batten  will  be  able  to  prove  conclu- 
sively whether  being  second  inevitably 
dooms  Penney  to  being  second  best.  ■ 


Bigger  Bazaar.  "With  discretion- 
ary income  growing  rapidly,"  says 
Penney's  Chairman  Batten,  a  former 
economist,  "people  have  become 
more  sophisticated  buyers.  And  they 
want  it  all  under  one  roof."  That 
has  spelled  opportunity  for  the  na- 
tion's No.  One  soft  goods  retailer 
with  1,662  stores.  Today  Penney's 
customers  can  get  a  variety  of 
merchandise  undreamed  of  eight 
years  ago.  They  range  from  "mod" 
chothes  to  wigs  and  sewing  equip- 
ment,  from    insurance   to   gasoline. 
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Dow  Chemical:  Building  on  Basics 

Daw's  image  may  be  dull  and  unexciting,  but  not  its  record.  By  parlaying  its  impressive 
strengths,  it  has  improved  more  in  recent  years  than  any  other  big  U.S.  chemical  company. 


PERFcixtMANCE-MiNDED  invcstors  might 
well  join  with  players  of  the  "what- 
ever-happened-to"  game  and  ask, 
"Whatever  happened  to  Dow  Chemi- 
tal?"A  decade  ago  it  was  one  of  the 
glamour  girls  of  the  stock  market.  It 
sold  for  30  times  earnings,  sometimes 
more.  Its  total  market  value  was  near- 
ly 82.5  billion.  But  today,  ten  years 
later,  it  is  selling  22  points,  or  $308 
million,  below  its  19.59  high;  and  its 
price  earnings  ratio,  16,  is  just  barely 
average.  About  the  only  time  anybody 
mentions  Dow-  is  when  some  far-out 
students  try  to  pin  the  napalm  label 
on  it  (see  box,  p.  39). 

Well,  we  are  happy  to  report  that 
Dow  is  still  living  in  Midland,  Mich., 
and  is  not  only  well  but  positively 
prosperous.  The  company  has  lived 
up  to  the  hopes  of  its  investors  a 
decade  ago.  In  that  period  its  sales 
have  substantialh'  more  than  doubled 
to  $1.65  billion,  gaining  8.7%  a  year 
on  average  compounded.  Its  earnings 
have  almost  doubled,  to  $4.51  a  share, 
a  6.6%  annual  gain. 

Dow,  in  short,  hasn't  changed. 
Only  the  stock  market  has. 

In  fact,  few  companies  of  Dow's 
size  are  growing  so  steadily  and  sub- 
stantially as  this  72-year-old  mid- 
western  company.  In  Forbes  21st 
Annual  Report  on  American  Industry 
(]an.  1)  Dow  was  the  only  chemical 
company  whose  1968  return  on  equity 
was  higher  than  its  average  for  the 
last  five  years  {see  chart,  p.  34).  In 
improving  its  record,  Dow  has  bested 
such  venerable  rivals  as  Kodak,  du 
Pont  and  American  Cyanamid. 

Over  this  same  period  Dow  made 
other  progress,  which  is  not  so  visible 
in  mere  numbers.  It  sharply  extended 
its  basic  activities  from  a  strong  com- 
modity base  into  specialty  products 
like  Saran  Wrap  and  Tordon  herbicide. 
It  has  moved  decisively  into  Europe 
(now  some  15%  of  sales)  and  also  into 
Asia  and  Latin  America  (together, 
roughly' 2%).  Meanwhile,  in  1968  it 
made  a  plucky  but  unsuccessful  bid 
to  buy  Hartford  Fire  Insurance  Co. 

"We  are  a  building-block  com- 
pany," says  Dow's  46-year-old  Presi- 
dent Herbert  D.  "Ted"  Doan,  grand- 
son of  founder  Herbert  Henry  Dow, 
"and  that's  what  we  do  best.  We 
start  with  something  from  the  ground 
— salt  and  gas — as  the  raw  materials 
and  build  basic  products  from  it.  To- 
day we're  trying  to  do  three  things. 
We're  trying  to  do  a  good  job  in  the 
basics;   we're  trying  to  add  to  that 
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Super  Decentralization.  Plain- 
spoken  Dow  Presidenf  Ted  Doan 
(above),  who  fook  over  from  his 
father  Leiand  Doan  as  chief 
executive  in  1962,  is  so  firm  a 
believer  in  decentralization 
that  nobody  reports  directly  to 
him.  But  Chairman  Carl  Ger- 
stacker  (below),  who  came  up 
on  the  financial  side,  is  close 
at  hand  to  see  that  every- 
body    is     earning     his     keep. 


specialty  products — the  whole  bio- 
products  and  consumer-products  ef- 
forts are  in  that  area;  and  we're  try- 
ing to  do  both  these  things  world- 
wide.- The  one  we  know  how  to  do 
best  is  basic  commodities,  the  build- 
ing blocks.  The  other  two  take  a  lot 
of  a  new  type  of  effort." 

This  approach  implies  constant  ex- 
pansion, and  no  one  has  expanded 
more  ambitiously  than  Dow.  Be- 
tween 1950  and  1959  it  poured  $932 
million  into  domestic  expansion.  From 
1959  to  1963  it  spent  another  $424 
milHon  and  started  its  European  push. 
Since  1963  it  has  laid  out  another 
$1,154  billion,  most  of  it  in  the  U.S. 
but  with  an  increasing  portion  going 
abroad.  In  the  past  five  >'ears  alone 
Dow  has  lifted  its  gross  investment 
in  plant  by  about  half  to  $2.1  billion. 

Tipping  the  Balance 

But  taking  those  three  big  expan- 
sion bites  also  took  a  liberal  admixture 
of  courage — especially  after  the 
spending  of  the  first  $932  million,  be- 
tween 1950  and  1959,  more  than 
tripled  sales  while  lifting  profits  only 
86%.  Dow's  next  two  five-year  plans 
yielded  a  richer  harvest:  In  the  five 
years  through  196.3  sales  grew  by  37%, 
profits  by  28%,  and  in  the  last  five 
years  both  sales  and  earnings  spurted 
ahead  by  nearly  70%. 

This  happy  reversal  at  Dow 
stemmed  in  major  part  from  the  crisis 
the  company  suffered — and  surmount- 
ed— in  the  late  Fifties  and  early  Six- 
ties. All  the  big,  U.S.  chemical  com- 
panies encountered  a  business  slow- 
down then,  but  none  more  than  Dow. 
Its  basic  commodity  ciiemicals,  such 
as  ethylene  oxide  and  chlorinated 
solvents,  were  under  severe  price 
pressure;  its  plastic  prices  were  also 
under  pressure,  including  polystyrene, 
of  which  it  is  the  largest  U.S.  pro- 
ducer; and  it  had  no  significant  posi- 
tion in  such  specialties  as  fibers,  which 
might  have  sustained  it.  Between  1959 
and  1961  Dow's  earnings  per  share  fell 
45%;  in  1962  its  return  on  equity  was 
down  from  its  1959  high  of  16%  to  9%. 

To  complicate  matters,  all  this 
occurred  as  the  company  was  having 
its  first  real  management  turnover. 
Dow  was  founded  in  1897  by  young 
chemist  Herbert  Henry  Dow,  who  de- 
veloped a  new  method  of  extracting 
chlorine,  sodium  and  bromine  from 
natural  brines  pumped  up  from  a 
prehistoric  seabed  beneath  the  flat- 
lands  of  central  Michigan.   Not  only 
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did  young  Dow  establish  tlie  com- 
pany's basic  chlorine  technolog\-  (still 
the  company's  main  strength,  though 
now  supplemented  with  ethylene 
chemistr>- ) ;  he  also  set  tlie  company's 
character  when  he  wrested  control 
from  its  original  backers — a  group  of 
Cleveland  businessmen — and  estab- 
lished the  tradition  of  a  largely  inside 
board,  which  still  exists.  The  descen- 
dents  of  H.  H.  Dow  still  own  12.5% 
of  the  stock,  and  all  Dow  presidents 
have  been  family  members. 

That  first  management  wave  lasted 
all  tlie  wa>  through  the  Fifties,  end- 
ing only  in  late  1960  when  Finance 
Committee  Chairman  Carl  A.  Ger- 
stacker,  then  44,  took  over  as  chair- 
man, replacing  80-year-old  Earl  W. 
Bennett,  who  had  been  Dow's  first 
bookkeeper.  That  same  year  Ted  Doan 
became  executive  vice  president  un- 
der his  father.  President  Leland  Doan, 
chief  executive  and  H.H.  Dow's  son- 
in-law.  "If  anvbody  wanted  to  worry 
about  his  investment,"  says  Gerstacker, 
"that  was  the  time.  We  had  changed 
just  about  everybody." 

They  also  changed  Dow's  goals. 
Says  Gerstacker,  "We  asked,  'How  are 
we  going  to  organize  the  company? 
What's  good  performance?'  And  we 
decided  we  had  no  interest  in  sales 
growth  per  se,  or  even  earnings  after 
taxes — only  earnings  per  share.  We 
set  a  goal  of  10%  increase  in  earnings 
per  share  per  year. " 

Costs  and  Products 
Big  talk  for  a  company  tliat  was 
suffering  a  21%  earnings  drop.  But 
Dow  proceeded  to  bring  all  its  enor- 
mous technological  competence  to 
bear  on  cutting  costs  at  its  two  huge 
integrated  facilities  at  Midland  (chlo- 
rine, sodium  and  bromine  compounds) 
and  at  Freeport,  Texas  (ethylene  as 
well  as  saline  products).  The  com- 
pany's product  imbalance,  as  typified 
by  its  lack  of  lucrative  fiber  business, 
may  even  have  helped.  Says  Dr. 
Earle  Barnes,  manager  of  the  com- 
pany's U.S.  area,  "If  your  whole  prod- 
uct mix  is  one  in  which  you  have  to 
,  work  hard  to  maintain  profit  rates, 
pretty  soon  it  can  become  a  way  of  life." 
The  benefits  were  company-wide 
but  most  apparent  in  Texas.  Dow's 
Freeport  facility,  benefiting  from  some 
$250  million  of  modernization  spend- 
ing in  the  last  decade,  has  increased 
output  severalfold  with  essentially  the 
same  number  of  employees.  Barnes 
estimates  that  its  unit  costs  have  been 
slashed  between  25%  and  40%  in  the 
last  four  years  alone  through  its 
newer  facilities. 

Fortunately,  Dow's  technology  was 
as  adept  at  creating  new  products  as 
at  cutting  costs  on  old  ones;  but  mar- 
keting them  is  another  story.  In  sev- 
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How  To  Succeed.  Zolfan 
Merszei  managed  Dow's  fasf 
entry  into  Europe  where  Dow 
has  its  most  ambitious  build- 
ing program.  "What  should 
I  tell  them?"  says  Merszei, 
when  other  chemical  compa- 
nies ask  of  Dow's  success,  "To 
find   themselves    a    Merszei?" 


eral  areas,  including  consumer  items 
and  other  specialty  products,  the  com- 
pany's record  has  been  marked  more 
by  stubbornness  than  by  effectiveness. 

For  example,  Dow  has  carried  on  a 
largely  unrequited  love  affair  for  the 
last  53  years  with  magnesium,  which 
it  first  learned  to  extract  from  Mid- 
land brines  during  H.H.  Dow's  reign. 
But  despite  a  monopoly  position  and 
over  $100  million  sunk  into  magnes- 
ium, Dow  could  never  build  a  decent 
nonmilitary  market.  Dow  finally  had 
to  go  into  large-scale  magnesium  fab- 
rication to  prove  the  metal's  practi- 
cability. It  is  showing  a  moderate 
profit  today,  but,  says  Gerstacker, 
"Just  think  what  we  could  have  done 
with  that  money  elsewhere!" 

Marketing  was  also  central  to  the 
flop  of  Dow's  Zefran  acrylic  fiber  in- 
troduced in  1957  (though  Gerstacker 
also  adds,  "We  thought  we  had  done 
better  research  than  we  had").  In 
1966  Dow  prudently  transferred  its 
fibers  business  into  Dow  Badische,  a 
company  jointly  owned  with  Ger- 
many's Badische  Anilin  &  Soda-Fabrik. 
And  Dow  officials  still  shudder  when 
they  realize  that  they  would  probably 
have  missed  marketing  their  biggest 
consumer  item  to  the  consumer  but 
for  the  dogged  persistence  of  research 
scientist  Charles  Strosacker,  who,  says 
Ted  Doan,  "personally  forced  Dow 
into  Saran  Wrap." 

New  Structure 

Partly  in  the  hope  of  avoiding  such 
near-misses  as  Saran,  Doan  and  Ger- 
stacker began  a  series  of  reorganiza- 
tions in  the  early  Sixties  that  have 
been  continuing  ever  since.  To  im- 
prove communications,  separate  teams, 
including  representatives  of  manu- 
facturing, marketing  and  research, 
were  given  responsibility  for  each  of 
Dow's  product  areas,  such  as  organic 
chemicals  or  plastic  molding  materials. 
"We've  changed,"  says  Doan,  "just 
about  as  fast  as  you  can  and  expect 
people  to  stay  with  you.  Faster  in 
some  cases."  In  fact,  Doan  first  re- 
organized Dow  and  then  reorganized 
the  reorganization.  For  example,  a 
packaging  department  was  created  in 
1964,  then  switched  into  the  plastics 
department  in  1967  along  with  con- 
struction materials.  During  the  same 
period  the  company  was  expanding 
overseas  and  setting  up  autonomous 
area  headquarters  in  Zurich  (for  Eu- 
rope and  Africa),  Hong  Kong  (for 
Asia)  and  Florida  (for  Latin  Amer- 
ica). The  major  reorganization  is  sup- 
posed to  have  concluded  with  the 
setting  up  of  a  U.S.  area  last  year. 

The  first  fruit  of  the  reorganization 
is  that  it  seems  to  have  made  Dow 
more  aware  of  how  to  market  its  tech- 
nology. For  example,  Dow  managers 
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TURNABOUT 


In  1961,  a  recession  year  for  the  U.S.  chemical  industry,  Dow  was  the 
hardest  hit  of  the  seven  biggest  chemical  companies  (the  others:  Allied, 
American  Cyanamid,  Celanese,  duPont,  Monsanto  and  Union  Carbide). 
But  since  then,  Dow's  return  on  equity  has  steadily  improved  while  the 
others,  after  rising  until  the  mid-Sixties,  have  suffered  so  sharp  a 
decline  that  for  the  last  two  years  Dow's  return  on  equity  has  sur- 
passed the  average  of  its  competitors. 


liave  learned  restraint:  Where  once 
tliey  prided  themselves  on  having  the 
capacity  for  every  customer's  peak 
needs,  now  they  aim  only  to  serve 
nomial  market  demand.  And  they  are 
far  less  hesitant  to  retreat  from  mar- 
ket areas  where  they  lack  any  clear 
advantage.  In  1967  Dow  got  out  of 
blown  plastic  bottles,  which  it  had 
entered  modestly  in  1962,  and  last 
year  moved  out  of  polyvinyl  chloride 
(vinyl  plastic),  preferring  instead  to 
supply  the  monomer  raw  material  to 
other  PVC  producers. 

Dow's  cost-cutting  and  structure- 
shifting  were  \ital  to  its  three  major 
external  thrusts,  taken  by  the  new 
guard,  into  1)  consumer  goods,  2) 
pharmaceuticals  and  3)  Europe.  But 
in  the  first  of  these  the  company 
had  to  learn  some  expensive  lessons, 
taught  in  this  case  by  a  year-round 
auto  coolant  named  Dowgard,  intro- 
duced in  1960. 

"Technically,"  says  John  M.  Henske, 
director  of  the  corporate  products  de- 
department,  "Dowgard  was  a  tremen- 
dous success.  What  we  missed  was 
that  the  market  wasn't  the  owner  of 
(he  car" — meaning  that  inserting  Dow- 
gard properly  in  a  car's  cooling  sys- 
tem was  much  too  liard  for  the  aver- 
age owner.  Dow  look  the  product  off 


the  consumer  market  In  1961,  but  not 
before  its  swollen  promotion  budget 
had  been  in  part  responsible  for  a 
$18  million  decline  in  earnings  the 
year  before. 

Now  Dow  is  more  wary.  For  in- 
stance, Dow  was  sure  its  aerosol  bath- 
room cleaner  launched  last  year 
would  work  perfectly.  "Before  Dow- 
gard," says  Henske,  "we  would  have 
said,  'We've  got  something,  let's  go.' " 
Instead,  Dow  did  extensive  market 
testing  to  make  sure  the  housewife 
would  be  as  enthusiastic  as  the  lab 
technician.  It  is  following  the  same 
strategy  with  its  newest  product,  a 
Saran  bag  with  a  closure. 

Given  this  measure  of  marketing 
savvy,  Dow's  consumer  business 
should  easily  pass  $50  million  in  1969 
and  Dow  expects  it  to  keep  growing 
at  least  15^  a  year.  Further,  it  should 
also  remain  the  company's  second 
most  profitable  business,  behind  Dow's 
biological-pharmaceutical   business. 

Bigness  Required 

Dow  got  into  pharmaceuticals  when 
it  bought  Kansas-based  Allied  Labora- 
tories in  1960.  "We  already  had  agri- 
cultural chemicals  and  animal  health 
products,"  explains  Doan.  "This  re- 
quired   extensive    research.     It's    all 


oriented  to  biologically  active  com- 
poinids,  and  it  seemed  to  us  that  with 
stringent  government  regulations  it 
would  be  increasingly  impossible  to 
support  that  sort  of  effort  unless  you 
Jiad  all  the  markets  open  to  you." 

By  buying  Allied,  Dow  bought  into 
one  of  the  biggest  crap  games  in  U.S. 
industry.  Drug  companies  have  long 
been  the  most  profitable  in  the  econ- 
omy, but  they  have  also  been  the 
biggest  spenders  for  marketing  and 
R&D.  To  keep  its  tiny  (under  1^) 
portion  of  the  U.S.  drug  market,  Dow 
spends  about  12%  of  its  pharmaceuti- 
cal-biological sales  on  research,  and 
spends  proportionately  up  to  three 
times  as  much  on  marketing  as  it  does 
for  the  average  Dow  product. 

All  of  which  deterred  Dow  not  a 
whit.  Since  buying  Allied  it  has 
picked  up  the  Italian  drug  firm  Le- 
petit,  Laboratorios  Industriales  Farma- 
ceuticos  Ecuatorianos  in  Ecuador  and, 
in  1968,  a  U.S.  diagnostic  laboratory 
supplier  named  Bio-Science  Labora- 
tories. Since  1961  Dow's  total  pharma- 
ceutical-biological sales,  including 
farm  chemicals  and  animal  drugs, 
have  grown  from  $50  million  to  $175 
million. 

One  reason  for  Dow's  enthusiasm 
with  the  new  field  is  that  it  has 
already  enjoyed  a  minor  bonanza — a 
live-virus  measles  vaccine  developed 
by  Dr.  Anton  Schwarz  of  Pitman- 
Moore,  an  Allied  Labs  subsidiary,  and 
marketed  in  early  1965.  The  Schwarz 
strain  required  but  one  injection  vs. 
two  for  Merck's  vaccine  introduced 
the  year  before;  and  by  the  end  of  the 
year  Dow  had  over  50%  of  the  market. 
By  1967  the  vaccine  was  accounting 
for  much  of  Dow's  earnings  gain,  and 
Schwarz  is  )iow  director  of  research 
in  life  sciences. 

Luck?  William  M.  Di.xon,  general 
manager  of  the  Life  Sciences  division, 
thinks  Dow  has  a  unique  advantage: 
"Our  research  is  tied  into  a  technologi- 
cal base  broader  than  that  of  a  free- 
standing pharmaceutical  company." 
However,  that  advantage  is  still  to  be 
exploited.  Although  the  pharmaceuti- 
cal operation  provides  Dow's  most 
profitable  business,  there  is  plenty  of 
room  for  improvement.  As  Ted  Doan 
admits:  "This  amalgamation  we've  got 
is  not  one  of  the  most  profitable,  as 
drug  companies  go." 

Dow's  most  spectacular  thrust  has 
been  its  European  invasion,  launched 
in  1958  when  the  company  decided 
to  replace  local  selling  agents  with  its 
own  marketing  setup  throughout  the 
world.  The  Common  Market  being 
the  most  promising  point  of  attack, 
Dow  started  in  1962  by  opening  a 
small  styrene  (Dow's  principal  plastic) 
plant  in  Lavrion,  Greece,  which  has 
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Rapid-American 

The  company  and  the  concept 
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A  Timely  suit. 
An  Alligator  coat. 


Supply  the  man.  B.V.D.  does  the  rest. 


This  is  THE  B.V.D.  COMPANY 


This  apparel  company,  which  dates 
back  to  1876,  today  is  operated 
under  completely  modern  manage- 
ment concepts.  Its  component 
operations  are  decentralized,  each 
functioning  with  a  high  degree  of 
responsibility  but  under  corporate 
coordination  and  control  systems 
to  assure  an  efficiently  integrated 
organization. 

The  B.V.D.  Company  manufac- 
tures apparel  for  the  vvhole  family 
through  more  than  50  production 


facilities.  In  addition  to  B.V.D. 
Brand  men's  and  boys'  underwear, 
knit,  dress  and  sport  shirts,  robes, 
swimwear,  pajamas,  slacks  and 
work  clothes,  the  company's  roster 
of  brands  includes  many  famous 
names.  Among  them  are  Timely 
suits.  Alligator  all-weather  coats, 
Flexces  ladies  intimate  apparel  and 
Beau  Brummel  neckwear.  The 
company  also  operates  a  number  of 
retail  stores  including  the  National 
Shirt  Shop  chain. 


The  B.V.D.  Company  is  dynamic- 
ally involved  in  most  facets  of  the 
apparel  industry  from  cotton  spin- 
ning to  finished  product.  As  a  re- 
sult, the  company  can  draw  from 
varied  and  broad  experience  to 
build  on  its  strong  position  in  the 
apparel  field.  The  B.V.D.  Company 
executive  offices :  299  Park  Avenue, 
New  York  10017. 

Rapid-American  executive  offices. 
711  Fifth  Ave.,  New  York  10022. 
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associate  Common  Market  status;  but 
it  also  began  seeking  a  plant  site  for 
a  luige  ethylene  complex.  The  spot 
finally  chosen  was  Terneuzen,  Hol- 
land, the  scene  of  Dow's  fourth-largest 
capital  expenditure  last  year.  Total 
capital  spending  in  Europe  has  run  to 
about  S25()  million  within  the  last  ten 
years.  It  should  add  up  to  $300  mil- 
lion more  in  the  next  fi\e,  swollen  by 
spending  on  a  huge  new  chlorine  com- 
plex recently  begun  in  Stade,  Ger- 
many, and  after  that  could  well  reach 
$100  million  a  year. 

Local    Control 

But  the  real  distinction  of  Dow 
Europe  is  not  how  fast  it  grew  but 
how  profitable  it  was  almost  from  the 
start.  Dow  moved  cautiously  by  build- 
ing its  European  markets  even  before 
it  built  its  plants,  despite  the  extra 
cost  of  supplying  those  markets  tem- 
porarily from  the  U.S.  But  now,  when 
many  a  U.S.  chemical  company  com- 
plains that  excess  capacity  overseas  is 
eating  into  profits,  Dow  insists  that  its 
Emopean  margins  are  nearly  as  high 
as  its  American  ones. 

Dow  Euiope  is  run  from  Zurich  by 
a  45-year-()ld  Himgarian-born  fireball 
named  Zoltan  Merszei,  who  flies  to 
Midland  monthly  to  attend  Dow 
directors*  meetings.  The  Zurich  loca- 
tion is  almost  as  important  as  the 
man;  with  European  headquarters 
and  top  executives  there,  instead  of 
in  corporate  headquarters,  Dow  un- 
derlines the  wholly  local  control  of 
marketing,  manufacturing  and  devel- 
opment. 

Dow  Europe's  managers  choose 
from  Dow's  product  line  what  they 
want  to  sell  or  manufacture  in  Europe. 
For  example,  when  Merszei  wanted 
to  introduce  foamed  styrene,  he  paid 
to  ship  it  from  Midland;  later,  after 
building  a  market,  he  also  built  a 
plant.  Dow  Europe  does  no  research. 
"We  choose  only  the  goodies  from 
Dow,"  says  Merszei. 

"I  get  very  annoyed  at  board  meet- 
ings," he  adds,  "when  they  say,  'You 
still  have  a  way  to  go  before  you  will 
be  as  good  as  the  domestic  company.' 
Ya!  They  only  forget  one  thing,  my 
dear  colleagues  on  the  board,  that  we 
are  paying  for  the  knowhow,  which  is 
another  income  on  their  side." 

Merszei  also  admits  to  roaming 
around  Dow  trying  to  "steal  the  best 
people,  particularly  the  young  people. 
We  give  them  jobs  in  Europe  that 
they  would  have  to  wait  around  for 
ten  years  in  the  U.S."  Many  of  Mers- 
zei's  thefts  Jiave  been  engineers  from 
the  Freeport,  Texas  complex — which 
also  supplied  many  of  the  products 
that  Dow  Europe  has  introduced.  In 
a   sense,   Dow's   invasion   of   Europe 


Profit-killing.  Dow's  measles  vac- 
cine has  been  taken  fo  the  Republic 
of  Chad  by  an  AID-supported  proj- 
ect that  eventually  will  immunize 
6.7  million  West  Africans.  But  Dow 
already  has  gotten  the  major  boost 
in  its  earnings  from  the  vaccine. 
Ironically,  vaccines  that  are  really 
effective  against  a  disease  kill 
themselves  as  big  profit  makers 
once  the  disease  is  under  control. 
The  trick  then  is  to  hit  effectively  a 
new  disease.  In  Dow's  labs— where 
animals  like  the  chick  at  right  are 
used  in  drug  research— Dow  biol- 
ogists are  racing  with  such  com- 
petitors as  Merck  to  develop  a 
live  virus  that  will  simultaneously 
immunize  against  mumps,  common 
measles,     and     German     measles. 


was  launched  from  Texas  shores. 

So  far  Merszei  has  stuck  to  com- 
modity products  and  specialty  chemi- 
cals; one  foray  into  packaging  in 
Spain  discouraged  him  from  products 
requiring  extensive  marketing  and 
manpower.  "We're  not  going  to  have 
a  lot  of  people  running  around  a  small 
plant,"  he  says,  "when  I'm  using  so 
few  people  around  big  plants."  But 
tliose  few  are  producing:  Dow  Europe 
hit  $250  million  sales  last  year,  and 
Merszei    aims    at    $1    billion    in    ten 


years,  with  profits  growing  at  least 
twice  as  fast  as  in  the  U.S.  "If  I  only 
made  the  domestic  profit  growth  of 
10^,"  he  says,  "I'd  fire  myself." 

That  Dow's  top  executives  put  up 
with  so  strong-minded  an  egotist  as 
Zoltan  Merszei  is  one  sign  of  the 
company's  strength,  even  though 
Merszei  has  earned  his  outspokenness 
by  building  a  $250-million  (sales)  sub- 
sidiary. But  the  more  important  point 
is  the  structure  that  Dow  has  set  up 
to   encourage   this   kind   of   indepen- 
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1969  Coupe  deVille.  Cadillac  Motor  Car  Division. 


If  you  have  to  be  uncompromising  in  your  work,  why  compromise  on 

the  kind  of  car  you  drive?  Only  Cadillac  offers  you  the  ideal 
combination  of  unrivaled  craftsmanship  and  advanced  engineering. 


G 


^j/Mf^mc'^ 


Watch  the  Masters  golf  telecast,  presented  by  Cadillac,  April  12  and  13.  CBS-TV. 


Alcoa  set  out 

to  take  a  giant  step 

in  packaging. 

And  just  pulled 
it  off. 


The  days  of  twisting  (with  all  your 

might)  and  prying  (pry  harder!)  are 

over.  As  fast  as  you  can  say  APTO* 

this  new  cap  zips  off. 

A  plastic  liner  under  the  easy-open 

Alcoa-  Cap  helps  seal  in  freshness. 

Serves  as  a  resealable  lid. 

Alcoa  began  three  years  ago  with  an 

idea.  You'll  be  getting  the  idea  very 

soon  off  your  supermarket  shelf. 

This  new  Alcoa  Cap  will  end  up 


sealing  billions  of  glass  jars  annually. 
And  join  the  ranks  of  past  packaging 
convenience  successes  like  the 
snap-top  can  and  twist-off  bottle  cap. 
Fifty-two  thousand  Alcoans  on  seven 
continents  like  to  do  the  unlikely.  In 
packaging.  Oceanography.  Aerospace. 
Transportation.  And  a  dozen  other 
fields.  Try  us.  Chances  are    i\^^| 
we'll  come  back  with  a  new  i^^ 
approach;  a  change  for  the  better. 


Change  for  the  better  with 
AlcoaAluminum 


QALCOA 


Jf 


—  •Aluminum  Plastic  Tear  OtI    , 

(Trademark  of  Aluminum  Company  of  America)  j 


dence.  Latin  America  is  the  complete 
equal  of  Europe  on  Dows  organiza- 
tion charts,  even  though  its  1968 
sales  were  only  some  S35  million: 
and  any  Latin  American  area  execu- 
tive who  can  build  his  area's  markets 
to  comparable  levels  can  enjoy  the 
same  measure  of  independence  and 
influence  as  Merszei. 

For  the  present,  of  course,  the 
promise  is  greater  in  Europe.  In  the 
Common  Market  in  this  dec;.de,  small. 
specialized,  one-country  chemical 
plants  have  given  way  to  the  large 
integrated  complex.  Dow  has  such  an 
ethylene  complex  at  Terneuzen,  Hol- 


land, and  Dow's  ethylene  technology 
probabK  has  no  superiors. 

But  Dow  probably  has  no  equals 
in  chlorine  technology,  which  it  is 
presently  engaged  in  exporting  to 
Europe.  "We  were  unwilling  to  make 
an  investment  in  chlorine  in  Europe." 
says  Executi\c  \'ice  President  C.  H. 
"Ben"  Branch,  "luitil  we  were  con- 
\inced  cost  wise  that  no  one  would 
be  better  than  we.  I  think  we  looked 
i'l  ever\  inlet  on  the  European  coast 
for  a  suitable  site.  When  Dow's 
•SlOO-million  chlorine-cau.stic  complex 
is  completed  in  Gennany  in  the  mid- 
197()s.  Dow  will  ha\e  transplanted  its 


technological  heart  to  Europe. 

Dow's  pharmaceutical-biological 
business  may  be  harder  to  transplant, 
though  there  is  certainly  no  question 
about  the  enormous  and  expanding 
market  for  medical  goods  and  services 
both  in  Europe  and  the  U.S.  (Forbes, 
Mar.  15,  1968).  But  Dow  has  the 
large  company's  advantage  in  an  era 
when  developing  a  new  phannaceu- 
tical  gets  more  expensive  by  the  day. 
"The  Government  passes  a  new  regu- 
lation," says  Ted  Doan,  "and  you're 
out  another  half  million."  But  Dow  is 
able  to  spend  the  half  million  on  re- 
seaich  and  accustomed   to  doing  so; 


'mTwakW 


NAPALM:  THE  IMAGE  MAKER 


"I  WISH  wed  never  heard  of  na- 
palm," says  Dow's  Chairman  ("ari 
Gerstacker,  "but  I  think  its  a  good 
test  ot  what  an  organization  does 
in  an  impo.ssible  situation  in  whit  h 
you  can't  win. " 

Dow  considers  itself  besieged  on 
two  sides.  On  one  side,  the  antiwar 
protesters  have  gi\en  Dow  a  bad 
name  labeling  it  the  country's  ND. 
One  war  profiteer.  On  the  otliei, 
nmnerous  silent  supporteis  ol  tlic 
\'ietnani  war  applaud  Do\\  s  pro- 
duction of  the  weapon.  .Meanwhile 
the  Government  has  retjuested  that 
Dow  contiinie  as  a  supplier. 

ActualK,  by  no  standard  can 
Dow  be  considered  a  notable  "wai 
profiteer."  As  Dow  officials  point 
out,  napalm  represents  less  than 
a  of  I'i  of  Dows  sales,  and  all  its 
government  business  less  than  5'». 
Numerous  other  American  firms 
have  a  much  higher  defense  mix. 

But  Dow  is  the  victim  of  an  un- 
popular war.  Nobody  protested 
when  napalm  was  used  dining 
both  World  War  II  and  ICorca.  But 
because  it  is  a  devastating  weapofi, 
Dow,  the  largest  producer,  is  a 
convenient  target  for  protesters 
against  the  conflict  in  Vietnam. 


Unsuspecting  Dow  got  its  present 
napalm  contract  in  1964  in  a 
routine  maimer,  without  giving  the 
political  ramifications  any  real 
thought.  When  it  started  to  become 
the  object  of  demonstrations  in 
1966,  the  board  ol  directors  took 
up  the  issue.  Dow  decided  that  il 
it  were  going  to  conscientiousK 
support  U.S.  deiense  policy,  it  was 
boimd  to  continue  j)rodiK'li()ii. 

The  board  also  decided  to  lace 
its  critics  squareK.  Dow  officials 
participate  in  campus  discussions 
before  hostile  audiences,  defending 
their  decision — though  not  neces- 
sariK  the  war.  Dow  e\cn  has  flown 
student  critics  to  Midland  to  talk 
with  top  officials. 

lint  Dow's  piohiein  with  napalm 
is  not  completely  one  of  fate.  One 
reason  Dow  may  be  so  vulnerable 
to  the  bad  publicity  is  that  Dow 
executives  never  have  been  very 
concerned  about  their  company's 
image.  Dow's  experience  proves 
that  corporate  image-making  these 
days  is  not  mere  management  busy  - 
work.  If  a  company  does  not  create 
a  public  image,  somebody  else  may. 
As  Dow  has  found,  such  images 
can  be  hard  to  destro\ . 
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THE  \A/AY 

IT  STACKS  UP 

Leaseway  Transportation  Corp.'s  stack  of  chips 

has  been  adding  up  with  impressive  consistency. 

And  90%  of  that  stack  comes  from  blue  chip  corporations. 

With  backing  like  that, 

the  Cleveland-based  international  lessor  of 

motor  vehicles  and  other  equipment 

believes  "leasing"  is  the  name  of  the  game. 


TnANSPORTATION   CORP. 

Chagrin  Boulevard.  Cleveland.  Ohio  44122 
Phone  2 1 6-99 1  -8600 


Solving  many  of  our  customers'  problems 
with  Chevrolet  cars  and  trucks. 


"We  were  talking  about  research 
and  the  name  Hentz  came  upl' 


H.  Hentz  &  Co.  •  72  Wall  St.  •  Founded  1856  •  Members  New  York  Stock  Exchange  •  Offices  In  Principal  Cities 


a  smaller  coinpaiiv   may  be  neither. 

Dow's  still  small  but  profitable  con- 
sumer products  business  is  following 
what  might  be  called  the  du  Pont 
■pattern  of  seeking  a  basic  advantage 
in  the  product  rather  than  mereh'  in 
the  way  it  is  marketed.  "Our  adxer- 
tising  is  no  better  than  anybody 
ease's,"  says  Ted  Doan;  but  Dow's 
product*  frequently  are.  All  told, 
given  Dow's  background,  it  is  prob- 
ably the  best  way  for  it  to  play  the 
consumer  products  game. 

Steady  on  Course 

Dow  must  depend  heavily  on  its 
new  ventures  to  reach  its  corporate 
goal  of  10%  yearly,  growth  in  per-share 
earnings — which,  incidentally,  it  did 
not  achieve  in  1968,  when  the  surtax 
and  other  factors  combined  to  hold 
per-share  net  to  $4.51,  only  15  cents 
greater  than  the  >'ear  before.  Its  earn- 
ings will  lemain  somewhat  volatile 
because  of  Dow's  highly  leveraged 
capital  structure,  with  as  much  as  36% 
of  total  capital  coming  from  debt. 

Dow's  recent  unsuccessful  attempt 
to  buy  Hartford  Fire  Insurance  Co. 
(assets  nearly  $2  billion)  was  a 
move  toward  meeting  future  capital 
needs.  "They  certainly  have  a  cash 
flow  that  is  greater  than  tlie\'  know 
how  to  use  in  their  own  business," 
says  Gerstacker,  "and  lately  we  cer- 
tainly have  a  cash  How  that  is  less 
than  we  know  how  to  use.'  The  deal 
died  over  price. 

Of  course,  bu\ing  insurance  com- 
panies has  become  (juite  fashionable 
among  conglomerates,  and  Ted  Doan 
is  not  shocked  by  suggestions  that  in 
seeking  to  bu\  Hartford  Fire,  Dow 
was  taking  on  some  conglomerate 
coloration.  "As  long  as  people  are 
thinking  well  of  conglomerates,"  he 
says,  "I  don't  mind. " 

Actually,  nothing  could  be  further 
from  the  truth.  The  essence  of  the 
conglomerate  is  the  way  in  which  it 
makes  earnings  growth,  through  a 
combination  of  acquisition  and  sharp 
bookkeeping,  a  way  ot  lite;  it  could 
not  care  less  about  what  fields  it  is  iu. 

Dow,  by  contrast,  wanted  Hartford 
Fire  because  the  latter's  capital  would 
support  Dow's  clieinicals  strategy.  For 
Dow  remains  in  the  hands  of  men 
whose  fortunes  and  families  are  com- 
mitted to  support  the  company  over 
the  long  pull,  beltnig  hundreds  of 
millions  in  capital  spending  touay  that 
Dow's  patiently  acquired  chemical  e.\- 
pertise,  supported  by  massive  produc- 
tion facilities,  will  yield  a  profit  har- 
vest years  troni  now.  in  a  time  when 
tlie  most  lashionable  companies  are 
those  that  sell  for  50  times  imaginary 
earnings  Dow  is  patently  out  of  step. 
It  is  a  safe  bet  that  it  will  not  always 
remain  so.  ■ 
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Behold  The  Bridegroom 


Ebasco  was  one  of  the  prime  takeover  candidates  in  U.S.  business.  But  Ebasco's  Chuck 
Rieger  was  determined  to  sell  out  on  his  own  terms.   The  winner:  Boise  Cascade. 


Ever  since  Charles  K.  Rieger,  fornier 
head  of  General  Electrics  utilit\ 
group,  took  o\er  as  boss  of  New 
York's  $600-million  (assets)  Ebasco 
Industries  two  years  ago.  Wall  Street 
has  been  expecting  the  word  that  Rie- 
ger had  pulled  off  a  major  merger. 
That's  what  Rieger's  predecessor. 
George  G.  Walker,  had  been  promis- 
ing for  more  than  a  decade  and  never 
delivered.  But  whatever  Wall  Street 
may  have  imagined,  Rieger  wasn't 
preparing  to  acquire  anybody.  On  the 


r' 


Most  U.S.  multicompanies 
(Forbes,  Jan.  1)  never  did  like 
being  called  "c-onglomerates. "  But 
now  they  actively  hate  the  word. 
Everyone  now  associates  the  term 
with  stock-market  operators  like 
Laurence  Tisch,  Charles  Biuhdorn, 
Eugene  Klein,  Victor  Posner.  And 
ever>one  is  jumping  on  them,  some- 
times without  making  it  quite  clear 
what  it  is  they're  jumping  on. 

At  any  rate,  Robert  V.  Hans- 
berger,  president  of  Boise  Cascade 
Corp..  doesn't  want  them  jumping 
on  him — even  though  his  compan\ 
is  diversified  to  the  point  of  con- 
glomeration, particularly  after  an 
acquisition  like  Ebasco.  Over  the 
past  decade,  Boise  Cascade  has 
advanced — mainly  by  acquisition 
— into  everything  from  laminated 
containers  to  office  supplies,  mobile 
homes  to  paperboard  packaging, 
lu.\ury  cruises  to  lumber  and  ply- 
wood. And  it  has  done  so  with 
outstanding  results.  For  the  past 
six  years  Boise's  sales  have  been 
growing  on  average  by  better  than 
35%  annually  (to  SI  billion),  its 
earnings  by  20%  (to  $45  million); 
its  common  stock,  which  has  tripled 
in  price  in  less  than  three  years, 
currently  sells  at  a  lofty  28  times 
earnings. 

"The  conglomerate  philosophy  is 
totalK'  alien  to  what  we  are  trying 
to  do  at  Boise  Cascade,"  Hans- 
berger  says.  "Although  we  are 
committed  to  the  concept  of  di- 
versification, we  can  trace  every 
step  we've  made  back  to  our  origi- 
nal lumber  business.  All  our  ac- 
quisitions have  been  directly  re- 
lated to  industries  we  were  in,  and 
no  acquisition  has  ever  been  made 
solely  because  it  would  contribute 
to  our  earnings." 


contrary,  he  was  putting  Ebasco  in 
shape  to  be  acquired  by  somebod\ 
else  on  the  best  possible  terms  for 
Ebasco's  stockholders.  Last  month 
Rieger  finally  found  the  bu\er  that  he 
was  looking  for:  Idaho's  Boise  Cas- 
cade Corp.,  one  of  the  most  astute 
and  imaginatively  managed  compa- 
nies in  U.S.  industry. 

"Rieger's  looked  at  a  dozen  com- 
panies," Rieger  says,  referring  to  him- 
self in  the  third  person  as  he  so  often 
does.     "He     became     excited,     then 

-  DON'T  JUMP  ON  US!  - 


111  tlie  l)fgiiiiiiiig,  lie  sa>s,  Boise 
Cascade  moved  beyond  lumber  in- 
to plywood  and  paper  in  order  to 
improve  the  utilization  of  its  basic 
forest  resources,  and  then  on  into 
end  products  to  protect  itself  from 
the  recurring  boom-bust  cycles  in 
its  raw  materials.  On  the  one  hand 
it  moved  into  packaging,  news- 
print and  printing  papers,  and 
then  into  office  papers  and  supplies. 
On  the  other,  it  advanced  into  on- 
site-built,  factory-built  and  mobile 
homes,  which  in  turn  led  it  into 
resort  land  development  and  from 
there  into  leisure  activities  like 
cruises  and  recreational  vehicles. 

Ebasco   will   add   a   number   ol 


V. 


changed  his  mind.  He's  been  almost 
too   flexible." 

Rieger  was  only  too  well  aware  that 
Ebasco  had  plenty  to  offer  to  any 
would-be  acquirer.  As  an  operating 
company,  Ebasco  has  one  consulting 
and  three  engineering  subsidiaries  in 
the  U.S.,  a  handful  of  smallish  manu- 
hicturing  and  utility  operations  in 
Latin  America  that  are  good  nione\' 
makers.  "Everything  el.se  is  liquid," 
Rieger  explains. 

-At  ESascc  "e\er\  thing  else "  is  the 


other  businesses,  none  ol  which  is 
of  any  coiiseciuence.  What  matters 
is  Ebasco's  vast  investment  port- 
folio which  will  provide  the  cash 
Boise  Cascade  needs  to  coiitiiiiic 
cxpaiidiiig. 

But  where  does  natiiral  growth 
stop  and  conglomeration  begin? 
Can  Boise  maintain  its  growth 
without  conglomerating?  "I  think 
our  future  growth  will  coinc  even 
more  easily  than  it  has  in  the 
past,'"  Hansbergei  says.  "We  are 
in  a  broader  area  of  markets  and 
have  more  alternatives  open  to 
us."  Today,  he  considers  Boise 
free  to  expand  into  any  form  of 
housing  depending  on  how  tight 
money  is  and  what  new  technol- 
ogies develop.  It  can  move  lapidK 
into  all  areas  of  containers,  office 
supplies,  and  leisure  time. 

"In  diversifying,"  he  says,  "we 
don't  have  to  worry  so  much  about 
the  management  of  the  companies 
we  buy,  because  we  have  a  knowl- 
edge of  the  businesses  they're  in. 
For  a  conglomerate,  good  manage- 
ment is  of  extreme  importance  be- 
cause the  company  is  accjuired  onh 
to  make  its  allotted  contribution  to 
the  total  company.  And  the  mere 
fact  that  a  company  can  be  acquired 
suggests  that  it  is  not  in  the  best 
of  shape.  For  us  this  doesn't  matter 
so  much,  because  we  are  after  a 
company  mainly  for  its  markets 
and  its  assets."  Ebasco  certainly 
has  the  assets,  and  it  poses  no 
management  problems. 

Well,  a  company  that  .spreads 
from  lumber  to  luxury  cruises  still 
looks  like  a  conglomerate.  But  who 
can  blame  Hansberger  for  not 
wanting  to  be  tarred  with  the  same 
brush  as  some  of  today's  fast-buck 
conglomerators? 
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Young  Radiators 
are  used  where 
the  going  is  tough 
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YOUNG  RADIATOR  COMPANY 

General   Ofdces    Racine    Wisconsin   S3403 

nadiators  .  Meji  etcnangeri  .  Oil  C:>5>'^  •  U"  '  M-a'?-« 


Fiberglass 

HATTERAS 


The  Hatteras  is  tested  and  proved 
seaworthy  off  Cape  Hatteras— 
graveyard  of  the  Atlantic,  con- 
sidered by  veteran  sailors  to  he 
the  roughest  sea  along  the  North 
American  coast.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
SI.OO.  Send  to  2348  Kivett  Drive, 
High  Point,  N.  C.  27261 


^ 


HatterasYacht 

Division  of 

North  American  Rockwell 


bulk  of  the  company.  Ebasco  has 
$100  million  in  cash  and  short-term 
notes,  a  $66-million  portfolio  of  blue- 
chip  stocks,  and  approximately  S300 
million  worth  of  Latin  American  gov- 
ernment bonds  payable  in  U.S.  dol- 
lars, which,  thanks  to  the  Hicken- 
looper  .Amendment".  Rieger  say.s.  "it 
is  safe  to  assume  will   be  paid." 

The  bonds,  to  be  sure,  are  not  as 
liquid  as  thev  sound,  since  Ebasco 
could  not  sell  them  e.xcept  at  a  sub- 
stantial disc-ount  from  par  value.  But 
they  do  provide  between  S15  million 
and  $20  million  in  interest  and  prin- 
cipal annualK  that  can  be  put  to  work. 

What  Rieger  recognized — and  what 
his  predecessors  had  refused  to  face 
— was  that  for  all  its  riches  Ebasco 
had  managed  to  earn  onh  3.5'*  after 
taxes  on  net  assets  of  more  than  S400 
million.  And  having  faced  that,  Rieger 
also  recognized  that  with  its  limited 
management  resources  Ebasco  had  lit- 
tle hope  of  doing  appreciably  better 
within  an\  reasonable  time.  In  the 
circumstances,  the  logic  was  inescap- 
able: Ebasco  should  .sell,  not  buy. 

"Don't  you  see  what  we  had  to  of- 
fer?" asks  Rieger.  "Two  of  the  rarest 
commodities  around  today — liquiditv 
and  no  internal  political  problems.  The 
operating  subsidiaries  we  have  run 
themselves.  Our  engineering  compa- 
nies can  build  anvthing  but  run  noth- 
ing. So  the  companv  we  merge  with 
will  have  to  provide  the  operating 
management  to  utilize  our  liquid 
assets.  .\Io.st  mergers  fall  through  be- 
cause of  the  fight  over  who  will  end 
up  top  manufacturing  veep  or  ex- 
ecutive vice  president.  We  don  t  have 
(1111/  of  them  to  fight." 

But  finding  a  bnver  was  easier  said 
than  done.  Ebasco  might  have  ap- 
pealed to  a  real  growth  companv-  like 
.Xerox,  but  .Xerox'  high  price  earnings 
ratio  would  have  c-ost  Ebasco's  stock- 
holders more  than  Rieger  was  willing 
to  pav.  Equally  important.  Ebasco 
needed  a  really  large  companv. 
Ebasco  ranks  as  a  regulated  invest- 
ment c"ompan\  and  will  remain  so  un- 
til 60?  of  its  assets  are  in  operations 
rather  than  investment.s.  Boise  Cas- 
cade filled  the  bill.  With  as.sets  of 
•SS65  million,  it  was  large  enough  to 
get  Ebasco  out  from  under  the  Inv  est- 
ment  Company  .\ct.  .\nd  with  a  price 
earnings  ratio  of  2S,  it  was  reasouablv 
enough  priced  to  permit  Ebasco  to 
nserge  on    relativelv'    favorable   teruis. 

"I  was  detenu ined  to  package  this 
beautifidK , '  Rieger  says.  "Rieger  was 
bull-headed  on  one  thing.  He  wouldn't 
move  until  his  stockholders  could  get 


'The  HIckenlooper  Amendment  to  the  Foreign 
Assistance  Act  provides  that  any  foreign  govern- 
ment that  confiscates  property  of  an  American 
corporation  without  compensation  shall  be  cut 
off    from    U.S.    foreign    aid. 


r- 
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Rieger  of  Ebasco 
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something  that  would  be  worth  mote 
in  five  years  than  the  S60  or  so  Ebasco 
is  worth  now.  I  didn't  want  any  of 
that  funnv  c-onglomerate  paper  which 
might  be  worth  luore  today  but  which 
would  be  worth  less  tomoirow.  I 
wanted  soiuefhing  for  the  long  pull." 

Section  Seventeen 

With  SlOO  million  in  idle  cash  in 
the  till,  few  other  companies  would 
feel  they  could  afi^^ord  the  luxury  of 
waiting  for  the  right  merger  partner, 
but  the  last  thing  Rieger  worried 
about  was  a  takeover.  "We  had  the 
danuidest  protection  of  all."  he  says 
cheerfully,  "being  covered  by  the  Tn- 
\estment  Company  .\ct  of  1940  as  a 
nondiversified  closed-end  investment 
company.  Joe  Blow  used  to  ask  me  to 
dinner  and  sav.  'Charles,  I  want  to 
oHer  so  much  in  convertible  subordi- 
nated ZZ  debeiitmes  for  Ebasco.' 
Then  I  would  tell  him  to  go  to  hell. 
Then  Joe  would  get  verv  red  and 
threaten  to  make  a  tender  offer. 

'  'Joe,'  I'd  sav .  'let  me  explain  Sec- 
tion 17  [of  the  Investment  Co.  .\ct 
which  prohibits  an  affiliate  from  merg- 
ing without  SEC  approval].  You  buy 
some  of  our  stock  and  we  become  an 
affiliate  of  youis,  or  we  will  buv  some 
of  vour  stock  and  von  will  become  an 
alPliate  of  ours.  .\nd  lots  of  interesting 
tilings  will  happen  to  voti.  Check  it 
with  vour  lawveis.  It  should  tie  you  up 
for  at  least  two  years.  It's  smprising 
how  discomaging  Section  17  can 
be.  One  gentleman  didn't  even  finish 
dinner.  .No  kidtling.  'Excuse  me,  1 
have  to  iiin,  lie  said,  and  he  did. 
Of  course,  when  Rieger  likes  a  guy, 
not  onlv  will  he  let  him  take  over 
the  company,  he'll  show  him  how."  ■ 
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Chris  and  Ann  never  heard  of 

us,  but  we're  building  our  future 

for  youngsters  like  them. 


The  girls  have  just  come  home  from  shop- 
ping with  their  mother  at  the  local  supermarket. 
She  let  them  pick  their  favorites  from  the  well- 
stocked  shelves. 

They  picked  up  Wonder  Bread  because  it 
tastes  good.  Their  mother  knows  Wonder  Bread 
helps  build  strong  bodies,  as  well. 

Now  Continental  Baking  Company,  the 
maker  of  Wonder  Bread  and  related  products,  is 
moving  into  a  new  period  of  growth  by  joining  ITT. 

A  natural  development 

Getting  into  the  food  business  was  a  nat- 
ural development  for  us.  Originally,  we  operated 
telephone  systems  and  manufactured  telecom- 
munications equipment  almost  exclusively  in 
Latin  America  and  Europe. 

Some  years  ago,  anticipating  future  demands 
of  the  world  economy,  we  decided  to  diversify 
into  new  areas  of  activity,  paiticularly  into  the 
relatively  stable,  non-cyclical  service  industries. 

Typical  of  these  new  areas  is  the  food  busi- 
ness. Continental  Baking  makes  Hostess  Cakes, 
Morton  Frozen  Foods  and  Wonder  snack  items. 


as  well  as  Wonder  Bread.  Other  Continental  Bak- 
ing brand  names  include  Profile,  Daffodil  Farm, 
Cabot's,  Braun's,  DiCarlo,  County  Fair  and  Love's. 
In  this  already  flourishingoperation,  our  tech- 
nical ability  could  be  applied  to  everything  from 
computer-based  market  distribution  techniques 
to  the  development  of  new  high-speed  manufac- 
turing techniques  to  effect  cost  efficiencies. 

fudging  our  contributions 

There  are  other  ways  of  judging  our  con- 
tributions to  the  business  economy.  One  of  them 
is  growth.  We  have  achieved  for  38  consecutive 
quarters  a  compounded  growth  in  earnings  per 
share  of  at  least  11%  annually.  In  numbers  of  peo- 
ple, we  have  grown  from  132,000in  1960toalmost 
300,000  today.  Our  sales  then  were  approxi- 
mately $6,200  per  employee.  Today  our  sales  per 
employee  are  more  than  double  that  figure. 

And  we  have  been  a  leader  in  developing 
new  products  and  services  because  we  can 
afford  the  cycles  of  investment  and  research. 

Finally,  we've  devised  new  kinds  of  man- 
agement training  programs,  to  develop  a  new 
breed  of  executive,  equipped  to  deal  with  a  wide 
variety  of  opportunities  and  problems,  and  who 
isat  home  in  manycountriesand  manybusinesses. 

ITT  and  you 

In  the  final  analysis  it  is  the  profitable  busi- 
nesses like  ours  that  are  the  source  of  ail  funds- 
through  taxes,  employment  and  investment— for 
the  activities  which  generate  change  for  the  better. 
Changes  like  low-cost  housing,  satellite  communi- 
cation, super-highways,  the  wars  on  poverty  and 
crime,  a  strong  national  defense  program,  vet- 
erans' educational  programs,  medicare. 

Businesses  like  ours  must  keep  growing  and 
diversifying  to  help  make  it  possible  for  you— and 
people  all  over  the  world,  no  matter  what  their 
social  or  economic  level— to  enjoy  a  better  life. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Ave.,  New  York,N.Y.  10022. 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


ITT 
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Your  state  ranks 
somewhere  in 

the  Top  50 . . . 


but 
where? 


The  results  of  an 
independent  study  by 
Midwest  Research  Institute, 
Kansas  City,  ranking  all  50 
states  in  nine  areas  that 
comprise  the  "Quality  of 
Life,"  are  explained  and 
analyzed  in  the  informative 
booklet  "The  Quality  of 
Life  in  Minnesota." 
See  where  your  state  ranks. 

Write  for  your  free  copy: 

minnesota! 

10,000   LAKES 


C.  M.  Towie  Suite  702 

Department  of  Economic  Development 

57  West  Seventh  St..  St.  Paul.  Minn.  551 02 

Please  send  a  free  copy  of 

"The  Quality  of  Life  in  Minnesota." 


Name- 


Company. 
Address— 
City 


.State. 
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Over  a  Barrel? 

For  General  Host,  winning  control  of  Armour 
may  have  been  wq/se  than  losing  it  entirely. 


Ha\"ixc  wox  control  of  Chicago's 
giant  ($2.1  billion  -sales)  Armour  & 
Co.  last  month,  Richard  C.  Pistell,  41, 
and  Harris  J.  Ashton,  36,  respectively 
chairman  and  president  of  New  York's 
General  Host  Corp.,  have  unques- 
tionably come  a  long  way  in  the  four 
years  since  they  took  over  the  ailing 
baking  company  and  turned  it  into  a 
mone\maker.  The  question,  however, 
is  whether,  in  coming  so  far.  General 
Host  may  not  have  come  too  far. 

To  acquire  its  o~t%  interest  in  Arm- 
our, a  company  with  ten  times  its 
sales  and  tour  times  its  assets,  General 
Host  is  issuing  some  SI 62  million  in 
debentures,  plus  b.7  miihon  warrants. 
Ail  this  in  addition  to  $47  milUon  in 
notes  and  a  warrant  [to  Gulf  &  \\  est- 
ernj  to  bu\  16)4,  i4d  General  Host 
shares.  GH  had  hoped  to  pick  up  80% 
ot  Arniour,  which  would  have  per- 
mitted it  to  consolidate  the  two  com- 
panies tor  ta.x  purposes,  or,  faihng 
that,  the  66%  that  would  be  necessary 
to  authorize  a  merger.  In  either  case, 
GH  would  have  been  able  to  pa\ 
Armours  acquisition  costs  out  of  Arm- 
our's own  earnings.  But  Pistell  and 
Ashton  failed  to  reckon  on  Greyhound 
Corp.  s  competing  oiter,  which  wound 
up  with  about  33%  of  Armour's  shares, 
far  short  of  what  it  wanted,  but 
enough  to  veto  any  merger  General 
Host  might  attempt  to  make. 

With  only  S38.4  million  in  equity, 
GH  must  now  support  S243.9  miUion 
in  debt,  and  its  Armour  dividends  fall 
short  by  about  50  cents  a  share  of  the 
after-ta.\  cost  of  the  interest  on  each 
General  Host  debenture  issued  to  ac- 
quire a  share  of  Armour.  Ashton  in- 
sists that  between  his  Armour  divi- 
dends and  General  Host's  earnings 
and  depreciation  he  has  the  cash  flow 
to  seiA'ice  the  debt,  but  he  also  con- 
cedes that  \  er\  little  will  be  left  over 
to  plow  back  into  GH's  basic  business. 

An  increase  in  the  Armour  di\idend 
would,  of  course,  solve  General  Host's 
problem,  but,  because  of  Armour's 
staggered  17-man  board,  even  with 
57?  of  the  company  General  Host 
has  been  able  to  put  only  four  men 
on  it.  Having  borrowed  S155  million 
at  7%  or  so  to  acquire  Annour  shares 
that  yield  it  2.2%,  Greyhound  itself 
might  conceivably  favor  a  dividend 
increase,  or  so  Ashton  beheves.  Then, 
too,  with  its  57%  interest.  General 
Host  might  be  able  to  aboHsh  Arm- 
our's staggered  board,  pack  the  new 
one  with  its  own  people  and  raise  the 
dividend.  Hoping  that  Greyhound  will 


Ex-Yale  Tackle  Harris  J.  Ashfon 
(right)  makes  an  ideal  alfer  ego 
for  his  boss,  Richard  C.  Pisfell, 
who  got  his  education  on  Wall 
Street.  Pistell  sets  up  the  deals; 
Ashton      handles      the      details. 
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sell  its  interest,  Ashton  insists  that  GH 
will  never  sell  out  to  Greyhound. 

As  Ashton  sees  it,  there  are  other 
wa>s  in  which  General  Host  might 
acquire  the  funds  it  needs  to  support 
its  business.  For  one  thing,  it  could 
conceivably  make  another  merger.  For 
another,  it  could  call  the  $47  million 
in  5%  convertible  notes  it  used  to 
buy  its  original  75U,000-share  block 
of  Annour  from  Gulf  &  Western,  in 
the  hope  of  forcing  their  conversion. 
The  trouble  is  that  Ashton  cannot  pre- 
dict what  effect  adding  another  1.8 
million  shares  to  General  Host's  non- 
di\  idend-pa\1ng  2.5  million  common 
would  have  on  its  price  and  whether 
noteholders  might  not  prefer  cash. 

The  risk  seems  doubh  great  since 
the  Justice  Department  contends  that 
GH's  control  of  Arniour  is  illegal  any- 
way. Ashton  disputes  that,  and  a  U.S. 
district  court  has  dismissed  a  Justice 
Department  suit.  But  if  the  Justice 
Department  should  appeal  and  win. 
law\er  Ashton  sa\s  he  could  always 
sell  off  General  Host's  food  operations, 
now  the  bulk  of  its  sales  and  assets — 
excluding  Amiour.  But  then  how  could 
GH  pay  the  interest  on  all  that  debt? 

And  so,  convinced  that  Genera! 
Host  can  pay  its  interest  for  at  least 
three  years  out  of  cash  flow,  Ashton 
and  Pistell  are  now  pla\ing  a  waiting 
game.  "The  real  thing  now,"  Ashton  . 
says,  "is  to  keep  ourselves  in  a  posi-  I 
tion  where  we  have  to  do  nothing.' 
In  any  waiting  game,  however,  tht 
real  artillery  rests  with  Greyhound, 
with  S43  miUion  in  net  income  vs. 
only  S4  million  for  General  Host.  ■ 
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This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the 
Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities,  Department 
of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the  Attorney  Gen- 
eral of  the  State  of  New  York  nor  the  Bureau  of  Securities  of  the  State  of 
NEW  ISSUE  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering.  February  26,  796.9 


U.  S.  FINANCIAL 

$15,000,000 
5V2%  Convertible  Subordinated  Debentures 

Due  March  1,  1989 


150,000  Shares 
Common  Stock 

(  Par  Value  .$2.50  Per  Share) 
Offered  only  in  Units  con-irsting  of  a  $l,UO<)  Debenture  and  W  .ihures  of  Common  Stock. 


Price  $1,335  per  Unit 


Copie-i  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  uiulersigned 
as  may  legally  offer  the.se  securities  in  compliance  with  the  securities  laws  of  such  State. 

First  California  Company 

incorportlvd 

Reynolds  &  Co. 

Shearson,  Hammill  &  Co. 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.       Dean  Witter  &  Co.       Bache  &  Co.       Bear,  Stearns  &  Co.       Clark,  Dodge  &  Co. 

lnct>rpor«ted  Incorporated  Incorporated 

Dominick  &  Dominick,       Goodbody  &  Co.        E.  F.  Hutton  &  Company  Inc.        W.  E.  Hutton  &  Co.        Shields  &  Company 

Incorporated  Incorporated 

G.  H.  Walker  &  Co.       Bacon,  Whipple  &  Co.       J.  Barth  &  Co.       Bateman  Eichler,  Hill  Richards       Boetlcher  and  Company 

Incorporated  Incorporated 

Dain,  Kalman  &  Quail      Gregory  &  Sons     William  Hutchinson  &  Co.,  Inc.      Lester,  Ryons  &  Co.         Irving  Lundborg  &  Co. 

IrKorporaled 

New  York  Hanseatic  Corporation     Putnam,  Coffin  &  Burr-Doolittle,  Inc.    Piper,  Jaffray  &  Hopwood    Rauscher  Pierce  &  Co.,  Inc. 

Affiliile  of  Aditil  Co. 

Roberts,  Scott  &  Co.,  Inc.  Sutro  &  Co.  Bosworth,  Sullivan  &  Company,  Inc.  B.  C.  Christopher  &  Company 

Davis,  Skaggs  &  Co.  Eppler,  Guerin  &  Turner,  Inc.  Hallowell,  Sulzberger,  Jenks  &  Co. 

Howard,  Weil,  Labouisse,  Friedrichs  and  Company      Jones,  Kreeger  &  Co.        Saunders,  Stiver  &  Co.        Stone  &  Youngberg 

Bender  Company       Doft  &  Co.,  Inc.       Frost,  Johnson,  Read  &  Smith,  Inc.       Funk,  Hobbs  &  Hart,  Inc.       Herzfeld  &  Stern 
Hinton  Jones  &  Co.     Hugh  Johnson  &  Company,  Inc.     Love,  Douglas  &  Roberts,  Inc.     Meyerson  &  Co.    Orvis  Brothers  &  Co. 

Incorporated  Incorporated 

Schweickart  &  Co.        Smith,  Hague  &  Company        Fox-Raff  &  Company,  Inc.        Hughbanks  Incorporated 
Lind,  Somers  &  Collins,  Inc.         The  Nikko  Securities  Co.  International,  Inc. 
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'We  Ve  Turned  a  Corner'' 

General  Foods'  seven-year-old  effort  to  turn  up  a 
fistful  of  new  products  finally  promises  to  pay  off. 


"Over  the  next  ten  years,"  says  Arthur 
E.  Larkin  Jr.,  president  of  White 
Plains,  N.Y.'s  giant  General  Foods 
Corp.,  "our  performance  is  going  to 
be  better  than  it  has  been  over  the 
last  five  or  six." 

Most  executives  would  find  little 
reason  to  complain  about  GF's  per- 
foiTnance.  After  all,  when  its  current 
fiscal  year  ends  this  month,  GF  will 
set  new  sales  and  earnings  records 
for  the  17th  year  in  a  row  while  its 
average  return  on  equity  over  the  last 
five  years — at  17.6% — ranks  among 
the  top  100  in  U.S.  industry  (Forbes, 
]an.  1). 

Even  so,  as  Larkin  has  been  un- 
easily aware,  GF's  performance  is  a 
lot  less  bright  than  it  looks.  For  one 
thing,  its  return  on  equity  has  been 
graduallv  subsiding  for  some  years 
now— from  19.4%  in  1961  to  17.2%  last 
\'ear.  For  another,  its  earnings  growth 
rate — at  4.3%  annually — is  less  than 
half  what  it  was  in  the  late  Fifties. 
And  GF's  flagging  pace  has  been  re- 
flected in  the  stock  market.  Last 
month,  for  instance,  GF  was  selling 
a  good  27%  below  its  all-time  high 
of  107/4  set  in  1961,  while  its  price/ 
earnings  ratio  fell  from  37  to  19. 

Larkin  is  frank  to  admit,  however, 
that  GF  has  had  only  itself  to  blame 
for  its  somewhat  laggard  performance. 
Without  intending  to,  it  had  neglected 
one  of  the  first  principles  of  a  branded 
goods  company:  funnel  a  steady 
stream  of  new  products  into  the  mar- 
ket. For  years,  Larkin  explains,  new 
products  were  no  problem.  If  GF 
needed  them,  it  simply  acquired  them. 
But  given  antitrust  considerations, 
there  were  limits  to  how  far  GF  could 
go.  "In  the  Fifties,"  says  Larkin,  "it 
became  apparent  to  us  that  there  was 
an  end  to  that  'oad." 

But  instead  of  pushing  new  prod- 
uct development,  GF  concentrated  in- 
stead on  improving  its  profit  margins, 
broadening  them  from  3.2%  in  1951  to 


6.5%  in  1961.  Only  when  it  reached 
the  end  of  that  road  did  it  finally  turn 
to  cultivating  the  future  of  its  basic 
business.  "In  1962,"  Larkin  says,  "we 
really  mounted  an  internal  develop- 
ment program  in  dead  earnest." 

And  not  a  moment  too  soon.  With 
its  product  dexelopment  program 
barely  off  the  ground,  GF  was  headed 
for  trouble  in  three  of  its  biggest  and 
most  important  markets.  Its  Birds  Eye 
frozen  foods  division  already  had  some 
serious  competitive  problems.  On  the 
one  hand,  GF's  supermarket  custom- 
ers had  begun  bringing  out  their  own 
brands  of  fruits  and  vegetables  at  bar- 
gain prices,  while  on  the  other,  small- 
ish Green  Giant  Go.  outmaneuvered 
GF  with  specialty  items  packaged  in 
plastic  bags  that  could  be  plopped 
right  into  boiling  water. 

/f  Never  Rains   .   .   . 

As  if  that  weren't  enough,  the  U.S. 
coffee  market,  which  GF  dominates 
with  its  Maxwell  House  and  Sanka 
brands — and  from  which  it  gets  35% 
or  more  of  its  sales — began  to  level 
off.  And  there  wasn't  much  GF  could 
do  about  it:  Young  adults  just  didn't 
drink  as  much  coffee  as  their  parents. 

And  finally,  GF's  Post  cereals  divi- 
sion ran  into  trouble  as  the  dry  cereal 
market  stopped  growing.  At  the  same 
time  General  Mills  launched  an  all- 
out  sales  effort  and  displaced  GF  as 
No.  Two  in  cereals  behind  Kellogg. 
The  end  result  of  all  these  factors  was 
inevitable:  GF's  growth  began  to  slow, 
its  return  gradually  to  dec^ne. 

Larkin  believes  the  worst  is  now 
over.  GF's  nine-months  pretax  earn- 
ings were  up  10.4% — more  nearly  in 
line  with  the  gains  of  the  late  Fifties, 
though  the  tax  surcharge  held  the 
after-tax  gain  to  2%.  "And  the  trend 
will  continue,"  Larkin  says.  "There's 
a  lag  between  the  time  when  you  start 
investing  in  new  products  and  when 
the  payout  starts.  But  they're  finally 


Burger  Chef  was  General  Foods'  first  big  try  at  serving,  not  selling,  food. 


paynig  off,  so  much  so  that  the  prod- 
ucts we've  developed  since  1962 — 
like  Maxim  freeze-dried  coffee;  Cool 
Whip,  a  nondairy  whipped  topping; 
D-Zerta  low-calorie  desserts;  Jell-O 
pies,  and  Orange  Plus,  a  concentrated 
juice — contribute  more  profits  an- 
nually than  we  invest  in  the  develop- 
ment of  other  new  products. " 

Doubling  the  advantage,  GF's  tradi- 
tional markets  have  begun  to  improve 
at  least  moderately  as  its  new  prod- 
ucts have  begun  to  pay  off.  "The 
ground  coffee  market  remains  static," 
Larkin  says,  "but,  because  of  freeze- 
dried  instant  coffee  [GF's  Maxim  and 
Sanka  brands,  most  notably],  we  are 
showing  increases  in  over-all  coffee 
sales  and  profits."  But  the  price  was 
high.  Freeze-dried  coffee,  Larkin  says, 
represents  by  far  the  largest  commit- 
ment of  funds — he  won't  say  how 
much — for  any  new  product  in  Gen- 
eral Foods'  history. 

GF  is  skirting  Birds  Eye's  private- 
label  competition  with  such  specialty 
products  as  Cool  Whip,  Orange  Plus 
and  frozen  Pizza  Stix  and  now  has 
the  division's  profits  growing  faster 
than  the  company's  over-all  earnings. 
And  even  the  cereal  market  has  re- 
sumed its  traditional  modest  growth. 

But  these  markets  are  slow  growing 
at  best.  The  larger  promise  lies  else- 
where, including  some  of  the  newer 
areas  GF  has  been  moving  into.  "The 
dessert  market  is  growing  faster  than 
the  population,"  Larkin  notes.  "We 
are  by  far  the  leader  [with  the  old- 
line  Jell-O  brands  and  the  new  D- 
Zerta  line].  We're  also  the  leader  in 
pet  foods,  a  market  that  is  growing 
so  well  it's  attracting  new  competi- 
tion, like  Campbell  Soup."  Pet  food 
volume  is  expected  to  hit  $1  billion 
this  year,  rivaling  coffee's  $1.5  billion. 

But  Larkin  doesn't  think  even  this 
is  enough.  "We  see  food  sold  away 
from  home  as  growing  at  about  twice 
the  rate  as  food  sold  through  grocery 
stores,"  he  says.  So  last  year  GF 
bought  Burger  Chef,  a  chain  of  over 
700  (mostly  franchised)  fast-service 
hamburger  restaurants.  "We  now  have 
a  franchising  talent,"  says  Larkin. 
'We're  going  to  build  on  that." 

GF  has  also  acquired  Innkeepers 
Inc.,  which  manages  motels  and  res- 
taurants for  absentee  owners.  "We 
certainly  don't  rule  out  lodging  as  a 
new  field, "  Larkin  says.  "As  far  as 
that  goes,  we  don't  build  any  fences 
around  ourselves  that  say  we've  got 
to  be  a  food  company." 

That  is  what  it  is  destined  to  be 
for  some  time,  of  course,  but  as  Larkin 
sees  it,  a  far  more  dynamic  one.  "It 
took  us  some  time  to  generate  a  head 
of  steam,"  he  says.  "Now  we  have 
turned  a  significant  corner."  ■ 
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The  Hand  Is  Quicker. .  - 

. . .  and  so  is  the  growth  of  ARA  Services  since  it  began 
moving  from  vending  machines  into  manual  feeding. 


'1 HOUSANDS  of  battle-scarred  investors 
stiU  remember  the  awful  collapse  of 
the  vending  machine  stocks  in  the 
early  Sixties,  and  the  ups  and  downs  in 
vending  company  earnings  have  done 
little  to  bolster  c-onfidence  in  the  in- 
dustr>\  The  notable  exception  is  Los 
Angeles'  ARA  Ser\  ices.  Inc.  ( formerly 
Automatic  Retailers  of  America),  the 
largest  and  fastest  growing  company 
in  the  industry.  Servomation,  the  in- 
dustry's No.  Three  vendor,  may  be 
able  to  match  AR.\'s  16?  return  on 
equity,  but  nobody  can  match  its 
grouth.  Since  1959  ARA's  sales  have 
soared  from  S2o  million  to  $477  mil- 
lion, a  surge  that  enabled  it  to  oust 
Canteen  Corp.  from  first  place  in  the 
industry  two  years  ago,  while  earnings 
have  risen  without  interruption  from 
•50  cents  a  share  to  S2.95. 

Such  a  rec-ord  is  just  short  of  spec- 
tacular in  the  rugged  vending  busi- 
ness, where,  among  other  obstacles, 
mobsters  sometimes  substitute  for 
managers  and  bribery  can  be  a  major 
marketing  to<jI.  Wow  has  AK.\  done 
it?  \'ery  simple,  explains  AR.A's  chair- 
man and  chief  executive,  Davre  Da- 
vidson, 57:  by  getting  his  company 
into  something  else.  Though  ARA  re- 
mains the  U.S.'  largest  vending  ma- 
chine operator,  Davidson  refuses  to 
consider  vending  his  basic  business. 
■'Were  very  capable  in  the  vending 
business,"  he  says,  "but  that  is  only 
one  small  phase  of  our  service.  We're 
a  ser\ice  company." 

With  ARA  that  is  not  only  a  dis- 
tinction but  a  diherence.  It  has  moved 
logically  beyond  vending  machines 
into  the  related  field  of  manual  feed- 
ing in  plants  and  institutions.  In  this, 
ARA  is  hardly  uniciue,  but  none  of  its 
competitors  has  done  so  on  anydiing 
like  its  scale,  \early  half  of  ARA's 
1968  revenues  came  from  institutional 
feeding  vs.  20%  to  30%  for  Canteen, 
Servomation,  and  Interstate  United. 

Hidden  Potential 

ARA  was  put  together  by  two  old- 
line  vending  machine  operators — Da- 
vidson and  ARA  President  William 
Fishman — in  a  1959  merger  of  David- 
son's California  company  and  Fish- 
man's  midwestern  vending  interests. 
But  both  men  soon  saw  that  to  realize 
its  potential,  ARA  would  have  to 
move  into  manual  feeding.  "Public  re- 
lations types  were  all  saying  you  could 
do  everything  with  machines, "  says 
Fishman,  "but  I  knew  better.  Often 
I'd  be  called  on  to  design  an  auto- 
matic food  service  only  to  find  it  didn't 
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make  sense  to  do  it  automatically." 

Lacking  their  competitors'  commit- 
ment to  machines,  Davidson  and 
Fishman  were  free  to  take  a  detached 
view  of  the  manual  feeding  business. 
They  recognized  that  even  if  the 
profit  margins  in  manual  feeding 
(around  2%)  were  only  half  what  they 
were  in  vending,  the  capital  require- 
ments were  correspondingly  less.  Be- 
cause the  only  costs  involved  were  in 
food  and  labor,  ARA  could  earn  an 


Serving  hamburgers  manu- 
ally requires  less  capital  than 
vending  them,  but  more  over- 
head. "We  maintain  the 
largest  corps  of  nutritionists 
and  dieticians  in  the  U.S.," 
says  ARA's  Davre   Davidson. 


^■^. 


even  higher  return  in  manual  feeLinig. 
And  so,  in  1961,  ARA  acquired  Phil- 
adelphia's Slater  Food  System  man- 
agement, a  privately  owned  nation- 
wide manual  feeding  outfit  with  $60 
million  in  annual  sales. 

Slater  got  ARA  off  to  a  running 
start  in  manual  feeding.  Its  business 
was  concentrated  in  boarding  schools, 
hospitals  and  colleges  which  serve  21 
meals  a  week  vs.  only  five  in  most 
industrial  plants  and  offices.  So  Slater 
was  able  to  generate  a  volume  of 
business  that  permitted  it  to  make 
significant  savings  in  food  purchasing, 
warehousing,  preparation  and  man- 
power management.  ARA,  for  its  part, 
supplied  the  capital  to  expand  this 
stake,  both  by  internal  moves  and 
other  acquisitions.  While  its  competi- 
tors were  still  concentrating  on  vend- 
ing, ARA  was  moving  full  speed  into 
a  field  where  the  return  on  investment 
surpassed  that  from  machines. 

Hand-Made  Edge 

-Manual  feeding  had  other  attrac- 
tions as  well.  Its  price  structure  was 
more  flexible  than  that  in  vending. 
Vending  machine  prices  move  up  in 
five-cent  increments,  whereas  manual 
feeding  can  deal  in  pennies  and  does, 
pennitting  cost  increases  to  be  quickly 
reflected  in  price.  Then  too,  manual 
feeding  has  been  growing  more  rap- 
idly in  the  institutional  market  than 
has  vending.  This  is  partly  because 
people  prefer  eating  meals  served  by 
human  beings  rather  than  machines, 
especially  in  hospitals  and  schools, 
and  partly  because  above  a  certain 
volume  manual  feeding  is  less  expen- 
sive than  machine  feeding.  "Automat- 
ic food  service, "  Fishman  says,  "is  not 
even  the  speediest  kind  of  service.  If  a 
plant  releases  700  people  at  one  time 
for  lunch,  vending  machines  simply 
can't  keep  up  with  the  demand." 

But  having  struck  gold  in  feeding, 
Davidson  and  Fishman  are  beginning 
to  take  an  even  larger  view  of  ARA's 
role  as  a  service  company.  Between 
1959  and  1963  ARA  acquired  some 
150  vending  and  institution-feeding 
firms,  so  that  in  1964  the  Federal 
Trade  Commission  forced  ARA  to  sign 
a  consent  decree  placing  territorial 
limitations  on  future  vending  service 
acquisitions.  With  those  restrictions  as 
a  spur,  ARA  has  begun  looking  into 
other  service  fields  and  has  acquired 
in  recent  months  a  book  publisher 
(Rockville  House),  a  small  manage- 
ment consulting  fimi  and  a  wholesale 
periodicals  distributor.  ■ 


51 


■IJ JIMf* 


-V 


KU 


Otis  enters  the 
economy  car  field 


Now  you  can  get  that  great  Otis  ride  in  a 
hydraulic  model,  the  new  HPA-2000. 

We  built  it  for  short  trips  — up  to  five  floors. 

It's  fully  automatic.  And  made  to  rigorous 
Otis  standards. 

You  save  money  because  it's  pre-engineered  to 
simplify  elevator  planning  and  installation. 

And  it's  available  right  from  stock. 

Our  new  brochure  gives  all  the  details. 

Write  on  your  letterhead  to  Dept.  33, 

260  Eleventh  Avenue,  New  York,  N.Y.  lOOOL 

This  could  be  your  year  to  own  an  Otis. 

® 


Otis 

The  Elevator  Company 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


A    .VEIf    ISSL'E 


February  27,  1969 


Galbreath  First  Mortgage  Investments 

(A  Real  Estate  Investment  Trust) 

700,000  SHARES  OF  BENEFICIAL  INTEREST 

(Without  Par  Value) 


Price  *25.00  per  share 


Ciiftirs  of  the  f'rospectus  may  bt'  obtained  front  such  of  the  undersigned  {nho  are  among  the  underwriters 
namttl  in   the    I'rosptflus)   as   may  legally  offer  these  securities   under  applicable  state  securities  laus. 

This  announcement  is  neither  an  offer  to  sell  nor  solicitation  of  an  offer  to  buy  these  sectirilies.  \o  offering 
is  made  except  by  a  Prospectrus  Jiletl  uith  the  Department  of  Lair  of  the  Stale  of  \eu-  >  ork  and  the  Ifureau 
of  Securities.  Department  of  Laic  and  Public  Safety  of  the  State  of  .\«>u'  Jersey,  \either  the  Attorney 
(Jeneral  of  the  State  of  .\eic  ^  ork  nor  the  liurtHUt  of  Securities  of  the  Stale  of  .\eic  Jersey  has  f>asse<l  on,  or 
endorse<l  the  merits  €>f  this  offering. 


Hayden,   Miller 

l>i>i.sian  of  Stone  &  \S  cbNlcr  St-rurllirn  <  orpomlion 


Drexel  Harriman  Ripley 

Inrorporutfd 

Bache  &  Co. 

Inrorporalcd 

Dominick  &  Dominick, 

I  nror|>orMlod 

W.  C.  Langley  &  Co. 
McDonald  &  Company 
J.  Barth  &  Co. 

J.  C.  Bradford  &  Co. 

Incorporated 

A.  G.  Edwards  &  Sons,  Inc. 
The  First  Columbus  Corporation 
First  Mid  America  Corporation 
J.  J.  B.  Hilliard,  W.  L.  Lyons  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 
Bear,  Stearns  &  Co. 
Francis  I.  duPont,  A.  C.  Allyn,  Inc. 


Clark,  Dodge  &  Co. 

Inrorporaled 

W.  E.  Hutton  &  Co. 


R.  W.  Pressprich  &  Co. 

Inrorpomied 


Arthurs,  Lestrange  &  Co. 
in  Eichler,  Hill  Richards 

Incorporated 

The  Chicago  Corporation 


G.  H.  Walker  &  Co. 

Inrorporaled 

Ball,  Burge  &  Kraus 
Boettcher  and  Company 

Dain,  Kalman  &  Quail 

Incorporatrd 

Eppler,  Guerin  &  Turner,  Inc. 

First  of  Michigan  Corporation 

Fulton,  Reid  &  Staples,  Inc. 

Howard,  Weil,  Labouisse,  Friedrichs  and  Company 


Johnston,  Lemon  &  Co.  Kohlmeyer  &  Co.  Lester,  Ryons  &  Co 

The  Milwaukee  Company 


McCormick  &  Co. 

Incorporatrd 

The  Ohio  Company 


Loewi  &  Co. 

Incorporated 

Mitchum,  Jones  &  Templeton 

Incorporatrd 

Piper,  Jaffray  &  Hopwood  Prescott,  Merrill,  Turben  &  Co. 


Putnam.  Coffin  &  Burr-Doolittle,  Inc 

Amilair  of  Ad^c-al  <  o. 


Stein  Bros.  &  Boyce,  Inc. 
Birr,  Wilson  &  Co.,  Inc. 
J.  N.  Russell  &  Co.,  Inc. 

Wagenseller  &  Durst.  Inc, 
Mackall  &  Coe 


Rauscher  Pierce  &  Co.,  Inc. 
Watling,  Lerchen  &  Co.  Saunders,  Stiver  &  Co. 

Joseph,  Mellen  &  Miller,  Inc.  Murch  &  Co.,  Inc. 

Vercoe  &  Co. 

Julien  Collins  &  Company 
Sweney  Cartwright  &  Co. 


Suplee,  Mosley,  Close  &  Kerner 

Incorporatrd 


Stern,  Frank,  Meyer  &  Fox 

lnc*rp«ratrd 
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Christmas  Every  Weekday? 

That's  what  two  discount  chains  hope  to  create  for  the  nation's  children— and 
themselves— by  getting  parents   to  buy  toys  for   the  kids  all  year    round. 


When  was  the  last  Unie  >ou  bought 
a  toy?  Christmas,  probably,  or  for 
\our  three-year-old's  birthdav .  That's 
when  doting  parents  and  grandpar- 
ents usualK  bu>  to>s,  and  that's  wh> . 
until  a  c-ouple  of  years  ago,  die  re- 
tail toy  business  wasn't  so  much  a 
business  as  a  sideline.  Toys  were  sold 
in  drugstores,  fi\e-and-din)es,  super- 
markets, almost  e\er>  kind  of  retail 
outlet.  For  ten  months  of  the  year 
they  li\ed  in  dusty  comers.  Came 
Ottuber.  the  diLst\  comers  blossomed 
into  eliitering  To>iands'"  to  catch 
the  holida>  trade.  Came  Januaiy,  the 
dust  stalled  gathering  again. 

In  a  nation  that  lieiieves  nothing  is  too 
good  for  its  children,  this  system  of  re- 
tailing ob\ioiisl>  didn't  make  sense. 
Among  others  it  didn't  make  sense  to 
were  Sol  W.  Cantor,  chairman  of  Inter- 
state Department  Stores,  and  Herbert 
Palestine,  chairman  of  Arlans  Depart- 
ment Stores.  Ixjth  discoimt  chains. 
Tlie\  saw  a  market  of  more  than  S2 
billion  growing  at  the  rate  of  7'^  a  year 
with  ver>  few  fingers  lifted  to  make  it 
grow.  What  ct>iild  this  market  be,  the> 
asked,  if  someone  really  organized  to 
e.xploit  it?  II,  for  example,  s<jmeone 
got  parents  and  grandparents  to  buy 
toys  the  year  round  instead  of  merel> 
at  Christmas  and  when  the  kid  had  a 
birthday? 

There   were,   scattered    an^und    the 


country,  a  few  stores  that  gave  Can- 
tor and  Palestine  the  clues  to  how 
to  do  this.  The>  were  discount  toy 
stores,  which  managed  to  attract  par- 
ents 12  months  of  the  year  by  keeping 
their  prices  low. 

Cantor  moved  first.  In  November 
1966  he  bought  a  Washington,  D.C. 
chain  of  four  such  stores.  Children's 
Supermart,  to  add  to  Interstate's' 
regular  discount  and  department 
stores  (12-5  stores  in  1968  with  sales 
of  S639  million;  eamings,  about  $10 


million).  Palestine  moved  four  months 
later.  Arlans  (1968  sales,  $335  mil- 
lion; earnings,  about  $5  million) 
bought  Alex  Forst  &  Sons,  a  nation- 
wide toy  distributor,  as  a  prelude  to 
opening  a  chain  of  discount  toy  stores 
called   Play  World. 

Since  then  Interstate  has  opened 
four,  more  Children's  Supermart  stores, 
two  in  Washington  and  two  in  Los 
.-\ngeles.  It  also  is  gobbling  up  eight 
discount  to>  stores  in  the  Chicago-Mil- 
waukee area.  And  this  is  just  the 
beginning;  Cantor  plans  to  open  five 
or  six  more  this  vear  across  the  U.S., 
then  7-5  o\er  the  next  three  years  in 
different  metropolitai.  areas. 

Meanwhile,  Arlans  has  started  two 
Play  World  stores,  one  in  New  Haven, 
Conn.,  the  other  in  Bridgeport.  Pale- 
stine is  opening  another  13  or  14  this 
year  and  plans  to  start  25  a  year  dur- 
ing the  next  three  years. 

13y  the  end  of  1972,  both  companies 
shoidd  each  be  operating  about  100 
discount  stores  catering  entirely  to 
children's  desires  and  whims.  Cantor 
believes  that  Interstate's  stores  will 
average  S2.5  million  a  year  in  sales, 
a  total  of  S250  million.  No  one  at  Ar- 
lans will  make  any  prediction  about 
sales,  but  industr>'  sources  expect  the 


Play  Worlds  to  a\erage  SI, 25  million 
a  year,  a  total  of  S125  million.  If 
everything  works  out  as  predicted, 
discounting  toys  should  give  both 
companies  a  tremendovis  boost  and 
could  lead  them  to  separate  discount 
units  for  other  t\pes  of  merchandise. 

Different  Approaches 

Tlic  leason  the  Play  Worlds  are  not 
expected  to  axeiage  more  than  half 
the  sales  of  Children's  Supermarts  is 
that  .A.rlans  and  Interstate  have  taken 
entireK  different  appioaches.  Sa>s 
.Allen  Storch,  former  Mac\  vice 
president  who  runs  the  Play  Worlds 
tor  Arlans:  "We  are  building  nice, 
colorful  stores  with  a  nice  family 
image.'  The  Play  Worlds  also  are 
giving  shoppers  such  conveniences  as 
charging  ptnchases  to  local  or  national 
credit  cards,  basket  carts  for  big 
spenders  and  numerous  checkout 
lanes.  The  original  Play  World  in  a 
shopping  center  near  New  Haven 
(others  will  be  free-standing,  with 
parking  lots  for  200-300  cars)   seems 


\er>  much  like  the  food  supermarket 
that  once  occupied  the  building.  Not 
so  n)ucl)  because  of  the  checkout  lanes 
— they  were  adopted  by  discounters 
\ears  ago — but  because  of  the  super- 
market-type shelving,  overhead  aisle 
markers,  and  wall  decorations  of  the 
kind  used  by  supermarkets  to  sug- 
gest dairy  products,  \egetables  and 
fancy  foods. 

And  like  supermarkets,  Pla\  World 
is  designed  Un  adults.  The  taped 
background  music  in  Febmary 
seemed  to  be  played  for  the  genera- 
tion that  remembers  Fred  Astaire  and 
Ginger  Rogers,  not  .Mary  Poppins  and 
\ogi  IJear.  Dolls  were  arranged  like 
canned  soup,  games  like  detergents. 
Where  toys  were  displayed,  they  were 
at  adult  eye  level;  the  onh  things 
within  grasp  of  a  five-year-old  were 
the  .sealed,  taped  or  stapled  boxes. 
(Continued  on   page  57) 
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Doing 

a  day's  work 

for  a  day's  pay 

maybe 

out  of  style 

in  some  places 

but  not 
in  Kentucky 


For  all  the  facts  about 
"Kentucky's  Climate  of 
Confidence"  call  or  write 
Paul  Grubbs,  Commis 
sioner,  Department  of 
Commerce,  Frankfort, 
Kentucky,  F-318  .  .  . 
Phone  (502)  564  4270. 


^-discovei^^ 

IffiuCKY 


'Toys  Should  Be  Fun 


"A  LOT  OF  junk"  was  the  way  one 
seven-year-old  girl  described  Santa 
Claus'  gifts.  Her  parents  were  sur- 
prised. In  addition  to  a  doll,  a  flufty 
stuffed  rabbit  and  a  game  with  in- 
structions that  would  puzzle  the 
C.I. A.,  there  were  several  toys  that 
had  been  advertised  on  TV — wind- 
ups,  battery-operated  gizmos  and 
things  that  make  things.  Even  more 
to  the  parents'  surprise,  the  day 
after  Christmas  the  girl  was  back 
playing  with  an  old  frazzled  wig. 

What  was  wrong?  Nothing  ex- 
cept that  the  parents  bought  the 
toys  they  wanted.  "In  selling  toys," 
says  Dr.  William  C.  Combs  of 
Princeton,  N.J.,  a  child  psychiatrist 
with  the  Child  Guidance  Center  of 
Mercer  County,  N.J.,  "the  appeal — 
particularly  in  TV  advertising — is 
to  the  child  part  of  the  parent. 
Especially  complicated  or  electrical 
toys.  I  have  pictures  today  showing 
my  father  and  grandfather  playing 
with  my  electric  train   that  I  got 


when  I  was  seven.  I  got  it,  but 
they  played  with  it." 

So  what  kind  of  toys  should  chil- 
dren have?  Educational  toys,  ac- 
cording to  educators,  child-care  ad- 
visers, and  magazine  writers.  But 
the  word  "educational"  leaves  wide 
open  the  question  of  what  such  a 
toy  is.  Dr.  Combs'  simple  answer 
is:  "Something  to  fiddle  around 
with,  but  not  complicated.  It  should 
be  something  that  stimulates  the 
child,  stimulates  his  emotions  and 
his  recognition  of  objects.  Children 
learn  and  develop  by  playing  the 
way  an  adult  learns  by  reading. 
But  most  of  all,  an  educational  toy 
should  be  fun." 

Probably  the  worst  toy-buying 
habit  is  Christmas.  "Children  get 
so  much  stuff  they  can't  possibly 
use  or  that  can't  be  useful  to  them," 
explains  Dr.  Combs.  "It's  a  heck 
of  a  good  idea  to  buy  throughout 
the  year  instead  of  pouring  them 
on  at  Christmas  or  birthday  time." 


LOUIE  B  NUNN  Governor 


<Continued  from  page  55) 

luterstate's  Children's  Supermarts, 
in  contrast,  make  no  attempt  to  charm 
the  shopper.  In  the  store  near  Falls 
Church,  \'a.,  outside  Washington,  the 
steel  sheK-ing  is  right  out  of  a  manufac- 
turer's parts  storage  room,  and  some 
of  the  stock  is  piled  out  of  reach  of  a 
five-foot-five  mother.  The  lighting  is 
a  glare.  Service  is  limited  virtually  to 
easliiers  at  clieckout  lanes.  When  Can- 
tor and  Charles  Lazaais.  Children's 
Supermarts'  founder  and  operating 
officer,  decided  to  do  without  frills 
and  decor,  the\-  went  all  the  vva\. 
There  are  supennarket  carts  for  use  in 
the  store,  but  customers  who  want 
paper  bags  to  carr\  purchases  home 
liave  to  bring  their  own — the  store 
neither  gives  them  awa>  nor  sells 
them,  though  empty  boxes  are  avail- 
able to  shoppers  with  large  purchases. 

The  whole  emphasis  is  on  having  a 
wide  assortment  ol  goods.  Says  Can- 
tor: "You'll  be  e.vcited  about  our  ex- 
panse of  merchandise — e\en  in  Janu- 
ar\',  February  or  Marcli.  not  just  De- 
cember. Nothing  not  for  cliildren.  We 
have  some  solt  lines,  but  90?  of  the 
stock  is  to\s.  ■  At  l'la\  World  15%  of 
the  selling  space  is  u.sed  for  toys 
and  games;  the  remainder  is  sporting 
gcxxls — such  as  children  s  outdoor 
play  eijuipnuMit  and  adults  goll  clubs 
— to  give  the  store  .i  l.imiK  appeal. 
.\nd  paper  plates,  napkins  and  favors 
are  stocked  to  bring  in  mothers 
planning  for  junior's   birthday   party. 

Toy  Jag 

Whether  full-Hedged  discouiiler  or 
half-breed,  90%  to\s  or  75'^,  can  either 
chain  do  a  \ear-round  business  in  a 
field  as  specialized  as  toy  retailing? 
Both  managements  bt"lie\e  tliev  can 
because:  1)  year-round  promotion  by 
toy  manufacturers  and  retailers  can 
create  a  year-round  demand;  2)  the 
youth  population  (nine  and  under)  is 
growing,  with  a  27'?  gain  projected 
for  the  ne.xt  decade  honi  40.4  mil- 
lion in  1970  to  .51.2  million  in  1980; 
and  .3)  most  important,  American 
affluence  is  increasing — disposable 
personal  income  increased  72'?  be- 
tween 1960  and  1968.  Even  the  ile- 
dine  in  the  U.S.  birth  rale  for  the  past 
two  years  need  not  hinder  toy  letail- 
ers  in  the  Sesenties  and  Eighties  as 
long  as  .Americans  are  affluent;  f'ar- 
ental  spending  on  toys  is  dictated 
more  b\  disposable  income  than  b\ 
number  of  children.  Led  Dy  educa- 
tional toys  and  games,  with  $1.6 
billion  in  1968  retail  sales  {see  chart) ^ 
the  7%  growth  in  total  sales  of  toys, 
dolls  and  tricycles  has  been  two  and 
a  half  times  as  great  as  tlie  2.7'/  gain 
in  the  tmder-ten  population.  ■ 
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UNITED 


THE  DIVERSIFIED  PUBLISHERS- 
POISED  FDR  NEW  GRDWTH  GAINS? 


The  thirst  for  knowledge  ap- 
pears Mmitless.  Book  sales  are 
at  peak  levels.  So  are  school 
enrollments.  College  degrees 
earned  have  almost  doubled 
since  1960.  Expenditures  for 
education  have  risen  137%  in 
the  past  decade.  The  number 
of  libraries  has  increased  55",^, 
in  five  years. 

Who  stands  to  benefit?  The 
diversified  publishers.  This 
is  why  Goodbody's  March 
Monthly  Letter  delves  deeply 
into  this  dynamic  industry. 
Our  new  Letter  examines  all 


areas:  newspapers,  magazmes, 
audio-visual  materials,  trade 
books,  text  books,  etc.  It  pre- 
sents detailed  operating  and 
financial  data  on  13  of  the 
leading  diversified  publishers. 
And  it  selects  the  stocks  of  3 
companies  that  we  believe  offer 
particularly  attractive  appre- 
ciation potentials. 

For  your  copy  of  this  inter- 
esting study  on  the  publishing 
industry,  write  or  call  for  our 
latest  Monthly  Letter  at  your 
nearest  Goodbody  office. 


Successful  investors  know  Goodbody 


@ 


GOODBODY&  CO. 

55  BROAD  STREET,  NEW  YORK 


EST.  1891 
M»."ibpfs  N'-v*  Yori<  Stock  Fxchanfje  and  Leading  Stoci^  and  Commodity  Exciiangi 


0^   r  100  OHiC<-',  Ttiroughout  llie  nation. 
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Performance  in  Reverse? 

The  performance  game,  carried  to  extremes,  is  beginning  to  come  apart. 
The  results  could  be  a  black  eye  for  the  whole  investment  business. 


Just  seven  years  ago  the  Securities 
&  Exchange  Commission  sponsored  a 
report  that  has  proved  to  be  one  of 
the  great  ironies  of  investment  his- 
tory. It  was  known  as  the  Wharton 
Study,  and  its  major  criticism  of  the 
fund  industry  was  that  the  typical 
mutual  fund  performed  no  better  than 
the  Dow-Jones  industrial  average  or 
even  random  investment  choices.  Fund 
managers  were  drawing  fat  salaries, 
the  report  said,  but  they  were  not 
really  working  at  management. 

The  industry  screamed.  Mutual 
funds  weren't  supposed  to  outper- 
form anything,  fund  managers  said. 
Sure,  the  DJI  did  better,  but  it  con- 
sisted of  only  30  stocks.  The  purpose 
of  a  mutual  fund  was  to  provide 
much  more  diversification,  a  veritable 
cross-section  of  the  American  econ- 
omy. A  mutual  fund  also  offered  in- 
stant liquidity'  for  shareholders  who 
wanted  to  redeem  their  shares,  and 
most  funds  felt  that  preservation  of 
capital  was  their  all-important  func- 
tion. To  achieve  all  these,  a  fund 
manager  had  to  be  careful. 

And  another  thing  about  the 
Wharton  Report,  the  managers  com- 
plained, it  criticized  the  average  8.5% 
sales  charge.  Admittedly,  that  was 
high  compared  with  the  1%  charged 
by  brokers  who  bought  and  sold  New 
York  Stock  Exchange  stocks.  But  the 
Exchange  brokers  worked  over  the 
telephone,  and  they  could  move  their 
customers  in  and  out  of  stocks  with 
the  hope  of  quick  speculative  gains. 
Those  1%  commissions  could  add  up 
pretty  fast. 

For  ihe  Little  Guy 

Mutual  funds  were  different.  They 
were  long-run  investments  for  the 
little  guy  who  seldom  invested.  Most 
were  sold  by  non-member  broker- 
dealers  who  had  to  visit  the  custom- 
er's home  and  patiently  explain  how 
funds  could  help  fight  inflation.  There 
were  no  speculative  appeals;  most 
salesmen,  in  fact,  were  taught  to  sell 
not  the  fund,  but  a  future  dream  of 
retirement,  a  college  education,  or  a 
trip  around  the  world.  Merchandising 
like  that  required  a  high  commission. 

The  authors  of  the  Wharton  Re- 
port could  never  have  conceived  what 
has  happened  in  the  past  seven  vears, 
particularly  in  the  last  two.  Far  from 
complaining  about  poor  fund  man- 
agement results,  the  SEC  is  now 
worrying  about  the  fund  managers 
trying  too  hard.  "There  is  an  in 
creasingl)'  speculative  climate  that  has 


In  the  hot-stock  end"  of  the  performance  game,  it's  hard  to  win  two  straight.  Thus 
1968's  Big  Winner  list  was  very  different  from  1967's,  and  many  of  1967's  Big 
Winners  performed  dismally  in  1968.  Below  are-  listed  1968's  Big  Winners.  So 
far  they  have  held  up  reasonably  well  in  1969,  but  the  question  is:  Will  many  of 
them  meet  the  fate  of  the  earlier  Big  Winner  list? 


1968 

1968  Assets 

• 

Change 

Rank* 

(millions) 

Fund 

1968  Gain 

1967  Rank 

since  1/1/69 

1 

$93.0 

Neuwlrth  Fund 

90.1% 

N 

-  6.50/0 

2 

15.8 

Mates  Investment 

72.7 

N 

—16.4 

3 

51.4 

Gibraltar  Growth 

72.7 

N 

—11.1 

4 

16.5 

Insurance  Investors 

70.7 

t 

+  0.8 

5 

14.4 

Pennsylvania  Mutual 

68.0 

37 

—13.3 

6 

953.3 

Enterprise 

43.6 

1 

—  9.3 

7 

61.3 

Ivy 

43.3 

7 

—  7.8 

8 

114.4 

Century  Shares  Trust 

41.6 

t 

—  2.9 

9 

163.2 

Putnam  Equities 

38.6 

N 

—17.5 

10 

66.2 

Financial  Industrial 

38.5 

t 

—  8.1 

11 

13.7 

Consumers  Investment 

38.1 

35 

—8.9 

12 

82.2 

Provident  Fund  for  Income 

36.7 

t 

—  7.0 

13 

42.0 

One  Hundred  Fund 

35.1 

28 

—  8.7 

14 

12.0 

Florida  Growth 

34.7 

50 

—11.4 

15 

15.0 

Country  Capital 

33.2 

t 

—  9.4 

16 

70.4 

Financial  Dynamics 

33.1 

N 

—  8.8 

17 

12.0 

Ufe  &  Growth  Stock 

31.1 

t 

—  5.7 

18 

27.8 

Sigma  Capital  Shares 

30.6 

N 

-  9.6 

19 

43.4 

Everest  Income 

30.6 

16 

—  8.7 

20 

81.4 

Capital  Life  Ins.  &  Grovrth 

30.4 

t 

—  6.3 

21 

101.3 

Life  Insurance  Investors 

29.8 

t 

—  2.2 

22 

20.6 

Crown  Western-Diversified 

29.8 

t 

—  4.1 

23 

92.3 

Convertible  Securities 

29.6 

41 

—  6.7 

24 

164.0 

Pioneer  Fund 

28.8 

t 

—  4.0 

25 

162.4 

Mutual  Investing  MIF 

28.6 

t 

-  6.4 

26 

13.7 

Stein  Roe  &  Farnham  Int'l 

28.5 

t 

—  2.1 

27 

44.8 

Pilot  Fund 

28.0 

N 

—10.5 

28 

127.4 

Shareholders  Trust  of  Boston 

27.5 

t 

—  6.1 

29 

64.9 

Channing  Income 

27.3 

t 

—  4.5 

30 

119.5 

NafI  Securities-Dividend 

27.2 

t 

—  7.1 

31 

415.7 

Nat'l  Securities-Stock 

26.9 

t 

—  7.8 

32 

19.1 

Mathers  Fund 

26.9 

8 

-  2.2 

33 

49.5 

De  Vegh  Mutual 

26.3 

t 

—  4.4 

34 

14.8 

Security  Investment 

26.2 

t 

—  8.5 

35 

42.5 

Equity  Growth  Fund  of  America 

26.0 

30 

—  8.7 

36 

51.0 

Boston  Common  Stock 

25.9 

t 

—  2.8 

37 

61.9 

Decatur 

25.7 

t 

—  4.5 

38 

22.4 

Eberstadt 

25.6 

t 

-  6.3 

39 

86.1 

Moody's  Capital 

24.6 

t 

—  7.6 

40 

11.3 

Steadman-American  Industry 

24.5 

42 

—10.2 

41 

143.7 

Supervised  Investors  Growth 

24.4 

32 

—  6.3 

42 

168.9 

Penn  Square  Mutual 

24.1 

t 

—  5.5 

43 

139.1 

Istel 

24.1 

36 

—  7.0 

44 

109.5 

Commonwealth  Income 

23.8 

t 

—  3.7 

45 

27.4 

Bondstock 

23.7 

t 

—  8.8 

46 

282.1 

Washington  Mutual  Investors 

23.6 

t 

—  5.6 

47 

154.8 

Keystone  S-2 

23.5 

t 

—  7.0 

48 

15.8 

Knickerbocker  Fund 

23.4 

t 

—  5.4 

49 

163.0 

Rowe  Price-New  Horizons 

23.3 

10 

—  9.9 

50 

338.3 

Value  Line  Special  Situations 

23.2 

3 

—11.2 

Dow  Jones  Ind.  Average 

4.3 

—  4.3 

•Funds  in  existence  full  year  with  assets  of  $10  million  or  more  as  of  9/30/68.        N — New  funds   not   in 
existence  full  year  1967.        tNot  in  Top  50  in   1967.        Sources:   Arthur  Lipper  and   FORBES. 
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CEL4NESE"    -50\ 


CONTRACTOR        MANY  NEW  HOUSES  COME  EQUIPPED  WITH  WALL-TO  WALL  CARPETING 


Celanese  is  in   housing 


with  paints,  pipe,  plywood  and  people 


You  may  never  have  thought  of  Celanese 
in  terms  of  housing.  But  the  fact  is  we 
provide  many  of  the  things,  inside  and 
out.  that  make  a  house  a  home. 

Like  colorful  and  longer-lasting  pro- 
tective paints  that  keep  homes  bright 
and  new-looking.  Miles  and  miles  of 
low-cost,  easy-installation  plastic  pipe 
and  fittings.  Chemicals  for  the  resins 


that  make  plywood  stronger  and  bet- 
ter. And  our  nylon  and  polyester  fibers 
make  rugs  and  drapes  and  upholstery 
handsomely  easy-care. 

We  think  people  deserve  to  live  in 
good  homes.  We're  doing  what  we  can 
to  see  that  they  do.  Including  a  venture 
called  Construction  for  Progress,  a  pilot 
effort  to  demonstrate  how  industry  can 


help  rehabilitate  the  ghettos.  First  proj- 
ect is  the  construction  of  a  six-story, 
low-rent  apartment  in  New  York's  East 
Harlem. 

Finding  needs  and 
filling  them  keeps 
over  50,000  Celanese 
employees  busy  in  102 
plants  in  28  countries.        CELANESE 


e. 


® 


Return  a  Hertz 
car  in  25  seconds 


or 


less. 


Just  write  the  mileage  in  the  -<pace  provided  on  your  rental  envelope. 


'*ip. 


•<«> 


^22227 


We  know  what  it's  like  to  stand  in  line, 

We  may  not  stand  in  line  at  Hertz 
counters,  like  you.  But  we've  served 
our  time  in  lines  at  airline  counters 
and  hotel  counters,  etc. 

And  it  is  this  knowledge  that  has 
led  us  to  the  invention  of  the  Express 
Check-in. 

If  you're  charging  one  of  our 
Fords  or  other  new  cars,  all  you  do  to 
return  it  is  write  the  mileage  in  the 
space  provided  on  the  rental  enve- 
lope-we'll  check  it  for  you  later.  Put 
the  keys  inside.  Throw  it  on  the  coun- 
ter or  give  it  to  an  attendant  and  run. 

The  whole  process  takes  about 
25  seconds  or  less.  Wliich  is  ^ 

very  important  if  your     „  ^ 
plane  happens  to  be  taking    '^^"^^ 
off  in  25  seconds  or  less. 


The  biggest  should  do  more. 
It's  only  right. 


O^CKi/  ^rtriM,  INC..  IMC 


been  building  up  in  the  last  year," 
outgoing  SEC  Chairman  Manuel  F. 
Cohen  told  Forbes  last  month,  "and 
to  an  increasing  extent  it  has  been 
finding  its  \va\  into  mutual  funds." 
Hamer  H.  Budge,  Cohen's  recent  suc- 
cessor, complained  to  Congress  last 
month  about  a  "cult  of  performance" 
among  institutional  money  managers. 
"This  cult  focuses  attention  on  gains 
in  market  value  o\er  the  previous 
year,"  he  testified.  "Since  emphasis 
on  such  gains  is  an  effecti\e  sales  tool, 
more  and  more  institutions  and  par- 
ticularly certain  mutual  funds  have 
become  short-term  traders." 

These  few  words  describe  accurate- 
ly what  has  happened  to  the  fund 
business  in  the  last  few  \ears,  and 
they  present  a  whole  stream  of  impli- 
c-ations.  If  short-range  performancf 
becomes  the  by-word  in  mutual  funds, 
then  long-rim  goals  go  out  the  win- 
dow. Preservation  of  capital  becomes 
secondar>'  to  showing  the  best  per- 
formance this  year.  The  best  place  to 
look  for  performance  is  in  small,  thin- 
ly capitalized  companies,  not  in  those 
that  represent  a  broad  section  of  the 
.American  econom\. 

New  Emphasii 

.\loreo\er,  eiiipiiasis  on  making 
money  fast  means  that  commission 
house  brokers  can  push  the  funds  as 
speculations.  In  tact,  more  than  half 
of  all  fund  sales  are  now  made  by 
commission  house  brokers.  True,  they 
could  not  possibly  talk  customers 
into  switching  from  fund  to  fund 
even.'  month.  But  with  an  H.o%  sales 
load,  they  don't  have  to.  Getting  a 
customer  to  switch  funds  once  ever\ 
si.\  months  is  the  equi\alcnt  in  com- 
missions of  persuading  him  to  turn 
over  his  common  stock  portfolio  main- 
times  a  year. 

In  addition,  heavy  fund  trading 
results  in  heavy  reciprocal  brokerage 
business.  For  those  houses  that  sell 
a  fund's  shares,  there  is  a  generous 
amount  of  brokerage  business  from 
the  fund's  portfolio.  This  filters  down 
to  the  salesmen  in  such  amounts  that 
bonuses  from  reciprocals  can  even 
exceed  the  commission  from  selling 
fund  shares.  This,  in  turn,  tempts 
portfolio  managers  to  turn  their  port- 
folios over  faster,  to  generate  more 
commissions,  to  pay  more  reciprocals, 
to  spur  salesman  to  sell  shares  in  the 
fund,  so  that  the  fund  will  grow  in 
total  assets  and  provide  a  larger  man- 
agement fee.  "Average  turnover  of 
mutual  funds  portfohos,"  Budge  told 
Congress,  "has  grown  from  19?  three 
years  ago  to  43?  today." 

All  these  developments  are  the  logi- 
cal results  of  "performance."  They 
are  also  essentially  perversions  of  the 


original  mutual  fund  concepts,  that 
is,  preser\ation  of  capital,  long-term 
investment,  lifjuidity,  and  low-ke\ , 
high-commission  merchandising.  But 
the  fund  industr\  has  not  \'et  turned 
180  degrees.  In  March  1969,  it  is 
perhaps  halfwa>  between  the  con- 
servative sleeping  giant  of  1962  and 
the  risky  Frankenstein's  monster  out- 
lined b>  projecting  current  trends. 

So  who  is  right— the  SEC  of  1962, 
urging  the  funds  on  to  greater  per- 
fonnance,  or  the  SEC  of  1969,  tr\- 
ing  to  calm  them  down? 

Actually,  both  are  right.  In  the 
years  after  1962,  a  new  generation  of 
money  managers  showed  that  mutual 
funds  could  indeed  earn  their  salt  by 
outperfonning  the  unmanaged  port- 
folio that  is  the  DJI.  Such  funds  as 
Fidelity  Trend,  Oppenheimer,  Key- 
stone S-4  and  T.  Rowe  Price  aban- 
doned the  idea  of  mereK  keeping  up 
with  the  economy.  They  felt  that 
owning  .500  stocks  was  a  drag  on  re- 
sults, not  a  safet\'  measure.  They 
began  to  buy  fewer  and  more  growth- 
oriented  stocks,  such  as  Xerox,  Fair- 
child  Camera,  Polaroid.  They  ana- 
lyzed industries  that  were  about  to 
tuni  around  or  to  take  off,  such  as 
the  airlines  and  color  T\^  With  intel- 
ligence, intuition,  and  hard  work, 
they  managed  to  boost  the  standards 
of  nionev  management,  and  to  give 
the  small  in\estor  the  benefit  of  some 
of  the  best  talent  on  Wall  Street. 

This  in  turn  brought  additional 
young  talent  into  the  business.  The 
epitome  of  the  new  fund  manager 
was  Orald  Tsai  Jr.,  a  young  security 
analyst  with  the  Fidelity  Croup.  After 
being  promoted  to  manager  of  Fi- 
delity Capital  Fund,  he  produced  one 
of  the  best  records  in  the  industry. 
His  net  asset  value  per  share  was 
growing  at  a  much  higher  rate  than 
the  industry  average.  In  the  spring 
of  1966,  he  finally  decided  to  start  a 
$25-million  fund  of  his  own,  called 
the  Manhattan  Fund.  When  Bache  & 
Co.  offered  it  on  its  vast  retail  net- 
work, it  sold  $247  million,  yielding 
millions  in  commissions  for  C«erry  Tsai 
plus  more  than  a  million  dollars  a 
year  in  management  fees. 

The  Parade  Starts 

That  started  a  parade  of  would-be 
fund  managers  who  wanted  to  get 
rich  quick.  The  formula  worked  this 
way:  Start  a  baby  fund  and  get  it 
through  the  SEC.  If  you  can  get  per- 
formance, the  fund  dealers,  now 
pushing  performance  rather  than 
long-term  goals,  will  sell  your  fund 
rather  than  200  older,  poorer-per- 
forming ones.  As  the  new  money 
comes  in,  pour  it  into  thinly  capital- 
(Continued  on  page  89) 
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Here's  the  eleventh  edition  of 
Cost  Data  on  Industrial  Build- 
ings in  Georgia,  a  study  of 
industrial  construction  that  has 
found  much  favor  among  execu- 
tives concerned  with  plant  loca- 
tion. This  new  issue  contains 
photographs,  specifications  and 
costs  on  33  of  the  newer  plants 
in  Georgia.  It  also  gives  informa- 
tion on  the  attractive  financing 
available  in  the  state.  You'll 
find  it  an  interesting  and  useful 
reference. 

WRITE  FOR  YOUR  FREE  COPY 


EXAMPLE:  This  132,700-square-foot  plant 
cost  only  $5.88  per  sq.  ft.,  including 
sprinkler  system,  heating  throughout  and 
air  conditioning  in  30,000  sq.  ft.,  plus 
extensive  plumbing  and  wiring  for  plastics 
production. 


JOE  B.  BROWDER,  Vice  President 

Georgia  Power 
Company 


PUnt  Location 


Nationwide  Network 


INDUSTRIAL 
DEVELOPMENT  DIVISION 

BOX  4545   " 
ATLANTA,  GA.  30302 
PHONE:  404  521-3400 
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one 
deux 
tres 
vier 

Four  tips  on  how  to  be- 
come an  unforgettable 
American  memory. 

1.  stop,  look  and  listen.  That's  the  easiest 
way  to  encounter  a  foreign  visitor.  (And,  if 
you  don't  encounter  one,  what  will  he,  she-or 
perhaps  they-have  to  remember  you  by?) 

2.  Prepare  to  jump  a  hurdle.  What  sort  of 
hurdle?  Well,  let's  say  you've  just  stopped, 
looked  and  listened  in  a  bustling  bus  ter- 
minal. Your  alert  eye  catches  the  tenta- 
tive movement  of  someone  who  takes  a 
quick  step  forward.  An  even  quicker  step 
back.  Then  stands  stock  still,  looking  lost. 
You've  spotted  one!  Your  foreign  visitor. 
And  he  (or  perhaps  she)  is  lost,  but  too 
shy  to  ask  directions.  And  you're  just 
about  to  offer  help.  But,  suddenly,  you 
can't?  You're  too  shy  too?  Then  that's  your 
hurdle.  Jump  it.  Or  simply  step  across. 

3.  That's  not  your  hurdle,  but  you've  just 
run  into  another?  Your  English-speaking 
visitor  doesn't  understand  your  answer  to 
his  question,  even  though  it  was  direct 
and  exact?  It's  probably  his  ears.  Perhaps 
they're  long  attuned  to  British  English,  or 
Australian  English,  or  Irish  English,  and 
they  find  your  rapid-fire  American  English 
difficult  to  catch.  So  repeat  your  answer, 
slowly. 

4.  You  have  no  trouble  communicating, 
you  just  don't  know  the  place  he  seeks? 
Take  a  moment  to  glance  around.  And 
another  to  dig  into  your  memory.  Chances 
are  you  do  know  a  Tourist  Information 
Center,  or  Travelers  Aid,  or  Chamber  of 
Commerce  Office  and  you  could  take  him 
there. 

One  foreign  visitor's  most 
unforgettable  American 
memory  might  easily  be  you. 
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advertising  contributed  lor  the  public  good 


The  Pursuit  of  Opportunity 

A  dozen  years  and  a  fistful  of  acquisitions  after 
it  scrapped  its  magazines,  Crowe  I  I  Collier  &  Mac  mil  Ian 
is  as  full  of  promise  as  ever.  But  as  for  performance . . . 


Let  no  one  deny  that  America  is  a 
land  of  unbounded  business  oppor- 
tunity. One  need  only  consider  the 
inspiring  saga  of  Crowell  Collier  & 
Macmillan  since  its  rendezvous  with 
disaster  about  13  years  ago. 

It  was  in  1956  that  Crowell-ColHer 
Publishing  Co.,  as  it  was  then  named, 
knocked  its  three  major  magazines — 
Collier's,  American  Magazine  and 
Woman's  Home  Companion — in  the 
head  to  staunch  their  losses,  then  set- 
tled back  to  rim  its  few  remaining 
businesses,  which  consisted  mainly  of 
publishing  encyclopedias  and  ped- 
dling them  door  to  door. 

But  a  man  of  vision,  Raymond  C. 
Hagel,  joined  the  company  in  1959  to 
run  its  reference  book  subsidiary.  He 
saw  in  a  flash  that  the  company's 
product  line  was  too  limited,  so  he 
suggested  the  acquisition  of  the  ven- 


erable Macmillan  Co.,  a  prestigious 
publisher  of  text  and  trade  (general) 
books..  In  1960,  after  the  acquisition 
of  Macmillan,  Hagel  moved  up  to  the 
presidency,  and  the  new  company  was 
soon  on  its  way. 

If  there  was  one  thing  that  Hagel 
enjoyed  doing,  it  was  buying  compa- 
nies, and  he  did  it.  After  Macmillan 
he  bought  the  Free  Press  of  Glencoe, 
largely  a  publisher  of  graduate  and 
college-level  text  and  reference  books. 
He  bought  La  Salle  Extension  Univer- 
sity, the  Brentano's  bookstore  chain 
and  Teachers  Publiihing  Corp.  (pro- 
fessional magazines).  And  his  pace 
has  not  slowed  with  the  years.  In  1967 
he  acquired  no  fewer  than  18  com- 
panies, in  1968  no  fewer  than  25, 
including  Publication  Corp.,  a  roto- 
gravure printer  that  turns  out  This 
Week  magazine.  And  1969  had  hardly 
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Culture  For  Sale.  "We're  in  the 
merchandising  business," says  Chair- 
man Hagel  (left)  of  CCM,  "and  cul- 
ture is  a  logical  extension  of  our 
education  and  communication  en- 
deavors." Brentano's  (above)  and 
its  branches,  already  much  more 
than  bookstores,  are  also  selling 
prints,  sculpture  and  such  culturally 
"in"  items  as  sea  shells  and  llama 
rugs.  Acquisition  of  Gump's,  San 
Francisco,  will  give  CCM  another 
chance  to  study  the  culture-peddling 
game  on  a  higher  level  than  its 
mass-merchandised    encyclopedias. 
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begun  before  lie  started  reaching  for 
C.G.  Conn  (niusital  instrnments)  and 
set  np  tlie  acquisition  ot  (iump's, 
famed  San  Francisco  store  tliat  mer- 
chandises cuhure  in  the  form  of  an- 
tique furniture,  crystal,  china,  paint- 
ings and  the  like. 

Some  Get  Away 

This  is  not  to  suggest  that  Hagel 
made  no  mistakes;  all  human  beings 
do.  He  failed  in  his  attempt  to  buy 
c-ontrol  of  £s(/m>r  magazine,  of  Fa- 
mous Artists  Schools  and  of  publisher 
Cro.sset  &  Dunlap,  though  he  now 
likes  to  suggest  that  these  stocks  were 
bought  solely  as  an  investnient  (they 
\iekled  aroinid  S26  million  nonrecur- 
ring profit).  But  J.  Patrick  Lannan,  a 
member  of  CC'M's  e.xecutive  conunit- 
lee  recalls  other\vi.se.  "Those  compa- 
nies," Lannan  says,  "did  everything 
they  could  to  keep  from  being  ac- 
•  luired.  When  they  got  the  stock  price 
up  out  of  our  reach,  we  were  no 
longer    interested." 

However,  every  man  deserves  to  be 
judged  on  his  over-all  recoril,  and 
Kaynionii  Hagel,  now  CCM's  chair- 
nuin,  president  and  chief  executive, 
has  admittedly  changed  the  character 
of  the  company.  From  being  a  little 
encyclopedia  peddler,  he  has  taken  it 
into  some  of  today's  most  fashionable 
fields,  such  as  imiversity  and  adult 
education  and  audio-visual  classroom 
equipment,  films  and  nnisic  publish- 
ing. This  has  helped  to  lift  CCM's 
stock  from  around  20,  when  Hagel 
came  in,  to  a  recent  figure  of  -33.  Last 
year  CCM  enjoyed  sales  of  an  impres- 
sive $266  million  vs.  a  mere  $29  mil- 
lion a  decade  earlier. 

Hagel  frankly  admits  that  not  all  ot 
his  acquisitions  have  been  perfect. 
"We  got  a  lot  of  cats  and  dogs,"  he 
says,  "but  more  important,  we're  in 
those  markets. "  He  also  had  to  pay 
enough  for  them  to  build  up  a  $21- 
million  goodwill  item  on  CCM's  bal- 
ance sheet.  Hut  that  was  more  than 
offset  by  the  capital  gains  he  made  in 
selling  all  three  of  the  company's 
Vadio  stations,  as  well  as  in  stock  in 
the  companies  he  failed  to  acquire. 

To  be  sure,  some  skeptics  will  ask, 
what  was  the  payolf  in  lifting  sales  to 
more  than  nine  times  the  level  of  a 
decade  earlier?  Well,  profits  more  than 
tripled,  from  $4.3  million  in  1958  to 
$14.8  million  in  1968.  Of  course,  there 
was  some  dilution  involved  in  all  those 
acH|uisitions,  so  that  per-share  earnings 
did  not  quite  double,  rising  only  from 
69  cents  to  $1.32;  and  conversion  of 
the  outstanding  convertible  securities 
would  trim  the  latter  figure  to  about 
$1.14.  But  that  kind  of  question  mere- 
ly serves  to  prove  that  there's  a  sour- 
puss  in  every  crowd,  doesn't  it?  ■ 


WE  ASSIST  IN  HELPING  FUNDS  GROW. 

TESSEL.  PATURICK  &  OSTRAU.  INC,  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY.  NEW  YORK.  N.Y. 
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Faces  Behind  the  Figures 


Jumping  in  the  Right  Lake 

Less  than  two  years  after  he  re- 
tired as  chairman  of  American  Tele- 
phone &  Telegraph  Co.,  Frederick 
R.  Kappel,  67,  is  back  in  harness 
again — this  time  as  chairman  of 
New  York's  huge  but  sluggish  In- 
ternational Paper  Co.  Not  that 
time  has  exactly  rested  heavy  on 
his  hands  since  he  left  AT&T.  Be- 
sides serving  as  a  director  of  AT&T, 
Jersey  Standard,  General  Foods, 
Chase  Manhattan,  Metropolitan 
Life,  Whirlpool  and  IP,  'flappel 
had  been  working  in  Washington 
on  "this  salary  thing"  (salary 
studies  for  government  employ- 
ees), "this  post  office  thing,"  and 
much  else  besides. 

"No,  I  wasn't  looking  for  work," 
he  insists.  "I'm  a  reluctant  ducklin' 
at  this."  Kappel  moved  in  as  chair- 
man in  an  effort  to  revitalize  IP's 
veteran  board  of  directors.  "Until 
recently,  the  board  hasn't  been  in- 
volved in  the  business  very  much," 
Kappel  explains.  "When  you  have 
a  board  that's  been  together  for  a 
long  time,  they  know  so  damned 
much  about  everything  that  they 
get  used  to  living  with  it." 

Soon  after  Edward  B.  Hinman 
took  over  as  IP's  president  and 
chief  executive  three  years  ago,  he 
asked  Kappel  to  set  up  what 
amounted  to  an  executive  commit- 


Frederick  R.  Kappel 


tee — "to  allow  some  of  the  board 
to  spend  more  time  on  company 
matters.  Ed  Hinman  had  lots  of 
problems,"  Kappel  goes  on,  "and 
he  wanted  a  listening  post."  A  year 
later,  the  committee  concluded  that 


a  full-time  board  chairman  was 
needed. 

The  reasons  are  obvious.  For 
years,  IP  has  lagged  behind  the 
other  giants  in  the  paper  industry 
in  bath  profitability  and  growth 
(Forbes,  Jan.  1),  and  its  No.  One 
challenge  has  been  to  make  more 
productive  use  of  its  $1.7  billion 
in  assets.  "Oh,  I  don't  think  there's 
any  question  about  that,"  Kappel 
concedes.  "Plus  the  fact  that 
they're  right  in  the  middle  of  an 
awfully  big  program  of  computer- 
izing and  of  modernizing  both  mar- 
keting and  production.  They're  like 
standing  on  the  end  of  a  spring- 
board now,  and  they  want  to  be 
sure  they  jump  in  the  right  lake." 

They  had  better.  IP's  stock  still 
sells  uncomfortably  close  to  book 
value,  and  it  has  assets  that  would 
be  more  than  ample  to  pay  off  the 
expense  of  a  takeover.  Kappel  ad- 
mits that  a  few  conglomerates  have 
been  snifiBng  about  the  company, 
though  he  also  insists  no  serious 
attempts  have  been  made.  With  his 
formidable  government,  corporate 
and  financial  connections,  to  say 
nothing  of  his  immense  personal 
prestige.  Chairman  Kappel  clearly 
strengthens  IP's  defenses.  "They've 
got  a  great  program  going  on," 
Kappel  says,  "and  if  they  do  it 
well,  I'd  quit  worrying  about  all 
this  takeover  business."  ■ 


Enter  the  Quiet  Man 

The  appointment  of  Hamer  H. 
Budge,  58,  as  chairman  of  the  Se- 
curities &  Exchange  Commission 
last  month  set  off  a  gaggle  of  spec- 
ulation about  how  tough,  or  how 
lenient.  Budge  might  be  in  regulat- 
ing the  securities  industry.  A  former 
Congressman  and  judge  from  Po- 
catello,  Idaho,  Budge  simply  points 
out  that  Congress  has  the  last  word. 

Such  emphasis  was  hardly 
characteristic  of  Budge's  predeces- 
sor, Manuel  F.  Cohen,  who  in- 
novated regulation  in  spite  of  a 
disinterested  Congress.  But  Con- 
gress' failure  last  year  to  pass  the 
Cohen-supported  mutual  fund  bill 
indicates  just  how  far  regulation 
can  go  without  legislative  support. 

Having  been  a  member  of  Con- 
gress for  ten  years,  the  new  SEC 
chief  knows  its  workings.  Budge 
can  say,  "I  don't  want  to  make 
radical  changes  in  the  securities 
industry,"  while  understanding  that 


Hamer  Budge 


the  industry  is  changing  radically 
regardless  of  anything  the  SEC  can 
do  about  it.  So,  in  his  testimony 
before  a  Congressional  committee 


the  day  after  he  took  over  as 
chairman.  Budge  outlined  for  the 
fascinated  Congressmen  the  bur- 
geoning power  and  speculative 
nature  of  today's  institutional 
traders.  He  went  further  than  reg- 
ulatory commissioners  normally 
do  in  indicating  that  reported 
earnings  of  conglomerates  might  be 
built  on  a  house  of  cards.  And  the 
legislators  ate  it  up,  asking  ques- 
tion after  question  about  what 
could  be  done  in  order  to  control 
the  abuses  of  debt  and  tax  policy 
in  acquisitions. 

Hamer  Budge's  background  of 
Pocatello,  Idaho  and  Washington, 
D.C.  may  not  give  him  much 
identity  with  what  he  calls  "the 
professional  in-and-out  traders"  who 
increasingly  dominate  the  stock 
market,  but  it  gives  him  a  thorough 
understanding  of  the  U.S.  Con- 
gress, where  the  real  power  re- 
garding those  traders'  practices 
rests.  Hamer  Budge's  low-key  ap- 
peals could  well  arouse  it.  ■ 
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Spyroi  P.  Skourai  and  son  Spyros  S.  Skouras 


To  the  Sea  in  Containerships 

Had  it  not  been  for  the  De- 
pression, Manhattan's  St.  Moritz 
Hotel  and  another  Creek  immi- 
grant named  Stephen  Stephanitlis, 
Spyros  P.  Skouras  and  his  family 
might  never  have  agreed  recently 
to  pay  W.  R.  Crace  &  Co.  $44.5 
milhon  for  its  24-ship  Grace  Line 
(1968  revenues:   $99  million). 

Not  that  money  was  any  prob- 
lem. Skouras,  now  75  and  chair- 
man of  Twentieth  Century-Fox, 
had  made  a  bundle  of  money 
operating  mo\ie  houses  in  the 
Twenties,  so  that  in  1932  he  had 
enough  spare  cash  to  keep  the 
hotel  open  during  the  Depression. 
Skouras  met  another  of  the  St. 
Moritz's  creditors,  Stephen  Steph- 
anidis,  owner  of  the  Prudential 
Line,  and,  through  him,  became 
interested  in  shipping.  In  1948, 
Skouras  even  bought  two  cargo 
ships,  sold  them  in  1951,  and  in 
1953  bought  35%  of  Prudential 
when  Stephanidis  needed  money. 


When  Stephanidis  died  in  1955, 
Skouras  took  control  of  Prudential 
and  he  and  his  son,  Spyros  S. 
Skouras,  now  45,  set  up  Admiralty 
Enterpri.ses,  a  holding  company. 

Like  most  ship  owners,  the  Skou- 
ra.ses  are  high  on  containerships 
these  days,  and  big  Cirace  seemed 
just  what  the  Skourases  needed  to 
become  a  major  iactor  in  the  busi- 
ness. In  this  circumstance,  the 
Skourases  probably  couldn't  care 
less  if,  as  rumor  has  it,  somebody 
should  try  to  take  over  what  used 
to  be  the  family's  private  preserve. 
Twentieth  Centur\-Fox.  ■ 

Patience  Rewarded 

Xow  THAT  Detroit  has  overcome  its 
suspicion  of  radial  tires,  Michelin 
&  Cie.,  the  $l-biIlion-plus  French 
tire  giant,  is  certain  to  lose  its  one 
area  of  dominance  in  the  U.S.  mar- 
ket. But  this  dismays  Michelin's 
U.S.  chief,  Pierre  Fougeron,  41,  not 
at  all.  "Competition  hasn't  hurt  us 
in  Europe,"  he  says,  "and  it  won't 
hurt  us  here." 


For  20  years  Michelin  has  been 
the  acknowledged  leader  in  radial 
tires,  whose  cords  are  placed 
straight  along  the  tire  radii  rather 
than  in  the  conventional  criss-cross. 
Emopean  car  owners  were  quick 
to  recognize  the  advantages  of  ra- 
dial tires — greater  safety  and  nearly 
twice  the  wear  of  ordinary  tire  de- 
sign.s — but  Michelin's  U.S.  sales 
were  limited  pretty  much  to  spe- 
cialized truck  tires  until  a  few 
>  ears  ago.  "European  tire  designs," 
Fougeron  says,  "didn't  go  well 
\\ith  American  suspension  systems, 
and  the  American  auto  producers 
have  this  fetish  that  a  car  has  to 
be  absolutely  silent."  But  in  1966 
Michelin  came  out  with  a  new  ra- 
dial tire  designed  specially  for  the 
I'.S.  market,  worked  out  a  deal  to 
market  it  mainly  through  Sears, 
and  has  been  .sold  out  ever  since. 

As  a  result,  Michelin's  U.S.  .sales 
have  soared  from  an  estimated 
•S15  million  in  1962  to  around 
Slot)  million  last  year,  but  that's 
nothing,  says  Fougeron:  "Today  the 
I'.S.  radial  tire  market  is  close  to 
•S150  million,  and  Michelin  has 
about  50?.  But  within  the  next 
three  or  four  years,  this  will  be- 
come a  $3-billion  market.  Every 
new  and  used  car  on  the  road  will 
be  equipped  with  radial  tires,  and 
Michelin  will  have  10%  to  20%  of 
the  business."  That  would  mean 
U.S.  .sales  for  Michelin  of  $300 
million  to  $600  million — enough 
potential  that  Michelin  is  seriously 
considering  building  a  U.S.  plant.  ■ 


Pierre  Fougeron 
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Faces  Behind  the  Figures 


Double-Barrelled    Experts 

Whehe  will  the  U.S.  find  the  ex- 
pert public  servants  to  cope  with 
its  mounting  urban  ills  of  povert> 
and  ghettos  and  poor  housing  and 
pollution  and  hard-core  unemploy- 
ment? Ford  Motor  Co.  Vice  Chair- 
man Arjay  Miller  is  convinced  lhe\ 
will  come  from  the  nation's  busi- 
ness schools.  And  for  Miller,  that 
conviction  also  represents  a  chall- 
enge: Next  Jul\,  after  23  years  at 
Ford,  he  will  leave  to  become 
dean  of  Stanford  University's  grad- 
uate business  school. 

"Management,"  says  Miller,  "is 
our  most  scarce  resource,  and  it's 
required  not  only  in  business  in 
our  society  but  also  in  government 
and  quasipublic  organizations.  I 
think  the  training  for  the  two  is 
pretty  much  the  same,  and  pretty 
much  what  is  now  being  taught 
in  business  school.  A  little  more 
emphasis  is  required  on  the  en- 
vironmental factors  today.  In  the 
auto  industry,  for  example,  we  have 
to  relate  more  on  issues  like  .smog 
and  safety  and  traffic  congestion, 
and  executives  need  a  little  broader 
reach  and  understanding  than  they 
did  a  few  years  ago. 

"But  this  broadening  would 
produce  graduates  ideally  suited  for 
government  as  well.  Because  to  be 
effective   in   government,    manage- 


ment deals  with  the  same  principles 
of  scarce  resources,  of  dealing  with 
people,  of  establishing  your  ob- 
jectives and  then  measuring  against 
ihem." 

In  fact,  Miller  believes  that  one 
business  management  practice  could 
fill  a  major  lack  in  practically  all 
urban  governments:  "There  isn't 
any  long-range  planning.  At  Ford 
we  have  a  vice  president  in  charge 
of  corporate  planning  who  worries 
about  three,  five,  ten,  20  years 
out.  The  cities  need  that  as  much 
or  more.  We  ought  to  know  what 
we  want  the  city  to  look  like  in  the 
future,  not  only  transportation  and 
land  use  but  also  the  location  of 
schools  and  hospitals  and  factories 
and  air  pollution  and  water  pollu- 
tion— all  this  can  be  planned  on 
a  long-range  basis." 

U.S.  business,  Miller  points  out, 
has  been  so  successful  in  supplying 
private  goods  that  they  are  taken 
for  granted.  The  problem  now,  he 
says,  is  "how  do  we  get  clean  air 
and  water  and  better  health  and 
education  and  housing — what  you 
might  call  public  goods,  where  the 
private  market  mechanism  just  isn't 
structured  to  generate  responses. 
The  Government  has  to  establish 
the  mark  on  the  wall,  such  as  that 
all  cars  have  to  pass  in  safety 
or  pollution  standards.  Then  pri- 
vate industry   can   respond   within 


Arjay  Miller 


that   framework. 

"I  think  that  with  some  slight 
modification  the  business  school 
will  be  able  to  turn  out  people 
equipped  to  deal  with  these  com- 
plex problems  of  planning  between 
public  and  private  institutions.  It's 
also  a  good  neutral  place  to  think 
tlirough  the  kinds  of  institutional 
relationships,  the  kinds  of  partner- 
ships required  to  meet  effectively 
the  new  demands  put  on  our 
society." 

The  public-private  manager's  job 
will  have  some  tricky  new  ele- 
ments: "The  day  is  gone,"  says 
Miller,  "when  A  and  B  can  get 
together  and  decide  what  C  ought 
to  do.  C  lias  to  be  cut  in  on  the 
act  from  the  start.  This  complicates 
a  manager's  life  much  more.  And 
the  people  part  of  his  job  is  not 
only  guiding  and  inspiring  people; 
it's  also  getting  public  support  for 
the  objectives. " 

Miller  sees  no  contradiction  be- 
tween the  business  corporation's 
drive  for  profit  and  its  growing 
social  responsibilities.  "I've  never 
felt  any  difficulty  defending  before 
stockholders  the  public  action  we 
[at  Ford]  ha\e  taken,"  he  says.  "If 
you  look  at  the  corporation  as  a 
creature  of  the  state,  either  we 
have  to  adapt  and  adjust  the  cor- 
poration to  our  social  institutions 
or  it  won't  be  around,  and  our 
stockholders'  equity  will  be  zero. " 

That  may  explain  the  corpora- 
tion's motivation,  but  how  to  ex- 
plain Arjay  Miller's?  Assume  that 
he  was  inclined  to  leave  Ford  after 
ex-GM  man  Semon  E.  Knudsen  was 
brought  in  as  Ford's  president: 
Why  should  he  choose  to  become 
dean  of  a  small  graduate  school? 
For  one  thing,  he  liked  the  aca- 
demic life  when  he  was  doing 
graduate  work  in  economics  before 
World  War  II  at  the  Universit\ 
of  California  at  Berkeley  ("I  call 
it  Cal — it  has  a  better  connotation 
than  Berkeley").  But  more  impor- 
tant was  the  selling  job  done  on 
him  b\'  the  man  he  will  replace. 

"Dean  Ernie  Arbuckle  used  on 
me  an  argument  that  John  W. 
Gardner  [of  the  Urban  Coalition] 
had  used  on  him  ten  years  earlier 
— that  a  man  needs  to  be  repot- 
ted every  ten  years.  If  you  think 
about  that,  it  grows  on  you.  I've 
been  here  at  Ford  23  \ears,  and  it 
seemed  to  me  that  being  repotted 
to  a  new  area  might  be  fun."  ■ 
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A  Favor  May  Equal  a  Fortune 

It  tck)k  quite  a  bit  of  doing;  in 
fact,  it  took  a  triple  play.  Robert 
Arthur  Brown  Jr.,  54,  had  to  buy 
stock  in  .\tlantic  Richfield  Co.  and 
then  in  Sinclair  Oil  Corp.,  too. 
Object:  to  merge  Sinclair  into  At- 
lantic Richfield  and  so  prevent  Sin- 
clair from  being  taken  over  by 
Gulf  &  Western.  Then,  Brown  had 
to  close  one  of  the  biggest  oil  deals 
in  the  histon.  of  western  Canada 
with  Atlantic  Richfield.  Well,  it's  all 
o\er  now;  and  even  if  the  Justice 


Robert    A.    Brown    Jr. 

Department  succeeds  in  blocking 
the  merger,  the  odds  are  that 
Brown's  Home  Oil  Co.  Ltd.  of  Al- 
berta, Canada,  a  S213-million  (as- 
sets) oil  and  gas  e.xploration  com- 
pany, will  come  out  all  right. 

Brown's  deal  with  Atlantic  Rich- 
field, which  also  involves  Humble 
Oil  &  Refining  Co.,  provides  for 
the  joint  exploration  and  develop- 
ment of  450,000  acres  of  land  on 
the  Alaska  North  Slope  (where 
Home  already  has  a  100%  interest 
in  290,000  acres),  some  within  25 
miles  of  the  great  oil  strike  at . 
Prudhoe  Bay.  Most  of  the  land  is 
wholly  owned  by  Atlantic  Rich- 
field;  the  rest  is  owned  half-and- 


half  by  Atlantic  Richfield  and 
Humble. 

Brown  and  R.O.  Anderson,  chair- 
man of  Atlantic  Richfield,  are  old 
acquaintances,  and  Brown  did  An- 
derson a  good  turn  b\'  helping  to 
prevent  the  G&W  takeover.  For 
that,  Anderson  did  Brown  a  good 
turn,  too:  For  S3  million  in  cash 
and  a  maximum  expenditure  of 
S20  million  for  exploration  and 
e\aluation.  Home  Oil  will  get  50% 
of  the  earnings  of  Atlantic  Rich- 
field's  interest  in  the  property. 
Home  Oil  can  withdraw  from  the 
deal  after  laying  out  §8  million  for 
exploration  and  evaluation. 

Geologists  believe  the  half  mil- 
lion acres  owned  by  Atlantic  Rich- 
field and  Humble  are  sopping  with 
oil.  Brown  is  gambling  they  are 
right.  He  can't  lose  more  than  $11 
million.  He  stands  to  make  Home 
Oil  a  fortune,  and  with  an  over 
10'{  indirect  stake  in  the  company, 
he  ought  to  do  pretty  well  for  him- 
self. Just  for  doing  a  friend  a 
favor.  ■ 

The  Philly  Swinger 

John  R.  Bl'nti.nc  Jr.  newly  elected 
president  and  chief  executive  of 
Philadelphia's  First  Pennsylvania 
Banking  &  Trust  Co.  is  determined 
to  make  his  company  one  of  the 
real  swingers  of  banking.  Now  43, 
Bunting  won  his  new  post  by  sell- 
ing First  Pennsylvania  savings 
certificates  like  soap,  which  con- 
tributed to  the  bank's  above-aver- 
age growth  rate  in  recent  years. 
Now  he  is  after  bigger  game. 

"We  have  to  face  it,"  he  says. 
"This  bank  may  be  the  biggest  in 
Philadelphia,  but  we  are  only  sec- 
ond [behind  Philadelphia  National] 
in  wholesale  banking."  To  correct 
that  imbalance.  Bunting  intends  to 
cash  in  on  the  rapid  growth  of  the 
conglomerates  by  bankrolling  their 
acquisitions.  "I  expect  conglomer- 
ates to  be  a  very  important  area  of 
growth  for  us,"  he  says.  "When  you 
lend  money  to  one  for  an  acquisi- 
tion, you  are  doing  business  with 
Big  Daddy,  and  that's  better  than 
doing  business  with  his  children." 

Bunting  not  only  likes  to  work 
with  conglomerators,  he  talks  like 
one.  "In  five  years,"  he  says  earn- 
estly, "I  hope  no  one  will  look  on 
me  as  a  banker."  He  has  already 
taken  one  major  step  toward  that 
goal  by  helping  First  Pennsylvania 


become  a  one-bank  holding  com- 
pany. Last  month  he  took  a  second 
such  step  announcing  plans  to  ac- 
quire Associated  Mortgage  Cos.  of 
Washington,  D.C.,  the  nation's 
third-largest  mortgage  company. 

The  acquisition  will  give  Bunt- 
ing a  foothold  in  22  states  and  pre- 
pare the  way  for  a  much  more 
extensive  real-estate  operation.  "A 
bank  is  restricted  to  collecting  in- 
terest," he  complains.  "But  a  hold- 
ing company  can  get  in  on  the 
action.  It  could  own  50%  of  a 
shopping  center,  for  example."  ■ 
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Dr.  Arthur  Burns 


i 


As  I  See  it 


'The  promoters 
are  once  again 
in  the  saddle" 


When  Dr.  Arthur  Frank  Burns  talks.  President  Nixon  listens.  To  get  an 
idea  of  what  the  President  is  hearing  these  days,  FORBES  talked  with 
Dr.  Burns  late  last  month.  Officially,  he  is  "counselor  to  the  President," 
a  new  position  of  power  President  Nixon  created  to  "head  up  a  small 
group  whose  prime  responsibilities  will  be  the  coordination  of  the  develop- 
ment of  my  domestic  policies  and  programs."  Burns  worked  his  way 
through  Columbia  University  and  became  an  economics  professor  there. 
Nixon  first  became  friendly  with  Burns  when  the  economist  was  appointed 
chairman  of  President  Eisenhower's  Council  of  Economic  Advisers  in  1953. 
Burns  may  be  in  line  for  the  chairmanship  of  the  Federal  Reserve  Board 
(FORBES,  Feb.  15). 


Everybody's  yelling  about  the  con- 
glomerates these  days.  What  do  you 
think.  Dr.  Burns?  Should  the  Govern- 
ment step  in? 

Burns:  I  don't  know  that  it  has  to  be 
stopped  outright.  But  I  do  know  that 
the  piomoters  are  once  again  in  the 
saddle.  Companies  are  being  put  to- 
gether not  for  efficiency  but  for  pro- 
moters' profits.  We  in  government  are 
most  concerned  about  this.  It  has 
dangerous  overtones.  I  think  the 
frantic  activity  on  the  stock  exchanges 
is  attiibutable,  in  part,  to  these  un- 
holy mergers,  these  eccentric  mergers. 

Do  you  think  a  tougher  antitrust 
policy  aimed  specifically  at  breaking 
up  or  limiting  the  conglomerates 
would  be  the  answer?  Would  this 
hinder  legitimate  mergers? 

Burns:  Having  a  vigorous  antitrust 
policy  doesn't  mean  you  are  opposed 
to  business.  A  strong  antitrust  ap- 
proach may  be  one  way  of  strengthen- 
ing our  free-en teiprise  way  of  gov- 
ernment. Don't  misunderstand  me,  we 
don't  want  to  take  punitive  or  arbi- 
trary measures  either. 

What  about  the  economy?  There 
have  been  recent  reports  that  some 
Administration  officials  feel  the  10% 
stirtax  and  tight  money  will  be  icHh 
us  for  the  rest  of  the  year.  Is  this  true? 


Burns:  No.  I  reject  this  interpretation. 
It's  an  overinterpretation  [by  some  of 
the  press]  of  what  we  think.  The  sur- 
tax is  not  sacrosanct. 

W/iaf  about  tight  money?  How 
long  will  these  7%  and  8%  interest 
rates  be  with  us? 

Burns:  If  inflation  continues  to  be 
our  way  of  hfe,  we'll  just  have  tc  get 
used  to  these  high  interest  rates  and 
even  higher  ones.  But  this  Adminis- 
tration is  determined  to  bring  inflation 
under  control.  I'm  quite  hopeful  that 
interest  rates  will  not  stay  at  the 
present  level  very  long. 

How  can  you  apply  the  economic 
brakes  without  creating  unemploy- 
ment and  potential  political  trap  for 
President  Nixon? 

Burns:  I  think  people  try  to  over- 
mechanize  this.  They  make  this  equa- 
tion that  gives  a  choice  between 
inflation  or  unemployment.  This  just 
isn't  so  any  more.  You  must  realize  that 
our  economy  has  changed.  It  has  be- 
come a  service  economy.  Employment 
in  the  service  field  has  become  stable. 
By  slowing  down  the  economy,  you 
are  not  likely  to  find  unemployment 
showing  up  in  all  the  services.  Even 
in  the  more  sensitive  manufacturing 
industries  there's  such  a  shortage  of 
labor  that  businesses  will  be  inclined 
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to  hoard  labor.  Unless,  of  course,  the 
drop  in  sales  continued  for  some  time. 
Then  >ou  would  see  unemplovinent 
increase. 

//  you  offer  tax  incentives  for  job 
training  and  investment  in  poverty 
areas,  aren't  you  going  to  run  into 
criticism  just  when  proposed  tax  re- 
forms are  aimed  at  eliminating  tax 
benefits  for  special  interests? 

Burns:  Not  necessarily.  You've  got  to 
be  careful.  You  don't  want  to  use  the 
job  problem  as  a  device  for  cutting 
taxes,  giving  a  windfall  to  business. 
We  want  the  tax  credits  to  do  the  job. 
To  do  a  fiscalK  sound  job  you  have 
to  increase  the  number  of  people  re- 
ceiving training.  The  credits  would 
have  to  be  applied  only  to  the  new 
people  you  brought  in  for  training. 

Everybody  is  for  tax  reform  in  prin- 
ciple but  when  it  comes  down  to  de- 
ciding whose  tax  ax  is  to  get  gored, 
very  little  of  significance  gets  through 
Congress.  What's  the  outlook  this  year? 

Burns:  The  best  time  for  meaningful 
tax  refomi  is  when  you  can  reduce 
taxes:  You  need  tax  reductions  to 
trade  with.  1  hope  we'll  soon  be  at 
that  stage,  but  we're  not  there  now. 
There's  plently  that  needs  to  be  done. 
For  e.xample,  the  $600  examption  has 
a  very  ditterent  meaning  touay  c-om- 
pared  with  20  years  ago.  We've  had 
a  lot  of  iiiHation  since  that  was  en- 
acted. 

On  these  tax  matters — the  reforms, 
the  irwentives,  the  surtax — what  about 
Wilbur  Mills  [chaiiirum  of  the  House 
Ways  and  Means  Cnmmiilee]?  He 
got  into  a  wrangle  with  President 
Johnson  on  the  surtax.  Does  he  loom 
as  trouble  for  this  Ailinini>.ia. ion? 

BuR.Ns  (smiling):  I  personally  admire 
-Mr.  .Mills.  Always  have.  He  is  an  in- 
credible weatherman  on  the  mood  of 
Congress. 

Despite  all  the  talk  of  getting 
■  money  for  poverty  programs  out  of 
business  tax  incentives  and  other 
devices,  isn't  the  real  potential  money 
to  be  found  by  squeezing  the  defense 
budget? 

ijurns:  Yes,  it's  the  great  hope.  It  the 
war  in  Vietnam  draws  to  a  close  and 
A  we  can  get  a  dependable  accommo- 
i-lation  with  the  Soviet  Union,  we  most 
certainly  could  cut  back  on  defense 
spsnding.  But  I'd  rather  see  us  spend 
a  little  too  much  on  our  national  se- 
curity than  too  little.  The  key  to  this 
is  to  improve  our  foreign  relations. 
The  President's  working  very  hard  on 
this.  If  he  succeeds,  military  costs  can 
be  brought  under  control.  ■ 


This  announcement  is  under  no  circumstances  to  he  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


February  27,  1969 


932,576  Shares 


Alco  Standard  Corporation 


Common  Stock 

(No  Par  Value) 


Price  ^29.50  per  Share 


Copies  of  the  Proipecius  may  he  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
luch  of  the  undersigned  or  other  dealers  or  brokers  at  may  lawfully  offer  these  securities  in  such  State. 


BIyth  &  Co.,  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

The  First  Boston  Corporation 


Drexel  Harriman  Ripley 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.    Glore  Forgan,  Wm.  R.  Staats  Inc.    Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks- Hemphill,  Noyes 
Lehman  Brothers 


Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 


Salomon  Brothers  &  Hutzler      Smith,  Barney  &  Co.      Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.  Credit  Lyonnais  Corporation  Paribas  Corporation 


Thil  it  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  tecuritirt . 
The  offer  is  made  only  by  the  Prospectus. 


NEW   ISSUE 


February  19, 1969 


800,000  Shares* 

Earth  Resources  Company 

Common  Stock 

(No  Par  V.ilue) 


'Includes  87,500  iharet  reierved  for  ulc  to  offi»»,  director!,  employees  and 
atiociatet  of  Karlh  Rcwurcei  Company  and  penoni  designated  by  them. 


Price  $13.50  per  Share 


Copies  oj  the  Prospectus  may  be  obtained  in  any  Stale  in  which  this 
announcement  is  circulated  from  only  such  of  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder.  Peabody  &  Co. 

I B  corpora  t«d 

Bache  &  Co.        Clark,  Dodge  &  Co.        Domuiick  &  Dominick.        Francis  I.  duPont.  A.  C.  Allyn,  Inc. 

locMporaied  Incorporaiad  locorporatad 

Equitable  Securities,  Morton  &  Co.      Goodbody  &  Co.       Hayden,  Stone      £.  F.  Hutton  &  Company  Inc. 

Incorpor«t«d  locorpora(*d 

\V.  E.  Hutton  &  Co.  Reynolds  &  Co.  L.  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

IncorpoTkicd 

Shields  &  Company  Tucker.  Anthony  &  R.  L.  Day  G.  H.  Walker  &  Co. 

Incor|>oratad  lii<orporat.d 

Amhold  and  S.  Bleichroeder  Bacon,  Whipple  &  Co.  J.  Earth  &  Co.  Blair  &  Co.,  Inc. 


Laird 


McDonald  &  Company 


Robert  Fleming  Hirsch  &  Co., 

Incorporated  tncorpomtad 

Piper,  Jaffray  &  Hopwood  Putnam,  Coffin  &  Burr-Doolittle,  Inc. 


Afflllataof  AdTtatCo. 


McDonnell  &  Co. 

Ineorpormtcd 

Suez  American  Corporation 
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The  Money  Men 


Private  Stock  Exchange? 


Herbert  R.  Behrens  of  INSTINEJ 


"If  this  thing  flops,"  we  asked 
Herbert  R.  Behrens  early  this 
month,  "would  you  go  back  to 
work  in  Wall  Street?"  Standing  up, 
Behrens  walked  across  his  plush 
Madison  Avenue  office,  shrugged, 
and  said:  "Can  you  imagine  any- 
one in  Wall  Street  hiring  me,  now 
that  I've  tried  this?" 

On  reflection,  we  couldn't.  What 
Behrens  is  trying,  as  he  announced 
to  the  world  a  few  days  ago,  is 
nothing  less  than  going  into  com- 
petition with  the  New  York  Stock 
Exchange.  Not  that  he  wants  to 
compete  with  the  Exchange  across- 
the-board.  His  plan  is  far  more 
threatening.  He  wants  simply  to 
take  away  the  Exchange's  most 
profitable  business. 

That  business  is  the  large-block 
trading  done  by  the  nation's  big 
financial  institutions.  The  Ex- 
change's commission  rate  schedule 
makes  only  minimal  allowance  for 
volume.  That  is,  it  costs  roughly 
100  times  as  much  in  commis- 
sions to  buy  10,000  shares  as  it 
does  to  buy  100  shares — even 
though  nothing  like  100  times  the 
cost  or  eftort  is  involved.  In  De- 
cember the  Big  Board  put  into  ef- 
fect interim  volume  discounts,  but 
they  were  relatively  small.  All  this 


makes  the  big  blocks  exception- 
ally profitable,  and  the  brokers 
compete  for  them  by  offering  in 
return  other  services,  such  as  re- 
search, or,  in  the  case  of  a  mutual 
fund,  pushing  that  fund's  shares  in 
preference  to  others.  For  the  broker 
with  the  big  order  is  the  broker 
who  makes  the  big  money. 

Behrens'  ambition  is  to  change 
all  that,  and  our  first  thought  was, 
who  is  this  Herb  Behrens,  to  chal- 
lenge the  mighty  Exchange? 

Well,  Behrens  informed  us,  he  is 
New  York  born,  41  years  old,  a 
Cornell  graduate,  a  CPA,  a  former 
customer's  man  and  one-time  part- 
ner of  an  Exchange  fiiTn.  Not  a 
spectacular  background,  perhaps, 
but  Behrens  had  what  he  felt  was 
a  spectacular  idea.  He  and  others 
worked  on  it  for  two  years,  and 
invested  many,  many  thousands  of 
dollars  in  it.  It's  called  INSTINET. 

INSTINET  is  a  communication 
service  for  laige-block  traders,  and 
it  has  a  computer  as  its  heart.  The 
computer  is  located  in  Watertown, 
Mass.,  and  if  the  system  becomes 
a  success,  the  Watertown  computer 
will  be  hooked  with  tenninals  at 
hundreds  of  institutions.  It  would 
work  this  way:  A  big  institutional 
investor  wants   to  sell  a  block  of. 


say,  10,000  Ford  shares.  He  can  list 
his  block  with  the  computer  without 
the  news  being  broadcast  to  the 
network.  Only  subscribers  inter- 
ested in  that  particular  stock,  upon 
interrogating  the  computer,  would 
know  of  its  existence. 

Or  the  institutional  investor  can 
follow  other  strategies  with  IN- 
STINET. He  can  place  the  offer 
on  the  wire  and  have  the  computer 
broadcast  it  to  all  other  subscribing 
institutions  simultaneously.  Or  the 
computer  can  be  instructed  to  show 
only  2,000  shares  and  hold  the 
other  8,000  in  secret  awaiting  re- 
turn bids.  That  way,  buyers  would 
not  know  the  size  of  the  block 
overhanging  the  market.  Or,  if  he 
wishes,  the  trader  can  correspond 
with  any  message-sender  directly, 
without  letting  the  rest  of  the  net- 
work know. 

In  any  case,  the  system  offers 
complete  anonymity.  The  computer 
screens  out  the  identities,  and 
sends  out  only  the  code  number 
of  the  messages.  You  could  meet 
a  friend  at  the  country  club,  tell 
him  you  sold  a  block,  and  learn 
for  the  first  time  that  he  was  the 
one  who  bought  it. 

So,  we  asked  Behrens,  how  is 
this  better  than  the  Exchange? 
The  answer  to  this  question  ex- 
plains why  Behrens  expects  both 
to  attract  customers  and  to  out- 
rage the  Big  Board. 

"If  you'd  ever  been  a  block 
trader,"  he  said,  "the  first  two  ad- 
vantages would  be  immediately 
obvious.  First,  we  don't  charge 
commissions.  We  charge  by  the 
message  unit,  with  a  minimum  of 
$1,740  a  month  plus  line  charges. 
Second,  there's  a  great  benefit  in 
the  anonymity.  The  way  things 
work  in  Wall  Street  now,  you  call 
up  someone  and  ask  him  if  he  will 
take  10,000  shares  of  XYZ.  'No 
thank  you,'  he  says.  Then  he  i^icks 
up  his  phone,  dials  a  friend,  and 
says,  'Did  you  know  that  so-and- 
so  is  trying  to  sell  10,000  shares  of 
XYZ?'  You  might  end  up  getting 
several  points  less  for  your  stock." 

Behrens  likes  to  talk  about  sav- 
ings on  net  price,  not  just  savings 
on  commissions.  "Everybody  likes 
to  talk  about  the  commissions,"  he 
said,  "but  the  real  failing  on  Wall 
Street  is  that  maybe  the  first  guy 
you  call  is  not  the  one  that  would 
give  you  the  best  price.  There's  no 
way    of   letting   everybody    know. 
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Wfe  seat  one  out  of  four 
forth  American  Motorists* 


-SI  is  behind  as  uell  as  under  the 
St.  We  believe  you  should  ride  in 
't  whether  it  is  across  tov\n  or 
the  country.  That  s  why  \^e  work 
Isely  with  automobile  manufac- 
making  engineering  contributions 
X  comfort  and  safety.  Lear  Siegler, 
educes  25*^'(  of  all  car  seat  assem- 
1  the  U.S.  and  Canada 
vnd  while  you  may  not  think  of 


truck  drivers  and  farmers  and  construc- 
tion workers  as  motorists,  we  do.  So  we 
make  truck  seats  for  them,  too. 

Plus  a  number  of  other  automo- 
tive products  such  as  forged  axle  hous- 
ings, self-lubricated 

bearings  and  metal     ^        _^      x    _  c      i       ¥ 

stampings.  We  don't  /  TkJ  •  \  ^ear  Siegler,  Inc. 


stop  there,  either. 
LSI  extends  its  tech- 


nical know-how  into  other  related  fields. 
From  car  seats  it  was  a  natural  step  to 
move  into  springs  and  furniture  struc- 
tures for  home  and  office. 

Such  cross-pollinization  provides 

one  more  plus  for  LSI  —  the  half-billion 

dollar  company  that 

won't   take  a  back 


Corporate  Offices,        seat  when   it  comes 

Santa  Monica,  Calif,  to  growth 
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Sedan  Chair  of  Engraved  Red  Gold  Enamelled  Translucent  Rose  •  By  Carl  Faberge,  Jeweler 
to   the   Czars   of   All  the   Russias   •   From   the   Forbes   Magazine   Collection   of   Faberge 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 
Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 
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The  Money  Men 


Even  if  >  ou  called  se\  era!  people  and 
finalh  got  a  better  bid,  then  yon 
would  have  to  call  everyone  back 
and  ask  if  they'd  like  to  change 
their  bids.  The  volume  in  Wall 
Street  makes  it  impossible  to  call 
everybody  for  just  one  order.  Yet 
there  is  no  real  auction  market  unless 
everyone  knows  what  is  available. " 

When  Behrens  started  working 
on  the  system's  programming  over 
two  years  ago,  he  did  not  foresee 
the  terrible  back-office  problems  in 
Wall  Street  today.  But,  happily 
enough,  Behrens  argued,  I.NSTl- 
NET  has  the  effect  of  reducing 
these  back-office  paper  problems. 
The  system  produces  hard  cop\ 
with  dates  and  figures,  leaving  no 
room  for  verbal  misunderstanding. 
The  tran.saction  notices  are  made 
instantaneously,  so  there  is  no  wait- 
ing for  messengers  or  mail. 

"Any  other  uses?"  we  asked. 

Behrens  found  one  more.  "You 
can  use  our  system  even  if  you 
don't  use  it,"  he  said.  "That  is,  you 
might  not  make  a  trade  over  it,  but 
still  use  the  infonnation  it  pro- 
vides. A  subscriber  of  ours  cannot 
buy  or  sell  "at  the  market";  a  price 
must  be  agreed  upon.  That  means 
a  lot  of  orders  won't  be  completed 
on  our  network.  But  even  it  they 
aren't,  our  network  can  provide 
information  for  bargaining  in  the 
traditional  marketplaces." 

That,  in  a  nutshell,  was  the  sys- 
tem. It  sounded  very  logical.  "Too 
logical,"  we  said.  Our  point  was 
that  the  very  irrationality  of  the 
E.\changc  commission  structure  is 
beneficial  to  mutual  fund  man- 
agers. After  all,  most  funds  don't 
really  mind  paying  commissions. 
When  they  give  big  commission 
money  to  brokers,  the  brokers  in  turn 
sell  the  public  shares  in  that  fund. 
Why  should  funds  want  to  eliminate 
something   that   benefits   them? 

"'You're  right  about  the  funds," 
Behrens  said.  "But  there  are  many 
other  kinds  of  institutions.  Bank 
trust  departments,  insurance  com- 
panies, pension  funds,  investment 
counselors — none  of  these  have  to 
give  rewards  for  selling  shares." 

"You  can't  have  much  of  a  net- 
work without  funds, "  we  said. 

"But  if  the  other  institutions 
join,"  replied  Behrens,  "the  funds 
will  have  to  join  too.  Otherwise 
they  wouldn't  be  assured  of  getting 
the  best  price,  and  they  have  a 
fiduciary    responsibility.    Our    net- 


work shows  they  tried  their  best. ' 

We  searched  for  other  objections. 
What  was  to  prevent,  we  asked,  a 
block  trader  from  placing  a  "fish- 
ing" offer  on  the  netsvork,  just 
to  see  where  the  market  was?  "We 
and  the  computer  know  who  places 
tlie  bids  and  offers,"  Behrens  said. 
■'A  subscriber  has  to  agree  to  li\e 
up  to  any  offer  he  makes." 

What  was  to  prevent  a  raider 
from  using  the  network  for  take- 
overs? After  all,  when  he  uses  con- 
ventional Wall  Street  facilities,  the 
word  soon  gets  around.  INSTINET 
sounded  like  a  conglomerator's 
dream. 

"Kor  that  reason,"  Behrens  re- 
torted, "we  will  limit  our  subscriber 
list  to  blue-chip  institutions.  No  in- 
dividuals will  be  allowed  to  sign 
up.  And  even  though  you  won't 
know  who  you're  trading  with  on 
the  network,  you'll  know  who  be- 
longs to  the  network.  You  will  .see 
our  subscriber  list  when  you  sign 
up,  .so  you'll  know  what  kind  of 
company  you're  keeping." 

Finally,  we  pointed  out  that 
I.NSTINET  might  itself  be  a  kind 
of  stock  e-xchange,  that  it  miglit 
have  to  come  under  some  regula- 
tory authority  like  the  SEC.  "We've 
talked  to  the  SEC,"  he  said,  "and 
they  seem  interested  in  our  idea. 
And  we  would  expect  that  they 
would  want  to  supervise  us.  How- 
ever, we're  only  providing  a  ser- 
vice,   not   making   a    market." 

Then  Behrens  stopped  answering 
{jucstions,  and  asketi  ((v  one:  What 
did  wc  think  oi  his  prospects?  We 
told  liim  we  assumed  that  ii  the 
institutions  wanted  him  to  succeed, 
he  probably  would  succeed.  But 
we  pointed  out  that  he  faced  a 
tremendous  fight  with  the  New 
York  Stock  Exchange,  which  has 
powerful  Iriends  in  Congress,  the 
regulatory    bodies,    and    the   press. 

.Moreover,  the  money  involved  is 
well  worth  fighting  for.  Institutions 
now  account  for  more  than  half  the 
trading  on  the  New  York  Stock 
Exchange.  By  rough  estimates,  that 
means  between  $500  million  and 
SI  billion  a  year  in  commissions. 
And  the  institutional  business  has 
an  extremely  high  profit  margin. 

Behrens  nodded.  He  knew  that 
he  was  in  for  a  fight.  "Maybe  we 
won't  make  it,"  he  said  quietly. 
"But  this  system  is  the  future.  It 
makes  sense.  It's  logical.  If  we 
don't  do  it,  someone  will."  ■ 
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at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cullers.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  sfiows  value  Va  to  '^h 
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DIVIDEND 
NOTICE 


The  following  dividends  have 
been  declared; 


< 


20C  )Jor  share  on  the  Common 
Stock  of  tfie  Company  payable 
March  15,  1969  to  .stockholders 
of  record  at  the  clo.se  of  husiness 
on  I'Y'bruary  28,  19G9. 


33'/3(^  per  share  on  the  $1,331/3 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  April  1,  1969  to  stockholders 
of  record  at  the  close  of  business 
on  February  28,  1969. 


397120  per  share  on  the  $1.58V^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  April  1,  1969  to  stockholders 
of  record  at  the  close  of  business 
on  February  28.  1969. 

R.  B.  Berryman 
Secretary 
February  17, 1969 


PENNZOIL  UNITED. 


900  Southwest  Tower 
Houston,  Texas  77002 
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Know  a  Stock's  Record  Before  You 

-Hold-Sell 


Buy 


JUST 
PUBLISHED 


Get  the  facts  in  FINANCIAL  WORLD'S fe^ 


Single  compact  volume 

Giving  the  complete  12-year 
Record  of  ALL'Big  Board' 
Common  Stocks 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years — essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 


1957-1968 
Each  Year 


A  /  Price  Range 

^         I  Dividends 

f_.    /  Stock  Splits 

^"  /  Earnings* 


*1968  earnings  as  available  up  to  press  date 

You  can't  determine  a  stock's  current  value  unless 
you  have  its  earnings  and  dividend  records  of  pre- 
vious years;  and  you  can't  compare  current  prices 
with  former  prices  unless  you  have  a  record  of  the 
hundreds  of  stock  splits  over  the  last  twelve  years. 


Valuable  Added  Feature 

The  Stock  Record  Book  also  contains  the  12- 
year  (1957-1968)  record  of  the  Leading  Mutual 
Funds  .  .  .  showing  each  year's: 

CAPITAL  GAINS    •    INVESTMENT   INCOME 
NET  ASSET  VALUE  •  SALES  CHARGES 


Here  arc  the  facts  you  need  to  help  you 
invest  more  knowledgeably  .  ,  .  more  in- 
telligently .  .  .  more  profitably! 


BUY  IT  for  oniy  $2^^ . . . 

OR  GET  IT  AS  A  BONUS 

WITH  THIS  UNUSUAL  S6  OFFER! 

■You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to 
FINANCIAL   WORLD'S   Comprehensive   Investment   Service — developed 
and  refined  through  FINANCIAL  WORLD'S  more 
than  66  years  of  successful  experience. 

And  Your  $6  Brings  You 
This  $9.95  Value  . . . 

12  issues  of  FINANCIAL  WORLD,  Amer- 
ica's  pioneer  investment  weekly.  Fo- 
cused on  giving  you  sound  stock  values, 
providing  continuous  direction  on  hun- 
dreds of  issues.  Detailed  reports  on  se- 
lected securities  .  .  .  Company  and  in* 
dustry  surveys  .  .  .  Market  outlook  .  .  . 
Developing  trends  .  .  .  Supervised  groups 
of  issues  for  every  investment  goal  .  .  . 
Mutual  Fund  Department  .  .  .  Everything 
to  help  you  profit  in  any  kind  of  market. 
{12  copies  of  the  magazine  alone  on  news- 
stand.    $7.20) 

3  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS"  of  up  to  1.900 
listed  stocks,  detailed  digests  of  prices, 
earnings,  dividends — plus  our  own  RAT- 
INGS of  investment  value.  {Similar  guides 
would    cost    up    to    $24    a    year.) 

ADVtCE-BY-MAIL  as  often  as  once  a  week 
for  12  weeks — our  best  opinion  on  whether 
lo  buy,  sell,  hold  any  stock  you  inquire 
about  that  interests  you  at  the  particular 
time.    (Aor   available   alone  at  any   price.) 


-FINANCIAL  WORLD  ""i 


Dept.  FB.315.  17  Battery  Place.  New  York.  N.  Y.  10004 

For  payment  enclosed  please  enter  my  order  for: 

Copies  of  your  new  1957-1968  Stock  Record  Book  at  $2.75  each. 

D  12-Weeks'  Trial  Subscription  to  FINANCIAL  WORLD'S  complete  in- 
vestment service  including  Stock  Record  Book— all  for  §6. 


Name 


Address 


City 


State 

This  subscription  is  not  assignable. 


.Zip. 


Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stock 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-hack  guarantee  if  not 
satisfied  within  30  days. 
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The  Economy 


The  Digital  Speculator 


The  computer  as  a  solution  to  \\  all 
Street's  paperwork  backlog  ma\  be 
overplaved.  Its  real  impact  on  The 
Street  ma\-  come  from  elsewhere. 
Already  there  is  the  possibility  that 
stock  exchanges  ma>  themselves  be 
replaced,  at  least  in  part,  by  com- 
puters {sec  p.  TO).  But  probably 
the  biggest  market  use  of  com- 
puters is  to  sur\ey  the  market  ac- 
tion of  thousands  of  stinks. 

Computers  all  over  the  countr>' 
are  already  monitoring  the  stock 
market.  For  onl>  S6,0()0  a  month, 
one  can  get  more  infornjation  al)out 
price  and  volume  changes  in  more 
stocks  much  faster  than  ever  be- 
fore. Man\  of  these  ct)mputers  to- 
day ser\e  only  as  a  kind  of  DEW 
— Distant  Early  Warning — ssstein 
that  sends  a  signal  when  a  stock 
moves  out  of  its  historic  range.  The 
Securities  &  E.xchange  Commission 
has  a  computer  that  does  just  that. 
W  hat  will  l>e  the  long-range  effects 
of  dozens  or  hundreds  of  computers 
watching  the  stock  market,  backed 
by  billiotis  of  institutional  dollars? 
The  .SEC  is  as  uncertain  as  anyone. 

One  e.xpert  in  tape  watching  b> 
computer,  Joseph  J.  Cal,  chairman 
of  Boston's  Interactive  Data  CJorp., 
is  willing  to  brainstorm  provided  it's 
labeled  as  such.  "I  think  computers 
will  help  people  understand  bett«r. ' 


he  sa\s,  "what  factors  coritribute 
to  \alue  in  the  market.  People  will 
then  be  able  to  react  more  quickly. 
Where  the\  had  to  wait  two  or 
three  da\s  for  a  chart  book,  they 
can  now  make  decisions  instanta- 
neously."' As  a  result,  Gal  adds 
rather  surprisingly,  "I  also  e.xpect 
less  volatility  in  stock  prices. ' 

faster   Action 

But  James  H.  Lorie,  director  of 
the  University  of  Chicago's  Center 
for  Research  in  Security  Prices, 
sa\s:  "\'olatility  is  not  the  im- 
portant thing.  Rather,  the  impor- 
tant effect  of  computers  may  be 
that  prices  of  stocks  will  move 
more  rapidly  and  more  precisely 
toward  the  intrinsic  value  of  those 
stocks.  This  is  good,  and  I  wouldn't 
want  to  see  the  SEC  ever  take 
steps  to  slow  the  adjustment. 

Not  all  computers,  however,  are 
just  alerting  investment  managers 
to  unusual  price  changes.  "I've  seen 
c-omputers  that  sa\  'BUY,'  "  says 
Arnold  M.  Canz,  investment  vice 
president  of  Delaware  Man.ige- 
ment  Co.  of  Philadelphia.  One  Wall 
Street  account  executive  recalls 
that  his  fimi's  computer  success- 
fully picked  .Mattel,  Inc.,  the  toy 
company,  before  its  large  1968  rise. 
.Manv    of    its    executives    became 


enthusiastic — until  they  lost  money 
on  its  next  two  choices.  "Now  it 
says  'American  Photocopy,' "  re- 
ports the  account  executive,  "but 
I'm  back  to  Wall  Street  tips." 

But  Delaware  Management's 
Ganz,  who  uses  his  computer  only 
to  sift  information,  still  likes  it. 
"Our  goal, "  he  says,  "is  to  make  it 
possible  in  five  years  for  a  single 
portfolio  manager  to  run  effec- 
tivelv  and  efficiently  a  Sl-billion,  a 
S1.5-bilIion,  even  a  S40-billion 
fund." 

For  Ganz,  the  computer  is  still 
a  big  dummy  that  only  does  what 
you  tell  it.  "In  the  end,"  he  says, 
"there's  always  human  judgment. 
I've  never  seen  the  time  when 
there  was  complete  agreement  on 
an\thing.  Computers  will  have  all 
kinds  of  eHects,  not  one  effect. " 

lint  most  computer-tape  watch- 
ers agree  that  their  biggest  prob- 
lem is  not  the  computer,  but  the 
faulty  information  that  comes  out 
as  a  result  of  human  error.  "We 
have  a  terrible  time  correcting  the 
exchange's  closing  highs  and  lows 
for  stocks,"  says  one  user.  "With  a 
Hoor  specialist  and  a  kid  standing 
next  to  him  doing  the  work,  sizable 
block  trades  can  be  left  out."  In 
short,  it's  the  old  computer  gobhn 
named  GIGO — Garbage  In,  Gar- 
bage Out.  C^ompared  with  fixing 
that  problem,  inventing  the  com- 
puter itself  was  a  snap.  ■ 
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TelegjTOwtW 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  Its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  worlds: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3|  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  forlELEGROWTH  is $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.F-275 


Name- 


Street  &  No.- 


Clty- 


-State 


MARKET  COMMENT 

By  L.  0.  Hooper 


An  Investment  Policy  For  Today 


BABSON'S  REPORTS 

Incori>oi*£ttecl 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


As  THIS  IS  ^VRITTEN,  the  DJI  is  down 
about  8%  from  its  early  December 
high.  As  compared  with  the  best 
prices  reached  last  year,  Global  Ma- 
rine is  off  about  54%,  McGraw-Hill 
37%,  Chrysler  30%,  both  National  Cash 
Register  and  Skyline  Homes  26%. 
There  still  would  seem  to  be  a  lot  of 
"adjusting  to  reality"  to  come  in  some 
of  the  more  speculative  newly  spawned 
issues,  in  the  over-the-counter  mar- 
kets, and  in  the  already  less  popular 
conglomerates;  but  the  time  is  ap- 
proaching when  further  declines  in 
stock  prices  may  be  regarded  as  op- 
portunities to  buy  rather  than  as  sig- 
nals to  sell. 

The  chances  are,  when  the  history 
of  the  early  1969  market  is  written, 
that  this  downward  price  adjustment 
will  be  attributed  to  "technical"  rather 
than  "fundamental"  factors.  It  is  the 
cooling  of  an  overheated  speculation 
rather  than  the  discounting  of  un- 
pleasant deflation  in  the  economy. 

Correcting  Excesses 

The  center  of  the  adjustment  this 
far,  of  course,  has  been  in  the  con- 
glomerates, since  it  has  been  in  this 
area  that  the  greatest  major  financial 
sins  have  been  committed.  You  can 
establish  higher  prices  (for  a  while) 
by  manipulating  capitalization  and 
encouraging  speculator  cupidity,  but 
you  do  not  create  real  new  earning 
power  and  value  overnight  merely  by 
giving  any  company,  however  man- 
aged, a  new  direction.  If  you  buy 
these  new  conglomerate  stocks  at  all, 
you  should  buy  them  in  periods  of 
disillusionment,   not  enthusiasm. 

For  instance,  provided  the  man- 
agement finally  tells  you  enough  about 
the  company  to  provide  the  basis  for 
a  reasonable  estimate  of  its  worth 
(this  corporation's  reports  to  date 
have  been  better  from  the  standpoint 
of  graphic  arts  than  investment  in- 
formation), it  may  make  more  sense 
to  buy  Litton  Industries  in  the  50s 
than  it  did  to  buy  it  above  100. 

I  am  beginning  to  think  that  the 
Administration  and  the  credit  au- 
thorities will  be  only  mildly  success- 
ful in  slowing  down  inflation,  and 
that  there  is  fittle  or  no  real  deflation 
in  public  buying  power  in  prospect. 

Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  llrm  of  W.  E.   Mutton  &  Co. 


The  real  inflation  in  buying  power 
(or  of  discretionary  spending)  is  in 
the  service  areas  of  the  economy 
(about  55%)  rather  than  in  the  goods 
and  commodities  area  (about  45%). 
Blue-collar  production  has  been  about 
keeping  pace  with  compensation,  but 
in  the  service  areas  workers  have 
usually  been  getting  more  and  more 
money  for  about  the  same  services. 
The  salaries  of  civil  employees,  civil- 
ian clerical  help,  teachers  and  those 
associated  with  medical  care  and  per- 
sonal services  are  constantly  rising. 
This  is  the  big  demand-puE  influence 
in  the  economy,  and  not  much  can 
be  done  about  it. 

It  is  doubtful,  too,  whether  in- 
creasingly high  interest  rates  are  dis- 
couraging much  borrowing.  Up  to 
now,  money  has  not  been  too  diflBcult 
to  obtain  if  you  are  willing  to  pay 
the  price.  The  borrowing  public  has 
gradually  come  to  realize  that  high 
interest  rates  are  partly  fictitious  be- 
cause interest  is  deductible  on  the 
income  tax  return  and  because  you 
are  always  paying  off  debt  in  dollars 
with  smaller  buying  power  than  the 
dollars  you  borrowed. 

You  may  criticize  the  Nixon  Ad- 
ministration because  it  has  no';  made 
important  changes  in  earlier  policies 
(except  to  slow  down  the  new  proj- 
ects), but  in  many,  many  cases  it  is 
boxed  in  by  the  fact  that  the  public 
does  not  want  established  policies 
changed  and  by  the  inflationary  pres- 
sures coming  from  the  service  seg- 
ment of  the  economy. 

What  I  am  trying  to  get  across  is 
that  this  stock-market  adjustment  is 
due  more  to  the  inevitable  correction 
of  some  speculative  excesses  than  to 
a  discounting  of  any  too  unpleasant 
deflation.  That's  why  I  say  that  in- 
vestment pohcy  should  become  less 
cautious  and  a  little  more  aggressive 
as  prices  decline,  that  there  should 
be  more  emphasis  on  accumulation 
than  on  liquidation  when  prices  are 
weak.  Of  course,  there  are  still  plent\ 
of  stocks  which  are  too  high  in  rela- 
tion to  values,  and  a  highly  selective, 
and  leisurely,  buying  policy  is  all 
that  is  indicated.  I'm  still  guessing 
that  the  low  in  the  DJI  will  probabh 
come  by  the  end  of  May.  I  doubt  if 
it  will  be  as  low  as  the  825-850  area 
previously    suggested,    perhaps    860- 
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S75  may  not  be  out  of  the  ball  park. 
Global  Marine  (29)  and  some  of 
the  other  offshore  drilling  cx)mpanies 
provide  an  excellent  opportunity  to 
probe  for  value  in  growth  stocks. 
Global  Marine  has  a  dozen  rigs  at 
work,  and  some  of  them  are  the  most 
advanced  in  the  whole  field:  all  but 
one  is  drilling  outside  of  American 
waters.  The  stock  has  been  selling 
at  less  than  half  its  Alaska  gold  boom 
high  of  last  summer.  .  .  .  Keep  in  mind 
that  the  mobile-homes  industr>  is 
growing  faster  than  ain  other;  if  >ou 
t-an  take  the  pressure  of  owning  fast 
moving  stocks.  Skyline  tloims  and 
Philips  Inclustrii',  look  attractive  on 
real  weakness  from  now  on.  .  .  . 

Better  Than    Average 

The  p1vw(mkI  indiistiA  lias  been  go- 
ing   great    guns    with    softwood    pK- 
wood  prices  up  77f  last  year  and  ~% 
more  in   Januar> ,   and   there   is   little 
spect    that    protluction    will    soon 
h     up    with    demand.     Masonitc 
I )  has  been  making  an  advertising 
to   compete   with    pKwood    with 
it.>  particle  lx)ard.  .-\s  readers  of  long 
stai;diiig     will      remember,     Ccoraia 
Pacijic   (92)    has  always  In-en  one  of 
m>    favorite   growth   stocks;    this   de- 
mand   cnmch    for    plywood    is    just 
something   added.    Plywood   has   be- 
come one  of   the   most   important   of 
residential    building    materials.    Two 
other    important    factors    in    plywootl 
are  Weyerhaeuser  and   LS.   Ptyiiood 
Chainpiuii.  .  .  . 

Better  earnings  results  this  \ear  are 
expected  from  Cotnhiistiun  Eiifiineer- 
l«g  (66)  and  White  Motors  (48).  .  .  . 
I  continue  to  think  that  the  steels 
are  likely  to  act  relatively  well.  .V«- 
tional  Steel,  t'.S.  Steel  and  Inlaml 
Steel  would  appear  to  be  better  than 
average  values  in  efiuities. 

There  is  not  the  slightest  doubt, 
in  my  opinion,  that  credit  will  be 
made  tighter  and  more  expensive  dur- 
ing the  next  four  or  five  months  in  a 
serious  attempt  to  slow  down  the 
goods  and  connnodities  section  of  the 
economy.  Presumably  an  attempt  is 
being  made  to  discourage  too  rapid 
plant  expansion  and  other  spending 
based  on  borrowed  money.  Just  what 
effect  this  will  have  on  municipal 
and  state  projects  remains  to  be  seen. 
Its  delayed  effects  may  be  greater 
than  its  immediate  impact.  Avoid  the 
mistake  of  thinking  the  present  re- 
strictive credit  policy  is  likely  to  be 
reversed  soon  just  because  the  market 
is  soft.  The  risk  of  lower  stock  prices 
has  been  assessed  and  apparently  has 
been  accepted.  I'm  not  as  sure  about 
the  impact  of  these  policies  as  many 
bankers  are,  chiefly  because  I  don't 
think  credit  supply  controls  the  ser- 
vice sector  of  the  economy.  ■ 
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Providing  continuing  follow-up  research,  ratings,  and  recommendations  on 
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THE  VALUE  LINE  INVESTMENT  SURVEY 
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MONEY-BACK  GUARANTEE 

Value  Line  invites  you  to  examine  these  advisory  services  without  risk:  If,  within 
30  days,  you  are  dissatisfied  for  any  reason,  you  may  return  the  material  you  have 
received  for  a  full  and  prompt  refund  of  your  fee. 
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A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 


STOCK  ANALYSIS 

By  Heinz  H.Biel 


Showdown 

Lv    THE    PREVIOUS    isSUC    of    FoRBES    I 

commented  on  the  stock  market's 
seeming  inability  to  make  up  its  col- 
lective mind  which  way  to  go.  The 
column  had  hardly  gone  to  press 
when  all  hell  broke  loose:  Wall  Street 
had  finally  made  up  its  mind  and  it 
had  done  so  with  a  vengeance.  It  took 
only  four  days  to  wipe  out  the  entire 
recovery  from  the  January  lows,  giv- 
ing every  technical  market  analyst  a 
bearish  signal,  at  least  for  the  inter- 
mediate term. 

Wall  Street  pros  had  been  appre- 
hensive for  some  time,  far  more  so 
than  the  public  whose  speculative 
enthusiasm  had  remained  undimin- 
ished. At  a  January  conference  of  in- 
stitutional investors,  for  example,  it 
was  virtually  impossible  to  find  a  sin- 
gle bull.  The  atmosphere  ranged  from 
outright  bearishness  to  caution,  the 
only  question  being  what  to  do  with 
the  extra  cash  in  face  of  continuing 
inflation.  But  even  that  problem  solved 
itself  when  short-tenn  money  rates 
rose  well  above  6%  annually.  Many 
portfolio  managers  would  have  been 
quite  pleased  if  they  had  done  that 
well  last  year. 

Once  the  market  changes  its  direc- 
tion, it  is  only  natural  to  ask  how  far 
it  will  go.  One  is  inclined  to  turn  to 
the  technicians  for  answers,  but  at  an 
early  stage  they  are  not  of  much  help. 
Their  so-called  support  levels  have  a 
way  of  melting  away  hke  snow  in 
March.  The  fundamental  analyst  also 
cannot  give  conclusive  answers.  While 
he  may  be  able  to  say  what  a  stock  is 
worth,  especially  in  relation  to  other 
stocks,  we  know  all  too  well  that 
value  and  market  price  are  not  the 
same  thing.  In  recent  months  a  great 
many  stocks,  especially  of  unseasoned 
companies  with  no  record  of  perform- 
ance to  speak  of,  have  been  selling 
many  times  higher  than  stock  analysts 
thought  they  were  worth. 

Bargain   Days 

The  reverse,  namely  that  stocks  in 
general  sell  for  substantially  less  than 
what  they  are  believed  to  be  worth, 
has  happened  for  only  short  periods 
in  recent  years.  There  were  bargain 
days  in  mid-1962,  following  an  ex- 
tremely se\ere  shake-out  in  the  spring 

Mr.  Biel  is  a  partner  in  the  New  Yorit  Stock 
Excliange   firm   ol   Emanuel.    Deeljen   &   Co. 


of  that  year.  The  Cuban  missile  crisis 
in  the  same  year  also  provided  a  major 
•turning  point  in  the  market.  The  most 
recent  buying  opportunity  came  dur- 
ing the  money  crunch  in  the  fall  of 
1966.  A  similar  situation  may  be  in 
the  making  of  course,  but  as  of  the 
end  of  February,  it  would  be  pre- 
mature to  think  of  the  market  as  being 
generally  undervalued. 

Readers  of  advisory  services  and 
stock  brokers'  market  letters  always 
look  for  buy  recommendations,  pre- 
ferably hot  tips.  The  merger  and  take- 
over spree  of  recent  months  provided 
a  good  deal  of  ammunition,  but  after 
what  happened  to  prices  of  most  of 
the  conglomerates  (stocks  like  Litton 
or  LTV  are  down  over  50%  from  their 
highs),  as  well  as  to  the  stocks  of 
companies  whose  engagement  was 
called  off,  the  enthusiasm  for  this  kind 
of  game  has  lessened  greatly.  It  is 
perhaps  symptomatic  that  we  now  see 
a  rash  of  favorable  reports  on  Amer- 
ican Telephone  and  other  stocks  of 
similar  caliber  where  the  downside 
risk  is  comparatively  slight. 

But  is  this  really  an  answer  to  the 
problem?  I  firmly  believe  that  a  sound 
investment  portfolio  should  include 
a  fair  percentage  of  sohd  stocks  with 
low  volatility,  the  proper  ratio  de- 
pending on  individual  circumstances 
and  requirements.  But  it  does  not 
make  much  sense,  it  seems  to  me,  to 
commit  Hquid  reserves  at  this  stage 
and  buy  defensive-type  stocks  merely 
because  they  are  likely  to  dechne  less 
than  others  in  a  falling  market. 

If  one  is  bearish,  one  should  not 
buy  but  sell.  Since  this  column  is  ad- 
dressed to  the  investor  rather  than  the 
speculator,  we  have  to  rule  out  sug- 
gestions to  sell  short.  (Also,  some 
readers  become  irate  when  they  find 
their  pet  stocks  listed  as  a  target  for 
short  selhng.) 

I  am  not  profoundly  bearish.  There 
are  large  number  of  good  stocks 
selling  at  rather  uninfiated  prices 
where  the  downside  risk  is  not  sig- 
nificantly greater  than  their  longer 
range  potential  on  the  upside.  How- 
ever, before  I  can  view  the  market 
outlook  with  a  greater  degree  of  con- 
fidence, 1  should  like  to  await  three 
events:  1)  An  end  to  the  credit  tight- 
ening policy  of  the  Federal  Reserve 
Board;  not  necessarily  a  loosening,  just 
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How  much  can  making  the  wrong 
decision  about  a  stock  cost  you? 

100?  1,000?  lOjOOO?  More? 


MOODY'S  ^'Handbook  of 
Common  Stocks"  costs  only  $12. 

Its  1056  pages  are  filled  with  facts, 
charts  and  opinions  to  help  you  make 
sound  decisions  about  hundreds  of 
stocks. 


Practically  every  stock  listed  on  the  New  York  Stock 
Exchange  is  covered.  As  well  as  practically  every 
stock  listed  on  the  American  Exchange.  Plus  125 
important  unlisted  stocks.  2214  stocks  in  all ! 


Latest  available  data  given  for  2214  stocks  include ; 

Nature  of  Business 
Ticker  Symbol 
Revenues 


Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  information  is  given  for  1010  widely 
held  stocks.  A  full  page  is  devoted  to  each. 

The  Commevt  at  the  top  of  the  page  immediately  gives 
Moody's  opinion  of  the  company's  potential  and  quality 
(High,  Investment,  or  Medmm  Grade,  or  Speculative). 
Succinct  paragraphs  describe  the  comiiany's  Background, 
Recent  Developments,  and  Prospects. 

Figures  are  given  not  only  for  all  the  categories  noted 
above  but  for  Cash  Flow,  Net  Income,  Operating  Profit 
Margin,  and  Dividend  Payout  as  well.  In  each  category, 
where  appropriate,  the  data  is  given  for  each  year  for 
eleven  years. 
Also  included  are  Number  of  Stockholders,  etc. 

The  price  movements  of  each  of  these  1010  stocks 
are  charted  for  many  years  — in  most  cases  for  the 
past  16  years. 

On  each  chart  there  are  two  additional  trend  lines:  One 

is  Moody's  Industrial  Average.  The  other  is  the  industry 

group  average. 

In  addition,  the  company's  earnings  and  dividends  per 

share  are  shown  along  with  the  year  on  each  chart  so  that 

you  readily  relate  earnings  and  dividend  changes  to  price 

trends. 


Moody's  Industrials,  Utilities  and  Railroads  are 
each  separately  plotted  against  earnings  and  divi- 
dends from  1929  on. 

And  an  introductory  section  defines  terms,  describes 
what  you  can  tell  from  the  tables,  besides  briefly 
summarizing  factors  pertaining  especially  to  (a) 
railroads  and  airlines  (b)  utilities  (c)  investment 
companies  (d)  insurance  companies. 

Haven't  you  often  wished  you  had  these  facts, 
charts,  and  unbiased  opinions  right  on  hand? 

Wouldn't  owning  Moody's  Handbook  of  Common 
Stocks  help  reduce  the  possibilities  of  your  making 
wrong  decisions  about  what  stocks  to  buy?  And 
which  to  sell  ?  Isn't  it  likely  that  Moody's  Handbook 
will  prove  to  be  worth  many  times  its  price  of  $12? 

The  sooner  you  send  for  the  Handbook,  the  sooner 
it  can  help  you  make  sound  decisions.  Mail  the  cou- 
pon today. 
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no  further  tightening.  2)  The  liquida- 
tion of  excessive  speculation  in  securi- 
ties of  questionable  merit.  3)  As- 
surance that  the  brokerage  industry 
has  regained  control  over  its  affairs 
and  has  eliminated  the  danger  of  an 
investor  stampede. 

Meanwhile  there  will  be  rallies  and 
"special  situations.'  Rallies  are  tempt- 
ing, but  dangerous.  They  should  best 
be  left  to  the  experienced  trader  who 
buys  for  a  quick  turn  and  is  ready 
to  CTit  his  losses  at  a  moment's  notice. 
While  every  major  upturn  originally 
starts  out  as  a  rally,  the  risk  of  getting 
sucked  into  a  false  move  is  consider- 
able and  often  costly.  The  .3()-point 
rally  of  the  DJI  from  Jan.  S  to  Feb. 
1-3  is  an  exiunple. 

Possible   Specu/otions 

Special  situations  are  created  b\ 
extraneous,  i.e.,  noninarket  factors. 
Sinclair  Oil  fell  abruptly  when  the 
jiistic-e  Department  blocked  the  pro- 
posed merger  with  Atlantic  Richfield. 
However,  the  advantages  of  this 
merger  are  believed  to  be  so  great 
that  these  two  companies  arc  likely 
I  make  every  effort  to  overcome  the 
()l)jections  and  gain  court  approval. 
This  is  a  high  risk,  liigh  opportunity 
speculation,  but,  depending  where 
Sinclair  is  selling  at  the  time  this  col- 
umn is  read,  the  profit  potential  may 
outweigh  the  risk. 

Ci'rru  Corp.  could  be  another  spe- 
cial situation.  This  company  has  been 
stood  up  three  times  at  the  altar  in 
the  past  couple  of  years,  first  by  Ueth- 
lehem  Steel,  then  by  Essex  Wire  antl 
most  recently  by  Standard  Oil  of  In- 
diana. Obviously,  the  bride  is  anxious, 
willing  as  well  as  desirable,  l)nt  there 
was  always  a  last  mimite  hitcli.  The 
marriage  with  Indiana  Standard  has 
been  postponed  rather  than  cancelled, 
the  reason  being  Cerro's  heavy  in- 
volvement in  Peru  whose  unlriendK 
attitude  towards  the  U.S.  in  general 
and  International  Petroleum  (a  Jersey 
Standard  subsidiary)  in  particular  has 
.cast  a  dark  shadow  over  Cerro's  posi- 
tion in  that  country.  However,  in  con- 
trast to  International  Petroleum,  Ger- 
m's relationship  with  the  PeruNian 
authorities  has  been  good  for  a  great 
many  years,  and  management  is  con- 
fident, or  at  lea-^t  hopeful,  that  the 
present  tension  will  subside  in  the 
near  luture. 

Meanwhile,  because  of  the  post- 
IKjnement  of  the  wedding,  the  price 
ot  Cerro  has  plunged  from  its  high 
i)f  over  52  in  January  to  below  -37 
a  month  later.  With  1968  earnings 
of  $4.48  a  share  and  similar  profits 
in  sight  for  the  current  year,  Cerro 
is  a  political  rather  than  a  general 
market  speculation.  ■ 


Thii  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  oj  these  secitritim 
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Price  100% 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Shape  of  Things  To  Come 


On  Jan.  15,  readers  may  recall,  this 
column  questioned  that,  despite  an 
emerging  credit  squeeze,  the  stock 
market's  retreat  from  its  1968  highs 
was  likely  to  degenerate  into  an  all- 
out  bear  market  such  as  that  of  1966 
which  threw  the  Dow-Jones  indus- 
trials for  a  250-point  loss.  Neverthe- 
less, as  I  pointed  out  on  Feb.  1,  there 
were  some  reasons  for  thinking  that 
the  setback  could  carry  the  Dow 
deeper  into  the  800s  than  seemed 
likely  at  the  time.  In  the  Mar.  1  col- 
umn I  thought  that  the  second  phase 
of  the  reaction,  into  the  Dow  900- 
870  range,  was  about  to  materialize. 
Now,  at  press  time  for  Forbes'  current 
issue,  it's  plain  that  this  second  down- 
leg  is  well  under  way.  This  brings 
us  face  to  face  with  the  crucial  ques- 
tions of  whether  the  reaction  will, 
sooner  or  later,  reach  still  lower  levels 
and  whether  it  will  tack  on  yet  an- 
other (third)  intermediate-downtrend 
phase,  which  would  extend  it  to  major- 
trend  dimensions  and  qualify  it  for 
classification  as  a  bear  market. 

Gains  in  '69 

On  nontechnical  grounds,  a  fair 
case  could  be  made  at  this  time  for 
the  view  that  the  Dow  is  probably 
cheap  enough  in  the  upper  800s  to 
justify  careful  new  purchases  for  the 
longer  pull.  Current  estimates  of  full- 
year  1969  corporate  earnings  (after 
taxes)  generally  envisage  some  gains 
over  the  1968  total,  and  even  bear- 
ishly  inclined  analysts  are  looking  for 
the  industrials  to  earn  over  $62.50 
"per  share"  this  year  as  against  about 
$59  for  1968.  Thus,  at  870,  the  Dow 
would  be  priced  at  around  14  times 
estimated  earnings,  an  attractive 
enough  multiple  and  one  that  would 
seem  to  imply  relatively  limited  down- 
side risk,  considering  that  the  1966 
bear  market  bottomed  with  the  Dow 
near  13  times  that  year's  earnings.  It 
seems,  moreover,  not  unreasonable  to 
argue  that  the  average  multiple  is  un- 
likely to  drop  as  low  as  it  did  three 
years  ago  because  the  credit  squeeze 
will  probably  not  be  pushed  to  the 
"crunch"  stage,  as  it  was  in  1966. 

There  are,  however,  some  weak 
points  in  this  rather  comfortable 
thesis.   Even  though  a  credit  crunch 

Mr.  Schuiz  Is  a  partner  In  the  New  York 
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may  be  avoided,  monetary  restraint 
-  probably  must  be  expected  to  remain 
forceful  through  most  or  all  of  the 
next  three  quarters,  and  possibly 
longer.  This  would  provide  the  kind 
of  setting  in  which  price/earnings 
multiples  traditionally  tend  to  dechne. 
Moreover,  it  seems  likely  that  this 
year's  trend  of  quarterly  corporate 
earnings  (seasonally  adjusted)  will 
drop  from  a  peak  in  either  the  first 
or  the  second  quarter  and  may  show 
little  or  no  new  vigor  until  next  year, 
especially  if  the  surtax  stays  on  and 
if,  as  some  now  fear,  the  1%  invest- 
ment tax  credit  is  suspended  again 
(as  in  1966). 

Under  such  conditions,  investors, 
who  normally  try  to  discount  develop- 
ments about  six  months  ahead  of  time, 
could  expect  to  draw  little  encourage- 
ment from  earnings  prospects  for  the 
next  several  months,  possibly  not  un- 
til after  Labor  Day.  In  the  meantime, 
quarter-to-quarter  and  year-to-year 
earnings  comparisons  for  many  corpo- 
rations are  likely  to  be  at  best  lack- 
lustre affairs.  The  whole  background 
may  be  such  as  to  favor  lower  rather 
than  higher  earnings  multiples.  Be- 
sides, it  may  be  well  to  allow  for 
some  cutback  in  1969  earnings  esti-  j 
mates  as  the  year  wears  on. 

Adding  it  all  up,  on  the  prospective 
fundamentals  I  would  lean  to  the 
view  that  the  stock  market's  decline 
from  its  1968  peak  is  more  likely  to 
terminate  below  than  above  Dow  870, 
with  some  possibility  that  the  bottom 
will  be  located  above  the  March  1968 
reaction  low  (Dow  825),  perhaps 
near  Dow  840,  or  at  about  ISM  times 
the  current  1969  earnings  estimate  of 
some  $62.50  and  about  14  times  a 
reduced  $60  projection.  That  would 
bring  the  Dow's  total  decline  from 
last  year's  high  to  around  15%,  much 
less  than  1966's  25%  drop  (and  thus 
perhaps  an  underestimate?). 

From  a  strictly  technical  viewpoint, 
the  situation  is  now  as  follows:  After 
a  first,  relatively  modest  (6.5%)  down- 
leg  to  a  January  low  at  Dow  921  and 
a  rather  anemic  (less  than  3.5%) 
rally  to  a  February  high  at  Dow  952, 
a  second  downtrend  phase  swiftly 
unfolded  during  the  final  half  of  last 
month.  This  slide  was  preceded  by  a 
trend  divergence  between  the  Dow 
and  the  daily  New  York  Stock  Ex- 
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change  advance-decline  index  (a 
measure  of  majoriU'  trend  direction) 
of  the  sort  which  has  often  foreshad- 
owed sharp  intermediate-trend  de- 
clines ranging  around  lO'c  for  the 
Dow.  On  precedent,  one  would  thus 
expect  this  second  downleg  (from 
952  on  the  Dow)  to  end  near  870, 
probabK  in  a  Hurry  of  repeated  cli- 
mactic selling. 

but  it  has  also  become  apparent 
that  this  douTitrend  phase  is  almost 
certain  to  produce  a  Dow  Theor>  bear- 
market  "signal."  The  signal  would 
"flash'  once  the  DJ  railroad  average 
follows  the  industrials  to  a  le\el  below 
its  January  reaction  low  ^260),  after 
ha\ing  posted  a  new  bull  market  high 
in  February  without  conhnnation  from 
similar  action  in  the  industrials.  I  sus- 
pect that  the  rails  will  ha\e  broken 
260,  and  thus  touched  off  the  signal, 
before  you  read  this. 

VVoif   &   See 

1  am  not  as  a  rule  overly  uiiprcssed 
by  Dow  Theory  bear-market  signals. 
Quite  often  the>  appear  too  late  in  a 
major  downtrend  to  be  very  helpful. 
Usually,  too,  they  occur  at  a  point 
where  a  second  intermediate  down- 
trend is  pretty  tar  along  toward  com- 
pletion and  where  the  added  selling 
pressure  they  provoke  can  hasten  the 
establishment  of  a  tecluiical  c-onditioii 
so  drastically  oversold  that  the  market 
can  promptly  stage  a  more  than  nom- 
inal rally.  (This  phase  may  be  at  hand 
when  the  current  Fokbes  reaches  you. ) 

But  this  year,  as  in  1966,  against  a 
background  of  steadily  tightening 
money  and  credit,  it  seems  necessary 
to  take  a  Dow  Theory  bear  market 
seriously,  at  least  to  the  extent  of  ex- 
pecting a  third  intermediate-down- 
trend leg  after  the  post  signal  rally  has 
petered  out.  If  the  market  approxi- 
mates the  1966  precedent,  this  rally 
will  Uft  the  Dow  at  most  4f-5%,  con- 
ceivably from  somewfiere  near  870  to 
between  900  and  920.  The  third 
downleg  could  then  normally  be  ex- 
pected to  drop  the  average  by  at  least 
10%  again  (in  1966  the  final  drop  was 
18%),  which  suggests  a  possible  low 
under  the  March  1968  "support" 
point  at  825.  It  is  also  worth  noting 
that  any  drop  through  the  August 
1968  low  (870)  would  produce  a  DJI 
chart  profile  that  by  most  lule-of- 
thumb  technical  projections  would 
suggest  an  eventual  bear-market  low 
under  Dow  800. 

Sooner  or  later,  these  dim  technical 
aspects  and  the  relatively  more  en- 
couraging fundamentals  sketched 
above  may  become  reconcilable. 
Meanwhile,  however,  it  seems  clear 
that  long-term  investors  can  still  keep 
their  powder  dry.  ■ 
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precisely  what  is  it? 

PPeCISeiy  those  common  stocks  believed  to  be  most  under- 
valued among  the  hundreds  we  regularly  monitor. 

pP eClSeiy  selected  with  the  aid  of  computer  techniques 
using  data  supplied  by  our  security  analysts. 

PPeCISeiy  employed  in  a  portfolio  management  strategy 
designed  to  keep  money  optimally  at  work  in  undervalued  stocks. 

PPeCISeiy  oriented  toward  capital  gains  investing . . . 
toward  the  search  for  capital  growth  through  eventual  realiza- 
tion of  fundamental  values. 

INVESTECH  is  a  service  of  the  investment  counsel  affiliates  of: 

THE  BOSTON  COMPANY,  INC.   lOO  Franklin  Street 

Boston,  Massachusetts  02106 
Telephone  (617)  542-9450 

INVESTECH  is  intended  for  fundings 

of  $240,000  or  more. 

For  further  information  please  direct  your 

inquiry  to  Department  F2 


Eabon&  Howard 

Special  Fund 

invests  in  both  seasoned  and 

new  enterprises  where  significant  changes 

appear  to  be  taking  place 

Growth  Fund 

invests  in  a  limited  number  of 
quality  growth  stocks 

These  two  Eaton  &  Howard  funds  offer  the  prospect  of  greater-tfian-average 
growth . . ,  and  risk.  For  a  prospectus,  ask  your  investment  dealer  or  mail  coupon. 


Eafcon  &  Howard,  he 

24  Federal  Street,  Boston,  Mass.  021 10,  Dept.  F-1 

Please  send  prospectus  and  latest  quarterly  report  on 
D  SPECIAL  FUND        D  GROWTH  FUND 


I      Nome. 

t 

Street. 

■     Stote_ 


-Z.p. 


_City 

Phone. 
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CAN  YOU  NAME 

LAST  WEEK'S 

25  TOP  STOCKS 

IN  RELATIVE  PRICE 

&  VOLUME  ACTIVITY? 

How  were  the  stocks  currently  of  interest 
to  you  ranked  in  this  important  Indicator  of 
relative  market  action? 

As  an  ActionMasferTM  subscriber,  you  would 
have  had  this  information  in  your  hands  by 
Monday  moming-in  time  to  do  something  with 
it! 

The  weekly  ActionMaster  report,  compiled  from 
one  of  the  largest  computerized  "banks"  of 
stock  trading  information,  pinpoints  those  stocks, 
out  of  all  the  NYSE  and  ASE  stocks,  that  have 
started  a  trend  of  their  own!  Many  serious  in- 
vestors are  calling  ActionMaster  an  "early 
warning  system"  —  an  important  timing  aid 
regardless  of  investment  objectives. 

SPECIAL  TRIAL  OFFER  -  $5 

If  you  have  not  yet  seen  ActionMaster.  take  ad- 
vantage of  our  special  introductory  trial  offer. 
You'll  probably  never  want  to  be  without  it 
again  after  examining  your  first  copy. 


345  Hudson  St. 
N.Y.,  N.  Y.   10014 


ActionMaster 

Please  enter  my  subscription  for  special  2-issue 
introductory  offer.  My  check  for  $5  is  enclosed. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  lime  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  550,000— on  behalf  of  people  uho  recog- 
nize and  can  share  the  risks  and  rew  ards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  SI 00  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record."  and  how 
it  may  help  you  now, simply  write  Dept.  E-32 

THE  Danforth  Associates 

WELLESLEY  hills,  M.\SS.,  U.S.A.  oiiSi 
In\estn>ent  Management    .    Incorporated  19i6 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  New  Investment  Area 


Chance  alwavs  speUs  opportuni- 
ties for  someone.  This  will  also  be 
true  of  1969,  which  probably  will  go 
down  in  historv  as  a  transition  year 
during  which  the  econom\-  sought  a 
new  and  more  stable  base.  In  particu- 
lar. I  believe  that  profit-making  op- 
portvniities  are  de\  eloping  in  the  here- 
tofore impopular  area  of  the  coiporate 
bond  market. 

I'p  to  now ,  in\  estors  ha\  e  been  well 
rewarded  b\  concentrating  their  in- 
terest in  the  equity  rather  than  debt 
market.  E\  en  mediocre  companies  ha\  e 
been  a  better  capital  commitment 
than  have  the  best  coiporate  credits. 
But  the  very  fact  that  a  huge  xolmne 
of  borrowing  has  been  successfully 
marketed  each  >  ear  suggests  that  there 
is  a  hard  core  of  demand.  Its  like- 
wise true  that  neidier  all  of  the  Free 
I  World's  financial  problems  nor  all  of 
I  the  existing  domestic  credit  pressures 
have  been  solved.  But  the  evidence 
that  has  been  accumulating  suggests 
that  this  year's  international  monetary 
difficulties  will  not  be  of  last  year's 
magnitude.  Futhermore,  there  are 
background  forces  that  point  to  lower 
rather  than   higher   interest  rates   bv 


summer. 


Constructive   Forces 


Li  particular,  it  seems  to  me  that  a 
new  look  is  dev  eloping  witli  respect  to 
each  of  the  forces  that  have  contri- 
buted to  past  inflationary  pressures 
and  the  concurrent  bear  market  in 
bond  prices.  For  example,  on  the  de- 
mand side  of  the  equation,  with  in- 
dustry having  improved  its  liquidity 
and  its  cash  generating  abihties  high, 
there  is  little  question  but  that  cor- 
porate borrowing  needs  will  decline 
again  this  >ear.  Similarly,  irrespective 
of  whether  the  Government  has  a 
small  deficit  this  fiscal  year  and  next, 
the  Treasury's  borrowing  needs  will 
be  sharply  lower  than  in  the  past  two 
years.  In  like  vein,  even  if  peace  in 
\"ietnam  continues  to  be  delayed,  the 
fact  remains  that  defense  spending 
has  levelled  off  and  the  war's  impact 
is  easing.  Futhermore.  the  Federal  Re- 
serve Board's  current  policy  of  credit 
restraint  contrasts  sharply  with  its 
1967-68  expansion ar>'  policy  that  stim- 
ulated the  economy. 

Mr.  Lurie  is  ■  partner  in  the  New  York  Slocit 
Exchange    firm   o)    Josephthal    ft    Co. 


In  addition,  I  think  it  is  worth  not- 
ing that  wage-price  pressures  should 
be  much  smaller  this  year  than  last, 
not  only  because  a  smaller  number  of 
workers  are  involved  in  1969  contract 
negotiations,  but  because  the  1968 
settlements  resulted  in  heavy  first-\  ear 
costs.  In  tmn,  this  can  mean  two 
things:  Unit  labor  costs  won't  rise  as 
much  as  in  1968,  and  the  over-all 
piice  pressures  will  be  less.  Lastly, 
there  is  little  question  but  tliat  tlie 
lapidity  of  our  economic  growth  in 
the  past  year  and  a  half  in  itself  con- 
tributed to  over-all  inflationary  pres- 
sures. Thus,  the  prospect  of  a  busi- 
ness slowdown  can  be  a  constructive 
influence  on  the  bond  markrt. 

Higher-Grade  6ond.< 

Obviously ,  tliis  is  only  one  side  of 
the  coin;  there  are  potential  debits  as 
well.  But  if  my  argimient  is  sound,  it 
could  result  in  capital  gains  opportu- 
nities. Bonds  require  smaller  margin 
than  common  stocks,  and  a  \%  change 
in  tlie  interest  rate  structure  could  re- 
sult in  a  lO-to-15-point  bond-price  in- 
crease. To  some  extent,  the  question 
of  which  issues  are  the  better  calcu- 
lated risks  is  a  matter  of  personal  re- 
quirements and  objectives.  The  follow- 
ing brief  hst  of  bonds  with  a  6%  or 
better  current  yield  is,  however,  illus- 
trative of  the  credits  that  are  avail- 
able in  what  might  be  termed  the 
higher  grade  section  of  the  market- 
place: Corn  Products,  4%  1983;  Gen- 
era/ Motors  Acceptance,  5s  1981;  Gen- 
eral Telephone,  6!i  1981;  Household 
Finance  4'/»  1981:  Liggett  i:-  Myers  6s 
1992;  Standard  Oil  (Ind.)  6s  1998. 

In  past  years,  a  constructiv  e  view  of 
the  bond  market  almost  automatically 
implied  a  negative  view  of  the  out- 
look for  the  stock  market.  This,  how- 
ever, isn't  necessarily  the  case  today 
in  that  an  improvement  in  bond  prices 
would  reflect  lessened  fear  of  a  1966 
type  credit  crunch  (among  other 
things).  My  point  is  that  it's  easy  to 
overgeneralize  and  arrive  at  an  erron- 
eous conclusion.  Illustrative  of  the 
point:  While  a  broad  constructive  case 
is  still  on  the  defensive,  the  fact  re- 
mains that  this  has  been  a  conglomera- 
tion of  many  individual  markets  rather 
than  one  stock  market.  Similarly,  al- 
though the  threat  of  special  tax  and 
other  legislation  aimed  at  conglomer- 
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Why  does  VALUE  LINE 

stand  out  among 

investment  advisory 

services? 


Because  The  Value  Line  Investment 
Sorvey  is  tlie  only  investment  advisory 
service  that  systematically  and  objective- 
ly rates  each  of  1400  widely -held  com- 
■oo  stocks  weekly,  relative  to  all  the 
others,  into  one  of  6ve  groups  on  four 
counts: 

l.The  stock's  probable  market  per- 
formance in  the  next  1 2  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  inconne  (yield)  m  ihe  next  12 
months 

4.  Its  quality  (i.e..  its  dependability 
over  the  very  long  term-beyond  5 
years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-monih  perform- 
ance. 3-5  year  potential  and  yield  Each 
stock  IS  graded  from  A  plus  to  C  minus 
for  quality  The  1400  stocks  include 
nearly  every  common  stock  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and  the 
Ovcr-the-Countcr  markets  Ratings  of 
probable  future  price  performance  arc 
based  almost  entirely  on  fundamentals- 
relative  price  earnings  ratios  and  relative 
growth  rates  These  ratings  are  not  in- 
fallible But  they  have  been  right  in  such 
a  high  percentage  of  cases— for  reasons 
that  are  logical-that  you  owe  it  to  your- 
self to  check  systematically  the  stocks 
you  hold  and.  of  course,  the  stocks  you 
arc  thinking  of  buying  or  selling,  against 
Value  Line's  objective  evaluations 

Value  Line  also  stands  out  because 
Value  Line  makes  it  possible  for  you  to 
determine  objectively  bow  suitable  a 
particular  stock  is  for  you  in  terms  of 
your  personal  investment  goals.  Value 
'Line  uses  a  unique  method  of  assigning 
an  index  number  to  each  of  its  four  rat- 
ings. By  weighting  the  four  index  num- 
bers to  accord  with  your  own  goals,  you 
can  gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  now.  Each  stock 
will  come  out  with  a  personal  suitability 
score  for  you  ranging  from  1 00  (the  high- 
est possible)  down  to  20  (the  lowest  pos- 
sible). 

The  suitability  determination  is  a  per- 
sonal evaluation.  A  stock  that  may  be 
good  for  you  may  not  be  good  for  an- 
other investor  whose  goals  are  different 
from  yours.  If  you  place  appreciation 
as  your  first  objective  and  another  in- 
vestor looks  primarily  for  current  in- 
come, chances  are  the  same  stock  will 
not  suit  both  of  you  equally  well.  You 


want  the  ones  that  are  right  for  you. 

In  addition  to  weekly  ratings  on  1400 
stocks  covering  66  industries.  Value  Line 
publishes  a  full-page  report  on  each  stock 
every  three  months-at  the  rate  of  about 
100  a  week  or  more.  Supplementary  re- 
ports are  issued  between  quarterly  reports 
if  evidence  requires.  Here  again.  Value 
Line  stands  out . . .  you  are  never  left  "up 
in  the  air"  as  to  Value  Line's  current  ap- 
praisal of  a  particular  stock— either  in 
relation  to  all  other  stocks  covered  in 
Ihe  Survey  or  in  relation  to  your  personal 
requirements.  Nowhere  else,  we  believe, 
can  you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report.  Besides  the  four  ratings,  re- 
cent price,  estimated  yield,  and  current 
price  earnings  ratio,  every  report  in- 
cludes the  following  data  for  each  of  the 
company's  last  15  years  (if  available): 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  earnings  per  share 

^  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 


Some  industries  such  as  bank,  saving 
and  loan  and  insurance  have  a  different 
set  of  vital  statistics,  but  their  series  also 
total  19  different  columns— just  as  the 
list  here— for  the  company's  last  1 5  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1952. 
Each  report  is  highlighted  by  a  concise 
500-word  analysis  of  the  company's  busi- 
ness and  the  latest  developments. 

Value  Line  stands  out  too  because  it 
is  so  often  first  in  predicting  probable 
future  events  of  significance  to  investors. 

To  check  this  for  yourself,  note  the  earn- 
ings estimates  for  a  particular  company 
as  attributed  to  "Wall  Street  sources"  in, 
say.  The  New  York  Times  or  The  Wall 
Street  Journal.  More  often  than  not  you 
will  find  Value  Line  made  an  estimate 
months  earlier  that  just  happened  to  be 
close  to  the  estimate  of  those  "sources." 

If  you  wish  to  see  for  yourself  why 
Value  Line  stands  out  among  investment 
advisory  services,  just  fill  in  the  coupon 
below.  If,  for  any  reason.  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days  and 
your  money  will  be  refunded  in  full  and 
at  once.  You  may  receive  Value  Line  for 
Ihe  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for 
$5.  Each  weekly  edition  consists  of  full- 
page  reports  on  about  100  stocks  and 
analyses  of  their  industry  groups  .  .  .  plus 
the  24-page  Weekly  Summary  of  Advices 
&  Index  containing  the  up-to-date  rat- 
ings on  all  1400  stocks  plus  the  8- 
page  Selection  &  Opinion  editorial  sec- 
tion .  .  .  plus  the  monthly  Special  Report 
on  insider  transactions  and  the  quarterly 
Special  Report  on  mutual  fund  transac- 
tions issued  during  the  term  of  your  sub- 
scription. 

BONUS.  With  the  annual  or  three- 
month  subscription.  Value  Line  will  ship 
to  you  immediately  the  2-volume  In- 
vestors Reference  Library,  which  will 
give  you  the  latest  full-page  reports  on  all 
1400  stocks  published  prior  to  your  sub- 
scription. 

In  fairness  to  regular  subscribers,  who  pay  $167 
a  year  for  The  Value  Line  Inveslment  Survey, 
we  cannot  make  the  J5  introduaory  subscrip- 
tion available  to  those  who  have  already  had 
such  a  4-wk.  subscription  within  the  past  6  mos. 


I 1  ONE  YEAR- $167 


I      I  3-MONTH  TRIAL-$  44 


(52  EDITIONS)  I I  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus— the  2-volume  Investors  Reference  UtKary 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Paynr>ent  enclosed  C  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription   to  the  full 
service   for    $5.    I    enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-30 


City. 


. State . 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residertts, 
please  add  5%  sales  tax;  other  NY.  State  residertts,  add  applicable  safes  tax.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 

No  assignment  will  be  made  of  this  agreement  without  subscriber's  consent. 
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Thi»  announcetntnt  i$  not  an  offer  to$cltnor  the  solicitation  of  an  offer  to  buy  any  of  th€$e  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  14.1969 


2,400,000  Shares 

(P>r  Valur  12.00  Per  Share) 


Westcoast  Production  Co.  Ltd. 

1,920,000  Shares  are  being  offered  in  the  United  States. 
480.000  Shares  are  being  offered  in  Canada. 


Price  $10  (U.  S.)  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
onty  such  of  the  several  undertcriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  m  .<t«c/i  Slate. 


Eastman  Dillon,  Union  Secirities  &  Co. 


BLYTH  &  Co.,  INC. 


Glore  Forgan,  Wm.  R.  Staats  Inc. 


DREXEL  HARRIMAN  RIPLEV 
HORNBLOWER  &  WEEKSHEMPHILL,  NOYES       KIDDER,  PEABODY  &  CO.       LAZARD  FRtRES  &  CO. 

LOEB,  Rhoaues  &  Co.       Stone  &  Webster  Securities  Corporation       Wertheim  &  Co. 
Nesbitt  Thomson  Seci  rities,  Inc.  Pardbas  Corporation  Bache  &  Co. 

Incorpciraird 

Bear,Stear.ns&Co.    Alex.  Brown  &  Sons    Clark,  dodge  &  Co.    dominick  &  Dominick, 

Incorpoikted  Incorporktrd 

Francis  I.  duPont,  a.  C.  Allyn,  inc.  Eqi  itable  Securities,  Morton  &  Co. 

Incorporated 

W.  E.  HUTTON  &  Co. 


Goodbody  &  Co. 
Johnston,  Lemon  &  Co. 


E.  F.  HuTTON  &  Company  Inc. 
Ladenburg,  Thalmann  &  Co. 


W.  C.  Langley  &  Co. 


Reynolds  &  Co.     Shearson,  H  ammill  &  Co.     G.  H.  Walker  &  Co.     Walston  &  Co.,  Inc. 

Incorporstfd  Incarporklcd 


This  advertisemeni  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Secttrities.  Xo  offering  is 

made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau 

of  Securities,  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the 

Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of  Securities  of  the  State 

of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  said  offering. 
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545,000  Shares 

Four  Seasons  Equity  Corporation 


Common  Stock 

(»1  Par  Value) 


Price  $  1 1  per  Share 


Cofiei  of  the  Prospectm  may  be  obtained  in  any  Slate  from  only  suck  of  Iht  undersigned 
as  may  letally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  Slate. 


Bear,  Stearns  &  Co. 
Dominick  &  Dominick, 

laco<por«tvd 

W.  C.  Langley  &  Co. 
Shields  &  Company 
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Walston  &  Co.,  Inc. 
A.  G.  Becker  &  Co. 

IncorpoTBted 

Goodbody  &  Co. 
R.  W.  Pressprich  &  Co. 
F.  S.  Smithers  &  Co. 


Clark,  Dodge  &  Co. 

I  ocorporvtcd 

Ladenburg,  Thalmann  &  Co. 

Shearson,  Hammill  &  Co. 

Blair  &  Co.,  Inc. 

Estabrook  &  Co. 


Boettcher  and  Company      J.  C.  Bradford  &  Co.      Courts  &  Co. 

First  of  Michigan  Corporation  H.  Hentz  &  Co.  Hirsch  &  Co. 

IncorporstMl 

McDonnell  &  Co.  Rauscher  Pierce  &  Co.,  Inc.  Watling,  Lerchen  &  Co. 


ates  will  undoubtedly  cool  off  the  mer- 
ger movement,  it  could  also  result  in 
intensifying  interest  in  the  more  tra-  I 
ditional  companies  I've  discussed  in 
recent  months.  This  is  where  capital 
has  been  flowing,  and  I  expect  the 
trend  to  continue,  for  the  risk-reward 
ratio  is  more  comfortable  here  than  in 
other  areas  of  the  marketplace. 

A  Good  Risk 

For  example,  I  still  feel  that  the  | 
aerospace  group  will  be  one  of  the 
better  performers  in  1969.  This  on  the 
basis  that,  to  judge  by  the  Korean  ex-  I 
perience,  the  group  advances  when 
war  nears  its  end,  sharply  so  when 
peace  comes. 

In  this  connection,  I  would  like 
to  supplement  my  mid-February  com- 
ments on  General  Dynamics  with 
the  following  points:  1)  It's  my  im- 
pression that  there  is  money  in  the 
fiscal  1970  budget  for  300  additional 
F-111  planes,  supplementing  the  ori- 
ginal contract  for  some  480.  On  this 
basis,  the  company's  1968  F-111  ship- 
ment level  (about  $1.3  billion)  for 
this  plane  should  continue  through 
1970.  2)  I  believe  the  shipbuilding 
division,  which  was  heavily  in  the  red 
last  year,  will  be  comfortably  in  the 
black  for  1969  and  thereafter.  There 
is  a  big  new  destroyer  contract  pend- 
ing that  could  ultimately  involve  as 
much  as  $2  billion  to  $2.5  billion 
worth  of  business  (although  the  first 
order  will  be  for  much  less).  While 
there  are  three  bidders,  the  Navy  will 
probably  decide  to  split  up  the  busi- 
ness. 1  believe  the  stock  is  a  good 
calculated  risk. 

On  the  surface,  the  prospect  of  a 
"down"  automobile  year  doesn't  lead 
to  special  entliusiasm  for  Goodyear 
Tire  iy  Rubber.  But  I  believe  the  sur- 
face impression  can  be  misleading. 
The  original  equipment  tire  business, 
as  such,  only  represents  about  40%  of 
the  company's  tire  sales,  which  in 
turn  are  about  65%  of  the  corporate 
total.  With  Goodyear's  chief  problem 
having  been  one  of  capacity,  the  un- 
satisfied demand  that  has  developed 
for  the  company's  new  poKglas  tires 
would  permit  utilizing  any  free  capa- 
city. And  profit  margins  in  this  new 
product  are  higher  than  in  traditional 
tires.  Goodyear  has  another  special 
plus  in  its  foreign  operations,  which 
this  \ear  should  emerge  from  the  prof- 
its plateau  of  the  past  four  \ears.  On 
balance,  it  seems  to  me  that  1969 
profits  could  be  10?  better  than  last 
year's  profit. 

In  m\  opinion  the  most  important 
unknowns  relate  to  the  second  half 
of  the  year,  for  I  still  take  issue  with 
the  standard  forecast  of  a  slow  start 
and  strong  finish.  ■ 
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(Contintieil  from  page  61) 
ized  stocks.  That  will  help  the  stocks  go 
up,  hit  your  net  asset  value  per  share, 
and  make  the  salestnen  push  your 
fund  even  more.  If  \ou  are  nimble 
enough,  you  can  even  go  public  with 
your  management  company,  as  did 
Fred  Carr  of  Enterprise.  That  manage- 
ment company  at  the  end  of  1968  had 
a  market  value   of  $180   million. 

So  successful  has  the  formula  been 
that  one  out  of  every  four  funds  in 
existence  was  registered  in  1968.  The 
trend  has  continued  unabated  into 
1969;  some  175  funds  are  now  await- 
ing SE("  approval.  Fnrthemiore, 
many  of  the  new  funds  are  set  up 
with  special  gimmicks  designed  to 
attract  attention  and  produce  sales. 
The  ctjmpetitive  Capital  Fund  has 
five  different  portfolio  managers  com- 
peting with  one  another.  Another, 
First  Multifund  of  America,  only  buys 
shares  in  other  iunds. 

Still  another,  Fund  ot  Letters, 
will  invest  mainly  in  "letter"  stock 
that  is  unregistered  with  the  SEC; 
it  is  so  called  becau.se  the  buyer 
signs  a  letter  agreeing  not  to  sell  it  on 
a  public  market  for  a  reasonable  num- 
b«^r  of  years.  He  can  only  sell  it  lo 
another  responsible  jierson  willing  to 
sign  a  similar  letter.  Letter  stock  has 
the  advantage  of  a  lower  price.  A  com- 
pany will  sell  it  to  an  institution  at  a 
discount  to  avoid  the  red  tape  of 
registering  it  at  the  SEC.  Hut  its  lack 
of  li(]uidity  seems  directly  opposite  to 
the  original  concept  of  a  nuitual  fund. 

Hut  the  best  sales  gimmick  was 
hero-worship.  Manhattan  was  sold  on 
Tsai  s  personal  record  and  mysticjiie. 
Since  then,  the  public  has  swarmed 
into  fmids  started  by  such  high 
priests  of  money  management  as 
John  Hartwell  of  Hartwell  &  (Camp- 
bell Fund,  Fred  Alger  of  .Security 
E(|uity  Fund,  Doug  Fletcher  of 
Fletcher  Fund,  Fred  (Jarr  of  Enter- 
prise. Says  Arthm  Lipper,  head  of  a 
tund  result-comparing  service  that 
was  brought  into  existence  by  the  new 
interest  in  short-temi  results:  "It  n.sed 
to  be  that  the  public  bet  on  the  horse. 
Today  people  bet  on  the  jockey." 

Produce  or  Die 

All  this  puts  tremendous  pressure 
on  portfolio  managers.  "Some  of  to- 
day's newer  money  managers  are 
buying  new  issues,  warrants,  thinly 
capitalized  issues  and  letter  stock," 
says  institutional  analyst  Meyer  Her- 
man of  Scheinman,  Hochstin  &  Trotta. 
"A  few  will  even  use  leverage,  go 
short,  buy  puts  and  calls"  The  hope  is 
to  push  results  up  quickly,  which  is 
easier  to  do  with  smaller  funds  that 
hold  fewer  issues.  Indeed,  the  sales 
strategy  behind  this  portfolio  strategy 
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WERE  OUTSTANDING?? 

. . .  each  year  since  1961 

FundScope,  the  national  monthly  mutual  fund  magazine  takes  a  cold  hard  look  at 
the  performance  records  of  375  mutual  funds  and  comes  up  with  some  eye  opening 
data.  Included  in  this  tabulation  are  so  called  Go-Go  funds,  No-Load  funds  and 
funds  little  known  except  to  professional  investors. 

This  dynamic  March  issue  shows  not  only  the  results  tor  each  individual  year 
since  1961,  but  the  TOP  10%  and  BETTER-THAN-AVERAGE  and  BELOW-AVERAGE 
performers  tor  each  year.  You'll  probably  be  surprised  to  see  that  ONLY  1  FUND 
WAS  THE  TOP  FUND  IN  MORE  THAN  1  YEAR ...  And  although  no  single  fund  was 
in  the  TOP  10%  in  all  eight  years,  one  fund  was  there  in  six  of  the  eight  years . . . 
one  in  five  of  the  eight ...  two  hit  the  TOP  10%  in  four  of  the  eight  and  fourteen 
showed  up  in  the  TOP  10%  in  three  of  the  eight  years.  FUNDSCOPE  NAMES  ALL 
THESE  FUNDS. 

While  no  one  fund  performed  above-average  in  all  eight  years,  four  funds  were 
above-average  in  seven  of  the  eight  years . . .  seventeen  in  six  of  eight  and  thirty  one 
funds  performed  above-average  in  five  of  the  eight  years.  FUNDSCOPE  NAMES  ALL 
THESE  FUNDS  as  well  as  the  below-average  performers. 

At  a  glance  you'll  see  the  CONSISTENT  TOP  10%  and  "above-average"  and 
"below-average"  performers  in  both  rising  and  declining  market  periods.  See  how 
your  fund  performed  . . .  compare  it  with  other  funds . . .  with  the  Dow  Jones  Indus- 
trial Average  and  with  the  average  of  all  funds  and  fund  groups. 

If  you  own  any  mutual  funds,  or  are  considering  Investing  in  funds,  you  owe  it  to 
yourself  to  read  this  exclusive  issue.  Not  only  does  FundScope  present  exclusive 
performance  data,  but  it  outlines  the  basic  premises  which  you  must  recognize  if 
you  are  to  become  and  remain  a  satisfied  mutual  fund  investor. 

OTHER  FEATURES  IN  MARCH 

•  MUTUAL  FUND  LEGISLATION  A  special  report  from  our  Washington  correspondent 
on  this  timely  and  controversial  subject  •  FUNDS  &  THE  LAW  FundScope  takes 
a  look  at  the  Congress  ordered  "Institutional  Investor  Study"  •  FOCUS  ON  FUNDS 
provides  a  review  and  description  on  newsworthy  funds,  including  among  others 
COMSTOCK  FUND,  LING  FUND  and  OMEGA  FUND.  •  FUNDS  IN  REGISTRATION  for 
those  interested  in  new  upcoming  funds.  •  FUND  ACTIVITY  highlights  items  of 
interest  on  selected  funds  and  companies  including  GIBRALTAR  GROWTH  FUND, 
TSAI  MANAGEMENT  CORP.,  IFC  FUND  OF  LETTERS,  DREYFUS  and  SHAREHOLDERS 
CAPITAL  CORP. 

SPECIAL  OFFER  (new  trial  subscribers  only) 
Send  just  $12  for  a  3-month  subscription  to  FundScope  including: 

A.  The  March  issue  which  reveals  performance  results  for  each  of  the  past  8  years. 
Enables  you  to  see  which  are  the  consistent  top  performers. 

B.  The  April  MUTUAL  FUND  GUIDE ...  the  biggest  issue  of  the  year.  Over  300  pages 
of  vital  data  on  375  funds  including  their  addresses,  and  numerous  exclusive 
performance  and  statistical  features. 

C.  The  May  issue  featuring  performance  results  for  the  latest  5-year  period,  plus 
regular  "quarterly  performance  review"  and  our  latest  12-month  tabulations. 

PLUS  2  BIG  BONUSES 

1.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  A  special  32  page  reprint  of  FundScope's 
famous  January  issue  featuring  No-Load  vs.  Load  Funds. 

2.  "COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY."  A 
special  article  that  tells  what  is  behind  these  combination  packages  that  are 
increasing  in  popularity. 

ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

FundScope 

Dept.  F-92,  Gateway  East 
Century  City,  Los  Angeles,  Cal.  90067 
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LROWE  PRICE 
GROWTH  STOCK 
FUHDJMC. 

I.  19S0 

A  NO-LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Ocpt.  B 
Baltimore,  Md.  21201 


Growth 
industry  .^^ 
Shares, 
inc. 


since  1946 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus 


I  Growth  Industry  Shares, Inc., Room  1018 

■  6  N.  Michigan  Ave.,  Chicago,  III.  60602 

*  Name 

_  Address 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


City 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  person, illy  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


iTrend 

6.  VALUE 


seems  to  have  worked  beautituUy. 
Last  year,  the  fund  industry  took  in 
a  record  $3  billion  in  net  new  money; 
but  some  two-thirds  of  this  went  to 
smaller  and  newer  funds  representing 
less  than  15%  of  the  industry's  assets. 

Many  big  old-line  funds,  which 
used  to  depend  .solely  on  top  sales 
al)ility,  have  had  to  offer  new  mer- 
chanclise.  Wellington  bought  the  Ivest 
performance  fund  two  years  ago.  Na- 
tional Securities  bought  Fairfield 
Fund,  Putnam  Management  intro- 
duced Putnam  Vista  Fund,  Keystone' 
started  Polaris  Fund,  even  Investors 
Diversified  Services  brought  out  a 
performance  fund,  IDS  New  Dimen- 
sions. 

All  of  these  once-consei"vative  man- 
agements have  latched  onto  the  new 


Fred  Neuwirth 

performance  techniques.  Even  Wad- 
dell  &  Reed's  $1.5-billion  United 
Accumulative  Fund  has  warrants 
in  its  portfolio,  plus  a  smattering  of 
new  issues  and  some  thinly  capitalized 
Amex  stocks.  lUit  it  remained  for  rela- 
tive newcomers  like  Can's  Enterprise, 
Fred  Mates'  Mates  Fund,  Fred  Neu- 
wirth's  Neuwirth  Fund  and  George 
Chestnut's  American  Investors  to  give 
the  new  technicjues  a  real  whirl. 

One  of  these  techniques  is  letter 
stock.  A  fund  buys  letter  stock  at  a 
discount,  marks  it  up  near  the  market 
value  of  the  regular,  unrestricted 
slock.  Result:  instant  performance. 

Another  handy  tool  is  the  new  is- 
sue. In  speculative  markets  like  the 
current  one,  new  issues  can  double 
or  triple  overnight.  Most  investors 
lack  the  infiuence  to  get  more  than 
20  or  50  shares  of  a  new  issue;  but 
the  funds,  with  their  tremendous 
brokerage  business,  can  get  them  in 
big      blocks.      Some      salesmen,      in 


imi!IIIIIIIIIIIIIIIIIIIIIIIIIIIIINIIINIIIIIIIIIIIIIIIIIIIIII!ilUlllllll:";illlllllllllllilllllNilllllll1lill 


WARRANTS 

move  faster  and  further  than  any  other  type  of 
security — both  up  and  down.  Thus,  In  previous 
years.  General  Tire  &  Rubber  Warrants  moved 
from  4>/2  to  206  and  United  Air  Lines  Warrants 
from  4'^  to  126  amid  a  host  of  similar  ex- 
amples, while  a  Martin-Marietta  Warrant  skid- 
ded from  46  Vi  to  14  Vi  with  plenty  of  down- 
side company.  Since  the  outstanding  leverage  of 
Warrants  is  indisputable,  and  since  the  number 
of  actively-trading  Warrants  Is  growing  rapidly — 
141  currently  that  you  should  know  about — with 
more  top-flight  companies  issuing  Warrants;  AMK, 
Gulf  &  Western,  Ling-Temco,  Loew's  etc. — you 
'  should  know  what  Warrants  are,  which  Warrants 
trade  in  today's  market,  and  the  basic  rules  for 
recognizing  opportunities  in  Warrants  (and  dan- 
gers)  when   they   occur. 

The  R.H.M.  Warrant  &  Stock  Sun/ey  -f-  Stocks 
Under  10.  is  one  of  the  largest  and  most  re 
spected  investment  services  covering  the  War- 
rant field,  with  more  than  two  decades  of  ser- 
vice to  investors  under  the  editorship  of  Sidney 
Fried,  a  name  associated  with  the  Warrants  fieid 
in  every  financial  center  of  the  western  world. 
Let  us  tell  you  how  our  service  approaches  devel- 
oping opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  "Stocks  Under  10".  There 
Is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.  For 
your  free  copy,  send  today  to  Warrants,  Dept. 
F-402,  R.H.M.  Associates,  220  Fifth  Avenue, 
New  York.   N.Y.,    10001. 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%   net   and  higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  11-4306 


MARKET    TIMING    and     j 
STOCK    SELECTION 

by   POINT   and    FIGURE   technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors  in  their  market   operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for  Portfolio  F-106. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
150  Broadway  •  New  York  38,  N.  Y. 


90 


FORBES,   MARCH   15,  1969 


a.  tell  customers  they  can  get  new 
les  only  by  buying  the  fund  that 
I   get   them.    In   any  case,   a   fund 
can  bu\  a  new  issue,  sell  it  at  double 
the  price  the  next  day,  then  buy  an- 
other. The  result:  instant  performance. 
Still  another  tool  is  known  as  "park- 
ing." A   takeover  artist   indirectly  in- 
forms several  fa\ored  funds  he  is  go- 
ing to  make  a  tender  offer  for  shares  of 
a  particular  company.  The  funds  ac- 
cumulate the  shares,  and  make  large 
profits  by  going  along  with  the  tender. 

Jusf  Keep  Buying 

But  the  best  path  to  perfonnance, 
however  dangerous,  is  bu\ing  thinly 
capitalized  .Ame.\  or  over-the-counter 
issues.  These  issues  are  so  thin  that  a 
fund  can  almost  make  a  market  in 
them,  thus  influencing  what  the  price 
will  be.  Take  dehcit-ridden  Gale  In- 
dustries. Prior  to  Gales  suspension 
from  the  .Amex.  Keystone  S-4  fund, 
alread>  a  substantial  holder,  was  still 
buying  (he  shares.  .Another  .Amex 
stock,  Milgo  Electronics,  has  suffered 
several  >ears  of  losses  and  had  long 
been  considered  for  delisting.  Yet  one 
major  fund  holder  continued  to  bu\ 
the  few  shares. 

In  such  cases,  the  tunds  ma>  well 
ha\e  more  knowledge  of  the  situation 
than  the  sellers  of  the  stock.  Hut  the 
funds  open  themselves  to  the  suspicion 
of  otfier  motives,  such  as  supporting 
the  price  in  hopes  of  getting  a  fat 
profit.  This  might  be  called  investing, 
or  again  it  might  not. 

The  Amex,  which  by  definition  ad- 
mits stocks  that  are  not  wideK  enough 
held  or  seasoned  enough  to  be  listed 
on  the  New  York  Stock  Exchange, 
has  become  a  favorite  hunting  ground 
for  the  funds.  Last  month,  the  Amex 
listed  103  speculative  securities  which 
it  forbade  its  own  members  to  trade 
in  for  their  own  accounts.  The  puqxjse 
was  to  dampen  excessive  speculation 
in  these  issues.  X'irtually  every  one 
of  the  stocks  was  held  in  the  portfolio 
of  at  least  one  mutual  fund  last  year. 
Some  funds  held  up  to  10%  of  in- 
dividual issues.  "Frankly,"  says  former 
SEC  Chairman  .Manuel  F.  Cohen,  "I 
would  have  liked  the  Amex  to  have 
applied  the  ban  to  all  of  its  securities." 

The  New  York  Stock  Exchange  In- 
dex rose  9%  last  \ear,  the  Amex  Index 
33%.  This  helps  explain  how  so  many 
mutual  funds  last  year  handily  out- 
distanced the  DJI,  which  is  based  on 
30  leading  Big  Board  stocks.  It  also 
explains  why  many  funds,  during  the 
several  trading  days  of  the  decline 
beginning  in  mid-February,  suffered 
declines  per  share  of  8%  and  10%, 
while  the  DJI  fell  only  4%. 

An  example  of  what  has  happened 
to  one  of  the  larger  and  more  aggres- 


OBJECTIVE 

possible  growth  for 
your  investment. 


iSI^ 


^^^tWt!^^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION.  PLEASE  SEND  FREE  PROSPECTUS/LITERATURE  TO: 


ADDRESS 


CITY 


STATE 


7IP 


This  annuuncetnent  is  not  an  utJcr  to  sell  or  a  solicitation  oj  an  offer  to  buy  these  securities. 
The  oDerini  is  made  only  by  the  frospectus. 


New  iNHOe 


$100,000,000 

Bethlehem  Steel  Corporation 

678%  Debentures,  due  March  1, 1999 


Price  99.375% 

and  accrued  intereHl 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  only  from  such  oj  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  suck  State. 


Kuhn,  Loeb  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc.   The  First  Boston  Corporation    DrexelHarriman  Ripley    Goldman,  Sachs  &  Co. 

Incorporated 

Biyth  &  Co.,  Inc.       Eastman  Dillon,  Union  Securities  &  Co.       Glore  Forgan,  Wm.  R.  Slaats  Inc. 
Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeb-Hemphill,  Noyes         Kidder,  Peabody  &  Co. 

Incorporated 

LazardFreres&Co.    Lehman  Brothers    Loeb,  Rhoades  &  Co.    Merrill  Lynch,  Pierce,  Fenner&  Smith 

Incorporated 

Paine, Webster, Jackson&Curtis   Salomon Brothers&Hulzler   Slone&WebsterSecuritiesCorporation 


Wertheim  &  Co. 

February  26,  1959. 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Paribas  Corporation 
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m 
hMANAGEMENT 

YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  m  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about  ,-- 
how  Decision  Man-  ^ 
agement  can  help   / 
you,  let  me  send 
you  the  32-page 
fact-filled  compli-  '^'- 
mentary  booklet 
"Declare  Your 
Own  Dividends." 


SPEAR 
&STAFFINC 

Dept.  MF-315 

Investment  Management  Division, 

Babson  Park,  Mass.  02157 

Yes.  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  wittiout  cost  or  obligation, 
your  complimentary  32-page  booklet 
•DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ 


Name_ 
Street. 
City_ 


.Slate. 


-Zip. 


sive  hinds  is  Eiiteiprise  Fund  (see 
table),  with  assets  of  $956  million. 
In  one  quarter  alone  last  year,  it 
traded  in  nearh'  90  vnilisted  issues. 
All  told,  it  bouj^iit  and  .sold  about  200 
issues,  many  listed  on  the  Amex. 

Furthermore,  some  8%  of  these  is- 
sues were  letter  stocks  and  5%  were 
warrants  or  similar  .secinities.  In  the 
first  two  months  of  1969,  Carr's  fund 
was  ofl  9?,  because  such  issues  have 
been  taking  a  drubbing. 

The  .$34()-million  Connecticut-based 
no-load  American  Investors,  also 
traded  close  to  180  issues  in  one 
quarter  in  1968;  nearly  half  were 
unlisted,  many  had  Amex  labels  and 
a  few  were  letter  stocks.  Last  year, 
however,  American  Investors  failed  to 
live  up  to  "performance"'  standards, 
rising  only  IVL  In  the  first  two 
months  of  1969  it  declined  more  than 
it  gained  all  of  last  \ear. 


Manny   Cohen 

Other  funds,  such  as  X'alue  Line 
Special  Situations  ( S330  million )  have 
also  been  plaxing  the  thin  and  un- 
seasoned issue  game.  For  a  while  it 
was  getting  better-than-average  per- 
formance. At  one  time  during  1968 
VLSS  had  11«  of  its  portfolio  in  letter 
stocks,  ranging  from  Pacific  Plan- 
tronics  to  Oniiont  Drug  &  Chemical 
Ltd.  (The  latter  cost  $625,000  early 
in  1968,  but  was  valued  b\-  the  board 
of  directors  at  $1.1  million)  The  fund, 
up  2,3^  in  196S,  fell  111  in  early  1969. 

Everybody  Plays 

Some  of  the  older  names  are  also 
pla\ing  the  perfonnance  game.  The 
Putnam  Vista  Fund,  assets  now  $94 
million,  run  by  the  $1.7  billion  Put- 
nam Management  group,  ended  its 
first-half   year   of    operation    in    1968 


The  Board  of  Directors 
has  authorized  the  pay-  | 
I   ment  of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  239 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  88 
27  cents  per  share. 

The  above  dividends  are 
payable  March  31,  1969  to 
shareholders  of  record 
March  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  March 
28,  1969. 

PRENTIS  C.  HALE.Treasurer 

February  20,1969 


E.I.DUPONTDENEMOURS&COMPANY 

Wilmington,  Del.,  Fcbroory  17,  1969 
The  Boord  of  Directors  todoy  declored 
regular  quarterly  dividends  of  $1.12V2  a 
stiore  on  ttie  Preferred  Stock — $4.50  Series 
ond  87V2<  a  share  on  the  Preferred  Stock 
— $3.50  Series,  both  payable  April  25. 
t969,  to  stockholders  of  record  at  the 
close  of  business  on  April  10,  1969;  also 
$1 .25  o  shore  on  the  Common  Stock  as  the 
first  quarterly  interim  dividend  for  1969, 
payable  Morch  14,  1969,  to  stockholders 
of  record  at  the  close  of  business  on 
February  26,   1969. 

H.  T.  Bush,  Jr.  Secretary 


Batter  ttitnga  for  better  living 
. .  .through!  ctiemlstry 


in  *" 

qour  mail 


Include 

ZVCOMHUMUItS 
IN  AU  ADMIMO  I 
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with  stocks  like  Gulf  American,  R. 
Hoe,  Minnie  Pearls  Chicken  System 
and  Photon  liberalU  sprinkled  through 
its  portfolio.  The  result:  \'ista  is  down 
16*?  after  eight  weeks  of  1969. 

Still  other  funds  \\ith  important  in- 
\estments  in  these  t>pes  of  stocks 
include  Scudder  Special  Fund,  Chan- 
ning  Special,  .\.\e-Science,  Polaris 
Fund  and  \\  infield  Growth,  to  name 
a  few.  All  are  off  sharply  this  >ear. 

There  is  nothing  inherently  wrong 
with  investing  in  unseasoned,  thinly 
capitalized  ctjmpanies.  In  the  longer 
run  thev  ma\  do  better  as  a  group 
than  blue  chips.  The  trouble  is,  claim 
eonser\ati\e  fundmen,  that  man> 
tund  bu\ers  do  not  reahze  how  specu- 
lative some  funds  ha\e  become.  Said 
one,  the  head  of  a  S5U0-million  east- 
ern tund,  Thev  don't  tell  in\estors 
that  the\  are  bu>ing  new  issues  and 
selling  them  a  few  da\s  later,  nor 
do  the>  tell  shareholders  how  and 
why  they  value  letter  stock  at  arbi- 
trar\  figures  below  market  value  to 
get  instant  performance. '  All  the  SEC 
recjuires  is  that  tunds  indicate  in  the 
annual  report  and  prospectus  that  a 
stock  is  not  income-producmg  and 
that  certain  securities  in  the  portfolio 
are  restricted.  A  tootnote  merely  in- 
dicates that  th,.  value  has  been  de- 
termined by  the  board  ot  directors; 
the  basis  for  valuation  is  not  given. 

There  have  already  been  several 
casualties.  For  e.xample,  when  the 
SEC  ordered  trading  suspended  in 
Omega  Securities,  Omega  by  then 
amoinited  to  some  2()'it  ol  Mates  Fund 
portfolio.  Trading  in  Omega  still  has 
not  resunu'd  alter  many  months,  and, 
with  the  SEC's  permission,  .Mates  has 
temporarily  suspended  tiie  sharehold- 
ers" redemption  privilege  to  avoid  a 
stampede  out  of  the  fund. 

The  .Mates  case  is,  so  far,  an  iso- 
lated happening  to  one  tund  with 
onl\  $16-milIion  assets.  Hut  if  it  shakes 
the  confidence  ol  mutual  hind  buyers 
in  general,  the  whole  industry,  guilty 
and  innocent  alike,  could  suffer.  The 
tund  industry  s  redemptions  last  year 
were  S3. 8  billion.  This  was  less  than 
8%  of  the  industry's  assets,  and  only 
4-i'i  of  last  year's  sales.  But  it  is  also 
higher  than  the  industry's  total  sales 
only  a  few  years  ago.  A  continued 
excess  of  redemptions  over  sales  could 
force  the  whole  market  down. 

It  has  happened  to  Tsai's  .Manhat- 
tan Fund.  Despite  a  39%  gain  in  net 
asset  \alue  in  1967,  it  suffered  net 
redemptions.  This  forced  it  to  sell 
stocks,  which  in  turn  hurt  perform- 
ance. In  1968,  with  tlie  average  fund 
up  l~%  in  net  asset  value,  Manhattan 
declined  7%.  Redemptions  swelled  to 
the  point  where  Manhattan's  $550- 
million  assets  were  shrunk  by  a  third. 


Jhis  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any 
of  these  securities.  Jhe  offering  is  made  only  by  the  Prospectus. 

New  Issue  February  27, 1969 

100,000  Shares 

FILM  CORPORATION 
OF  AMERICA 

Common  Stock 

(Par  Value  $.10  Per  Share) 

Price  $33  Per  Share 

Copies  oj  the  Prospectus  may  be  obtained  from  such  of  the  underwriters 
as  may  legally  offer  these  securities  in  this  State. 

Tessel,  Paturick  &  Ostrau,  Inc. 
Blair  &  Co.,  Inc.  Butcher  &  Sherrerd 

Gregory  &  Sons         D.  H.  Blair  &  Company 
Doft  &  Co.,  Inc.  H.  L.  Federman  &  Co. 

Incorporated 

Hallowell,  Sulzberger,  Jenks  &  Co. 
Herzfeld  &  Stern 


0 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  March  31,  1969: 


All  dividends  are  payable  on  or  be- 
fore   March    31,    1969    to    stock- 
holders of  record  March  3,   1969. 
MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Oividond 

Clast  of  Stock 

Per  Share 

Common 

$    .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  one 
dollar  a  share,  payable 
April  30,  1969,  to  stock- 
holders of  record  at  the 
close  of  business  March 
21,  1969. 

WILLIAM   R.   PHELAN 
Vice    President-Treasurer 
and  Secretary 
February  26.  1969 


r 

■P  Est.    1937 

rlDELI¥Y^ 

AND   LOAN  ASSOCIATION 
Box  1631-22  •  Glendale,  Calif.  91209 

\      P/eose  jend  inlormalion  on:  ^ 

I  n  Savings  Accounts       Q  Check-o-Month  Plan         | 


I  ADDRESS- 
CITY 


-STATE- 


PLEASE    PRINT 


-ZIP. 


22    / 


Thcte  Dcbenturej  u  ere  ofjercJ  anJ  ioU  otitfide  the  Vntted  States.  Thts  advertisement  appears  as  a  matter  of  record  oah . 

$25,000,000 

Equity  Funding  Capital  Corporation  N.V. 

5l'^9f  Guaranteed  (Subordinated)  Debentures  Due  1989 

Convertible  on  and  after  No\xmbcr  1,  1969.  at  $63  per  Sh.ire  into  Gammon  Stock  of.  and  Guaranteed 
(on  a  subordinated  basis)  as  to  Payment  of  Principal,  (and  Premium,  if  any)  Interest  and  Sinking  Fund  by, 

Equity  Funding  Corporation  of  America 


Banquf  de  Paris  et  des  Pays-Bas 


New  York  Securities  Co. 


Banca  Commerciale  Icaliana 


American  Express  Securities  S.  A.     Amsterdam-Rotterdam  Bank  N.V.      ArnholdandS.  Bleichroeder.Inc. 
Astairc  &  Co.  Bache  &  Co.  Baer  Securities  Corporation  Bahamas  Overseas  Bank 

locorporatrd  Limiin] 

Banca  d' America  ed'ItaliaS.p.A.      Banca  diCreditodiMilano      Banca  Nazionale  dell' AgricolturaS.p.  A. 
Banca  Nazionale  del  Lavoro  Banca  Provinciale  Lombarda  S.p.A.  Banco  Ambrosiano  S.p.A. 

Banco  di  Roma  Bank  of  London  &  South  America  Banque  de  Bruxelles  S.A. 

Banque  Europeennc  de  Financemcnt       Banque  Fran^aise  de  Dept)ts  et  deTitres       Banque  Lambert  S.C.S. 
Banque  Mobiliere  et  Industrielle  Banque  Rothschild  Banque  de  Suez  et  de  I'Union  des  Mines 

Banque  Worms  Bear,  Stearns  &  Co.  Berliner  Bank  Berliner  Handels-Gesellschaft 

AkticnjEncllKhafi 

Brinckmann.Wiru&Co.    Burkhardt&Co.    Cazenove&Co.    Commerzbank     LaCompagnieFinanciere 

Akticngf%cllKhafi 

Credito  loliano  Den  Danske  Landsmandsbank 


Dominick  &  Dominick  (Underwriting) 


Credit  Commercial  de  France  S.A. 

The  Deltec  Banking  Corporation 

Eastman  Dillon,  Union Securities&  Co.      Euramerica-Finanziarialnternazionale, S.p.A.      Fleming-Suez 

Guinness  Mahon  &  Co.  Hambros  Bank  Hill,  Samuel  &  Co.  W.  E.  Hutton  Underwriting 

LimiinJ  I  imitni  Limiccd  Limited 

International  Merchant  Bank  Istituto  Bancario  San  Paolo  di  Torino  Kleinwort,  Benson 

Limited  Limited 

Kredieibank  S.A.  Luxembourgeoise  Lehman  Brothers  Loeb,  Rhoades  &  Co.  Mees  &  Hope 

Model.  Roland  &  Co.,  Inc.  Samuel  Montagu  &  Co.  de  Neuflize,  Schlumberger,  Mallet  &  Cie 

Limited 

New  York  Hanseatic  International  Ltd.  New  York  Securities  International 

Limited 

Paine,  Viebber.  Jackson  &  Curtis  Paribas  Corporation  Pierson,  Heldring  &  Pierson 

N.  M.  Rothschild  &  Sons  Rowe  &  Pitman  Salomon  Brothers  &  Hutzler 

Sal.  Oppenheim  jr.  &  Cie  J.  Henrj'  Schrcxler  Wagg  &  Co.  Seiden  &  de  Cuevas 

Limited  Itiiotporjted 

Singer  &  Friedlander     Skandinaviska  Banken     Societa  Nazionale  Sviluppo  Imprese  Industrial!  S.p.A. 
Stockholms  Enskilda  Bank  Strauss,  Turnbull  &  Co.  Svenska  Handelsbanken 

Ufitec  (London)  Limited  Walston  &  Co..  Inc.  S.G. Warburg  &  Co.  S.G.Warburg  &  Co. 

Fraokfurt  Limned 

Wescdeutsche  Landesbank  Girozenirale  White,  Weld  &  Co. 

Fcbrtur)  6. 1969 


(divi(den(d  notice 


MIDDLE   SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  22^ 
per  share  on  the  Connmon  Stock,  payable  April  1,  1969,  to 
stockholders  of   record  at  the  close  of  business  March  13,   1969. 

February  27,  1969  I  J^'^^^-^'TZGERALD 
I  Secretary 

THE   MIDDLE  SOUTH   UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Powers  Light  Company      New   Orleans  Public    Service    Inc 


"Gerry  couldn't  possibly  li\'e  up  to 
the  kind  of  performance  expectations 
that  were  whetting  the  pubHc's  ap- 
petite," says  one  rival  fundman.  "But 
he  didn't  reach  as  much  for  the  kind 
of  stock  some  of  the  >'ounger  go-go 
guys  are  buying."  One  stock  Tsai  and 
16  other  funds  did  hold  was  R.  Hoe, 
which  has  both  "A"  and  "B"  stock.  It 
was  suspended  from  the  Amex,  and 
when  it  began  trading  again  in  early 
March,  the  "A"  closed  at  ISJi,  off  1559, 
and-  the  "B"  at  20)^,  off  29?i. 

And  if  the  redemptions  force  funds 
to  sell?  Consider  the  case  of  one  stock 
popular  with  the  funds.  National 
Patent  Development.  The  company 
never  earned  a  dime,  yet  funds  own 
20%  of  the  stock,  management  another 
15%.  There  are  only  760,000   shares 


Fred   Mates 

outstanding.  It  once  sold  at  nearly 
200,  but  now  is  down  to  75  bid. 

"We've  made  a  profit  on  it,"  says 
one  fund  manager,  "because  we 
bought  it  at  50.  The  only  trouble  is, 
we  couldn't  sell  it  now  without  break- 
ing the  market.  I  wished  to  hell  we 
had  lightened  our  position  while  it 
was  going  up." 

Eight  other  funds  own  National 
Patent.  What  would  happen  if  they 
were  forced  to  sell? 

Seven  years  ago,  in  innocent  1962, 
such  a  worry  was  not  even  conceiv- 
able, because  the  funds  mainly  held 
blue  chips,  where  the  market  was 
broad,  and  bu\ers  always  were  to  be 
found.  The  perversion  of  the  original 
mutual  fund  concept  can  only  end  in 
troubles  for  the  whole  mutual  fund 
industry,  and  for  investors  in  general. 
The  sooner  it  ends,  the  better.  ■ 
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XHOQvjrH  lb...  BUSINESS  OF  LIFE 


The  course  of  the  seasons  is  a  piece 
of  clockwork,  with  a  cuckoo  to  call 
when  it  is  spring. 

— Georg  Lichtenberg 


Wide  flush  the  fields;  the  softening 
air  is  balm;  echo  the  mountains 
round;  the  forest  smiles  and  every 
heart  is  joy.  — James  Thomson 


Sq  then  the  year  is  repeating  its  old 
story  again.  We  are  come  once  more 
to  its  most  charming  chapter. 

— Goethe 


The  common  curse  of  mankind — 
folly  and  ignorance.     — Shakespeare 


Wlio  likes  not  his  business,  his  busi- 
ness likes  not  him. 

— William  Hazlitt 


An  individual  is  more  apt  to 
change,  perhaps,  than  all  the  world 
around  him.  — D.\niel  Webster 


A  man's  wisdom  is  his  best  friend; 
folly  his  worst  enemy. 

— William  Temple 


A  man  who  cannot  mind  his  own 
business  is  not  to  be  trusted  with  the 
king's.  — George  Savile 


Energy,  like  the  Biblical  grain  of 
mustard  seed,  will  move  mountains. 
— HosEA  Ballou 


Initiative    is    to    success    what    a 
lighted  match  is  to  a  candle. 

— O.A.  Battista 


If  we  fasten  our  attention  on  what 

we   have,   rather   than   on   what   we 

lack,  a  very  little  wealth  is  suflicient. 

— Francis  Johnson 


It  doesn't  take  great  men  to  do 
things,  but  it  is  doing  things  that 
makes  men  great. — Arnold  Glasow 


^'irtue  proceeds  through  effort. 

— Euripides 


B.  C.  FORBES 

If  you  don't  drive  your  busi- 
ness, you  will  be  driven  out  of 
business.  The  man  who  stands 
still  is  passed  by  the  procession. 
The  prize  is  for  the  alert,  for  the 
enterprising,  for  the  farsighted, 
for  the  energetic,  for  those  quick 
to  adapt  themselves  and  their 
organizations  to  new  and  chang- 
ing conditions. 


Whoever  fails  to  tuin  aside  the  ills 
of  life  by  prudent  forethought  must 
submit  to  the  course  of  destiny. 

— Johann  Schiller 


If  you  are  idle  you  are  on  the  way  to 
ruin,  and  there  are  few  stopping 
places  upon  it.  It  is  rather  a  precipice 
than  a  road. 

— Henry  Ward  Beecher 


My  own  busines;  always  bores  me 
to  death;  I  prefer  other  people's. 

— Oscar  Wilde 


A  man  who  is  very  'busy  seldom 
changes  his  opinions. 

— Friedrich  Nietzsche 


Content  makes  poor  men  rich;  dis- 
content makes  rich  men  poor. 

— Benjamin  Franklin 


Idleness  is  the  key  of  beggary  and 
the  root  of  all  evil. 

— Charles  Spurgeon 


Contentment  gives  a  crown  where 
fortune  hath  denied  it.    — John  Ford 


The  only  thing  constant  in  life  is 
change.  — La  Rochefoucauld 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


There  is  also  an  honest  and  neces- 
sary idleness  whereby  good  men  are 
made  more  apt  and  ready  to  do  their 
labors  and  vocations  whereunto  they 
are  called.         — John  Northbrooke 


Better  sit  idle  than  work  for  nought. 
— Scottish  Proverb 


A  Text . . . 


Sent  in  by  Richard  L.  Carl- 
son, East  Hartford.  Conn. 
What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders 
of  texts  used. 


Not  that  I  speak  in  respect  of  want: 
for  I  have  learned,  in  whatsoever  state 
I  am,  therewith  tQ  be  content. 

PHILIPPI.\NS   4:11 
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number  and  the  amount  of  the  transaction  on  the 
Touch-Tone  phor.^  buttons. 

The  computer  instantly  checks  its  memory  and, 
if  ail  is  in  order,  gives  the  spoken  reply:  "Credit 
approved!" 

Reports  Richard  B.  Howland,  Senior  Vice  Presi- 
dent of  American  Express;  General  Manager  of 
the  Credit  Card  Division:  "By  tying  our  computer 
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How  can  you  make  your  phone  come  alive? 

Ask  your  Bell  System  Communications  Consul- 
tant how  our  network  can  go  to  work  for  your  busi- 
ness You'll  find  him  at  your  Bell  "telecommunica- 
tions'  business  office. 
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from  the  cyclone, 
to  keep  air  clean. 
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Maybe  you  thought  cyclones  always 
raised  dust.  Not  Texaco  cyclones.  They 
lay  dust— and  keep  air  clean.         -! 

Some  30  Texaco  refineries  world- 
wide use  catalytic  crackers  to  increase 
the  yield  of  high-octane  gasorine.  The 
catalysts  used  are  too  valuable  to 
waste.  When  they  become  covered  with 
carbon,  they  are  regenerated  by  burnyag  : 
off  the  soot.  This  process  could  whip 
up  a  cloud  of  dust.  It  doesn't.  ., 

To  trap  the  catalyst  dust,  a  stream     | 
of  gas  is  injected  into  cylindrical 


vessels  called  multistage  cyclones. 
Being  injected  at  an  angle,  the  gas 
swirls  around  the  cylinder.  Centrifugal 
force  hurls  the  catalyst  particles  to 
the  sides  of  the  cylinder,  where  the  dust 
drops  to  the  bottom.  Thus  Texaco 
cyclones  trap  more  than  99.7  percent  of 
the  dust  that  might  otherwise  invade 
the  ^r. 

Taking  dust  for  a  ride  is  just 
one  example  of  how  all  of  Texaco 
Refineries— 63  of  them,  located  in  34 
"  tries  throughout  the  Free  World- 


carry  out  their  commitment  to  the 
Company's  objective  of  conserving  . 
air  and  water  resources  of  every 
community  where  Texaco  is  a  corp  ai 
citizen. 

Whenever  some  new  idea  for  t- 
serving  the  natural  environment  c  it 
along,  we  give  it  a  whirl. 


Texaco  offers  challenging  careers  to  qualified  college  gjfeuates.  Write  to  Recruiting  Coordinator,  Texaco  Inc.,  Box  52332.  Houston,  Texas 
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Side  Lines 


The  Mark  of  a  Man 

In  \  TIME  when  takeover  artists  and  hot-stock  money  men  are 
Uetting  most  of  the  headhnes,  pause  a  moment  and  ponder  this:  Most 
really  great  businesses  were  not  built  overniglit  out  of  financial 
gimmicks.  They  were  built  systematically  out  of  that  unchanging 
ingredient,  business  acumen — and  usually  by  a  single  personality  of 
uncommon  vision.  We  were  set  to  thinking  about 
this  the  other  day  as  we  began  the  often  boring 
task  of  poring  through  the  early  harvest  of  1968 
aiimial  reports. 

\\  hat  got  us  on  this  track  was  the  annual 
report  of  the  Georgia-Pacific  Corp.  If  you  know 
any  recent  business  history,  you  can't  read  it 
without  being  reminded  of  Owen  Robertson 
Cheatham  {right)  the  company's  founder-father 
and  now  its  honorary  chairman  and  chairman  ol 
Its  e.\ecutive  committee.  Like  a  handful  of  other 
now  semi-retired  giants — Hob  Woodruff  of 
Coca-C'ola,  for  e.xamplc — Cheatham  truly  has  put 
his  stamp  indelibly  upon  the  company  he  built. 

Combining  shrewd  business  tactics  and  finan- 
cial   imagination    of    a    high    order,    he    nursed, 

guided  and  prodded  C-P  from  a  small  ($35  million  a  year),  family 
plywood  operation  to  a  iorest-products  giant.  He  did  it  in  the  .space 
ol  20  years  after  its  listing  on  the  New  York  Stock  E.xchange. 

The  Tesf  of  Time 

We  suppose  that  20  years  .sounds  like  an  unbearably  long  time  to 
today's  younger  generation,  but  remember  this:  Today's  instant  busi- 
ness empires  have  yet  to  prove  they  can  stand  the  lest  of  time.  Unlike 
theirs,  C-P's  growth  was  as  solid  as  the  trees  on  which  it  is  based.  It 
was  created  not  by  conglomeration,  but  by  planned,  systematic 
tliveisification,  acquisition  and  internal  expansion.  In  a  cover  story 
in  I960,  FoHBiis  called  Cheatham  "one  of  the  few  authentic  business 
geniuses  in  American  industry  today."  We  thought  back  on  that 
phrase  while  perusing  G-P's  1968  annual  report,  it  showed  a  solid, 
16%  gain  in  sales  that  swept  CNF  past  the  $l-billi()n  mark.  And  a  31% 
gain  in  earnings.  The  people  who  had  early  faith  in  Owen  Cheatham 
have  been  handsomely  rewarded:  $1,000  iincstcd  in  G-P  stock  15 
\cars  ago  would  be  worth  close  to  $40,000  toda\. 

Some  time  ago,  this  soft-spoken  Virgiiiian  handed  over  active 
direction  of  the  company  to  his  successor,  Chairman-President  Robert 
H.  Pamplin,  and  now  spends  most  of  his  time  supporting  and  working 
for  a  long  list  of  worthwhile  public  activities.  Ikit  the  Cheatham 
stamp  remains  on  the  company,  and  his  whole  career — if  you'll 
pardon  us  for  repeating  for  the  thousandth  time  a  favorite  Forbes 
theme — proves  once  again  that  men,  more  than  money,  are  what 
really  count  in  business. 


Middle  South 
Miracle  Beans 


They're  called  "miracle 

beans."  Today  soybeans 

are  used  in  production  of 

foods,  medicines,  paints, 

cosmetics,  and  industrial 

products.  And  much  of 

the  world's  soybean 

production  and  processing 

action  is  in  the  Middle 

South— Arkansas, 

Louisiana  and  Mississippi. 

As  a  matter  of  fact,  Helena, 

Arkansas,  is  the  site  of 

one  of  the  world's  largest 

soybean  mills.  The  soybean 

industry  is  just  one  of  the 

miracles  of  the  Changing 

Middle  South. 
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Trends 

&  Tangents 


WASHINGTON 


9oi//ng  Oil 

W'liile  domestic  oil  profits  should 
be  up  this  year  because  of  price 
increases,  the  industry  may  be 
under  unusually  heavy  attack  from 
Washington.  Senator  Philip  D. 
Hart  (Dem.,  Mich.),  chairman  of 
the  antitrust  subcommittee,  is  hold- 
ing hearings  looking  toward  legisla- 
tion which  would  lift  permissible 
oil  imports  and  domestic  pump- 
ing quotas  to  "give  the  consumer 
a  much  better  price  break."  Sena- 
tor Hart  will  also  be  chairman  of 
a  newly  formed  subcommittee  on 
energy,  natural  resources  and  the 
environment  to  give  him  "more 
scope"  in  going  after  the  oil  com- 
panies. Senator  William  Proxmire 
(Dem.,  Wis.),  chairman  of  the 
joint  economic  committee  wants  to 
go  into  the  "whole  oil-pricing  pic- 
ture." Senator  Edmund  S.  Muskie 
(Dem.,  Me.)  is  working  on  legisla- 
tion to  punish  oil-slick  offenders 
along  seacoasts  and  rivers,  and  with 
Senator  Thomas  Mclntyre  (Dem., 
N.H.)  is  pushing  for  an  oil  free- 
trade  zone  at  Machiasport,  Me. 
And  there  are  even  plans  to  limit 
depletion  allowance  tax  benefits 
{see  p.  51). 


BUSINESS 


"Helpful"  Subordinate 

Executives  who  believe  the  way 
to  get  ahead  is  by  job-hopping 
would  do  well  to  consider  the  ad- 
vice of  one  bright  young  man. 
He's  had  five  promotions  with  the 
same  company  primarily  because 
he's  helped  his  various  bosses  find 
jobs  elsewhere.  "I  don't  always  fill 
the  open  slot,"  he  confesses,  "but 
the  odds  are  good.  Best  of  all,  top 
management  worries  about  the 
turnover  and  tries  to  reward  loy- 
alt\'  by  promoting  from  within." 

Armour  on  a  Diet 

Armour's  1968  assets  (fiscal  \ear 
ended  Nov.  2)  were  $464  million, 
or  about  18«  below  1967's  $570 
million — the  greatest  drop  in  assets 
among  the  50  or  so  largest  U.S. 
companies.  But  at  first  glance, 
there's  a  good  reason:  Armour  sold 
its  fertilizer  business  to  U.S.  Steel 


for  a  price  "in  excess  of  $100  mil- 
lion." Supposedly,  that  accounts  for 
the  $106-million  drop  in  assets. 
But  what  happened  to  the  income 
from  the  sale?  Well,  Armour  re- 
,duced  its  notes  payable  by  about ' 
$29  million,  and  then  spent  about 
$76  million  buying  its  own  stock 
on  the  open  market  to  keep  it  out 
of  the  hands  of  acquirers. 

Lucky  Break 

Unexpected  beneficiary  of  the 
Penn  Central's  operating  troubles 
(■see  p.  16)  is  the  once  threadbare 
Erie-Lackawanna.  Peeved  shippers 
have  shifted  business  to  the  E-L, 
whose  freight  revenues  rose  12%  in 
the  last  nine  months  of  1968. 
But  E-L  Chairman  John  P.  Fish- 
wick  warns  that  the  E-L's  luck 
can't  last:  "The  Penn  Central  has 
the  inherent  capacity  to  provide  a 
superior  type  of  service,  the  quality 
of  which  may  ultimately  suiprise 
the  most  enthusiastic  advocates  of 
that  merger."  He  was  not  just  but- 
tering up  an  old  rival:  He  was 
making  the  point  that  the  E-L's 
long-range  survival  depends  on  ICC 
approval  of  the  C&O-N&W  merger 
— which  would  then  take  in  the 
Erie-Lackawanna. 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 
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City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Barging  Ahead 

The  barge  brsiness  is  now 
booming.  During  the  past  20 
years,  inland  barge  traffic  has  in- 
creased 377?  to  170  billion  tons 
per  >ear.  "barges  now  carr\  9"  of 
all  freight,  up  from  31  in  1945, 
and  volume  c-ould  well  double  by 
1980.  The  reasons  for  this  spectac- 
ular success  are  new  equipment, 
more  efficient  modem  handling 
methods,  plus  government  spending 
for  our  waterwa\s  which  have  al- 
lowed rates  to  sta\  at  the  same 
level  the>  were  at  in  1920.  It 
costs  onl\  three-tenths  of  a  cent 
per  ton-mile  to  move  freight  by 
barge,  compared  with  1.4  cents  by 
rail,  and  6.5  cents  b\-  truck. 

Durable  Symbols 

.Mudt'rn  students  may  be  out 
to  upset  the  Establishment  but 
they  still  buy  that  great  symbol  of 
Establishment  confonnity:  the  class 
ring.  They  happily  shell  out  $18  to 
$30  for  a  high  school  ring,  $22  to 
S39  for  a  c-ollege  ring.  That's  just 
fine  with  Josten's  Inc.,  which 
cranks  out  about  a  million  rings  a 
year  and  ranks  as  a  leading  pur- 
veyor of  yearbooks,  graduation 
announcements,  medals  and  tro- 
phies, hi  the  past  decade,  with  the 
assist  of  ac<iuisitions,  Josten's  earn- 
ings have  more  than  tripled  to  $7.7 
million  on  sales  of  $61  million,  four 
times  that  of  1959. 

Too  Few  Taxpayen 

The  crisis  of  city  finances  may 
put  government  and  ta.x-exempt  in- 
stitutions, such  as  churches  and 
universities,  on  a  collision  course, 
says  the  book  The  Religion  Busi- 
ness by  Alfred  Halk.  "Three  dec- 
ades ago,"  ikilk  points  out,  "only 
about  12*  of  the  real  property  in 
the  U.S.  was  ta.\-e.\empt.  Today, 
the  figure  has  risen  to  301,  with 
valuations  of  more  than  $.325  bil- 
lion." Balk  cites  a  1960  study  that 
showed  liLx-e.xempt  real  property  at 
astronomical  levels  in  the  cities: 
37.51  of  the  real  property  in  Bos- 
ton, 35.91  in  Nashville,  331  in 
New  York,  and  401  in  Philadelphia. 

lost  Resort 

Bank  credit  cards,  with  which 
you  can  charge  everything  from  a 
pair  of  pants  to  an  airplane  trip, 
are  taking  business  away  from 
small-loan  companies.  But,  says 
Beneficial  Finance  Vice  President 
Robert  A.  Tucker,  "At  some  point 
the  fellow  gets  so  far  extended  with 
other  creditors  he  comes  back  to 
us.  We're  still  the  lender  of  last 
resort."  ■ 
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WE  HELP  DIFFERENT  KINDS  OF  COMPANIES  GROW  TOGETHER. 

TESSEL,  PATURICK  &  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y. 
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Red-legged  ^ 

partridge.  ^ 


Here's  the 
first  leg  on 
your  trip  to 
great  bird 
shooting. 


WINCHESTER 

■   WORLD-WIDE 
ADVENTURES 


Famous  driven  shoots  for  perdiz  on  private  estates  near  Erova. 
Shoot  duck,  snipe,  quail  and  pigeon.  Season:  August  15  — Jan.  15. 
Send  for  full  information,  or  see  your  travel  agent. 
Winchester  Adventures,  Inc.,  Dept.   F-4,  100  Park 
Ave.,  New  York,  N.Y.  10017. 


name 

address . 
city 


.state. 


.zip. 


FORBES,  APRIL  1,  1969 


Craftsmanship  lives  in  Benchmark. 
Measure  your  Bourbon  against  it. 

The  men  who  make  this  Bourbon  still  think  you  can 
do  a  better  job  if  you  care  a  lot  for  your  craft. 

So,  they  were  happy  with  the  name  Benchmark.  It 
means,  "that  which  others  are  measured  against". 

They  think  their  Bourbon  lives  up  to  its  name. 
Taste  it  and  see  what  you  think. 


UoQ 


^^>SMAN^ 


Seagram's 


'CHMARK 


PREMIUM  BOURBON 


^*(nKK(  STRAIGHT  BOUKB^ 


Seagram's  ijcnciimark  Kentucky  Straight  Bourbon  Whiskey.  86  I'root.  Joseph  t.  Seagram  &  Sons,  Louisville,  Ky. 


READERS  SAY 


Ford  vs.  Zeckendorf 

Sir:  Henry  Ford  correctly  predicted 
the  decline  of  the  city  nearly  50  years 
ago.  Mr.  Zeckendorf  (  Forbes,  Mar.  1 ) 
indulges  in  economic  fantasies  when  he 
attacks  those  who  subsidize  less  produc- 
tive city  residents.  Cities  exist  at  the 
sufferance  of  productive  citizens,  not  the 
other  way  around. 

— H.  Hugh  Hickok 
Vermontville,  Mich. 

The  Way  If  Really  Was 

Sib:  There  were  inaccuracies  in  your 
story  "A  Favor  May  Equal  A  Fortune," 
page  67  of  the  Mar.  15  issue.  The  truth 
is  that  the  farm-out  agreement  between 
Atlantic  Richfield  and  Home  Oil  Co.  had 
absolutely  nothing  to  do  with  the  merger 
of  Sinclair  Oil  Corp.  into  Atlantic  Rich- 
field. Here  are  die  facts: 

1 )  The  Home  Oil  purchases  of  Atlantic 
Richfield  and  Sinclair  stock  were  not 
known  to  us  until  they  had  been  ac- 
complished and  were  announced  to  the 
press  by  Home  Oil. 

2)  Your  article  described  Mr.  Brown, 
president  of  Home  Oil,  as  an  "old  ac- 
quaintance" of  mine.  The  facts  are  Uiat 
our  acquaintanceship  began  on  Oct.  9, 
1968  and  I  have  only  seen  him  once 
since  then.  On  neither  occasion  did  we 
discuss  die  purchase  of  Sinclair  or  At- 
lantic Richfield  stock. 

3)  Last  fall  Atlantic  Richfield  Co.  con- 
cluded that  we  should  farm-out  or  sell 
acreage  on  the  North  Slope  which  was 
not  considered  a  prime  prospect  nor 
under  long-term  lease  so  that  we  could 
proceed  with  exploratory  work  on  more 
favorable  prospects.  We  offered  the 
acreage  in  question  to  a  number  of  other 
companies  who  rejected  it  before  we  en- 
tered into  the  farm-out  agreement  with 
Home  Oil. 

Needless  to  say  we  wish  Mr.  Brown 
every  success  in  finding  oil  since  we  re- 
tain a  half-interest  in  the  acreage  but 
we  believe  the  facts  should  be  a  matter 
of  record. 

— Robert  O.  Anderson 

Chairman, 

Atlantic  Richfield  Co. 

New  York,  N.Y. 

Some  Nerve 

Sir:  In  "Fact  &  Comment"  of  Mar.  1 
you  stated  that  you  were  "glad  Congress 
had  the  nerve  to  rai.se  its  pay  by  41%. 
.  .  ."  What  nerve?  Last  year  Congress  au- 
thorized tlie  President  to  recommend  Con- 
gressional salary  increases  \\iiich  would 
automatically  take  effect  on  Feb.  14. 
unless  vetoed  by  the  House  or  Senate. 
This  piece  of  legal  manipulation  allowed 
pay  increases  without  Congress  having  to 
face  a  roll-call  vote.  Is  this  the  respon- 
sibility you  were  referring  to  when  you 
stated  ".  .  .  and  the  salaries  involved 
ouglit  to  reflect  to  some  degree  the  enor- 
mity of  the  responsibility."  ? 

— Charles  A.  Carver  III 
Ann  Arbor,  Mich. 
(Continued  on  page  75) 
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—Available  for  the  first  time  anywhere! 

EXAMINE  YOUR  FULL-YEAR 


detailed  for  you  alone  by     IBM  Computer 


FOR 
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10  DAYS  FREE! 


time 

pattefp 

feport 


Your  Personal 

Horoscope  Is 

Totally  Unlike 

Any  Other! 

No  tv»o  horoscopes  cast  by  this  scientific 
method  are  alike.  Even  those  of  two  people 
borr<  at  the  same  minute,  the  same  day  prob- 
ably will  differ  unless  they  are  Identical 
twins!  Ttie  information  you  receive  is  com- 
plete, detailed,  custom-made  for  you  alone. 

OYOUR    CHARAC- 
TER   ANALYSIS 

You  get  valuable  new 
Insights  to  help  you 
understand  yourself 
better,  deal  more  ef- 
fectively with  others. 
Your  natural  abili- 
ties, strengths, 
weaknesses,  mental 
attributes,  emotion- 
al make-up  are  scru- 
tinized in  thorougit 
detail. 

©YOUR  ROMAN. 
TIC.  MARITAL, 
SOCIAL  POTENTIALS 
Revealing  informa- 
tion about  your  ro- 
mantic and  marital 
outlook,  your  popu- 
larity index,  your  po- 
tential for  social 
advancement.  Learn 
ttie  types  of  people 
most  attracted  to 
you,  ttiose  to  whom 
you  respond  most, 
and  least,  favorably. 

©YOUR  SUCCESS 
PATTERN     You 

receive  a  full  survey 
of  your  general  earn- 
ing capacity  and 
other  financial  bene- 
fits that  may  come 
your  way.  General  ca- 
reerfieldsmost  likely 
to  be  favorable  are 
explored.  Your  per- 
sonal traits  are  fully 
analyzed. 

O  MAJOR  EVENTS 
OF  YOUR  YEAR 
AHEAD  You  preview 
what  Astrology  pro- 
iects  as  the  major 
events  of  your  next 
365  days  favorable  times  to  act,  and 
vlien  to  be  cautious  .  .  .  when  to  expect 
:hanges  in  y«ur  emotional  life,  your  health; 
vhich  periods  are  likely  to  hold  opportunities 
n\l  can  recognize  and  exploit! 

USE  IT  FOR  10  DAYS  FREE! 
You  must  be  satisfied  or  money  promptly 

refunded.  Send  for  your  IBM 
omputer-prepared  personal  horoscope  today! 


Time  Pattern 
Research  Institute.  Inc. 

507  Rockaway  Ave.,  Valley  SUeam. 
New  York  11 582 

Tl»    aorld't    FIRST    AND    ONLY    Ci 


Here's  the  most  exciting  news  in  the  history  of 
Astrology ...  a  technological  breakthrough  that  may 
keenly  affect  your  life!  Now,  for  the  first  time,  the 
hundreds  of  thousands  of  computations  necessary  for 
your  full-scale  personal  Horoscope  can  be  handled 
electronically  in  a  fleeting  moment . . .  cast  from  more 
than  twenty-five  million  bits  of  information  pro- 
grammed into  the  IBM/360-40  Computer  by  world- 
famous  Astrologer  Katina  Theodossiou. 
Far  Less  Expensive  Than  You'd  Dream  Possible.  Un- 
til now,  a  dtt.Tilcd,  personal  Horoscope  like  this 
would  have  taken  Miss  Theodossiou  up  to  30  hours 
or  more  to  prepare  by  hand.  And  it  would  have  cost 
you  up  to  $300  or  more,  instead  of  a  mere  fraction 
of  that  sum.  Now,  with  the  IB.M/360-40,  Miss  The- 
odossiou can  cast  your  individual  Horoscope  in 
relatively  short  time,  with  no  possibility  of  human 
error!  The  great  savings  are  passed  on  to  you. 
For  The  First  Time... Projects  Major  Events  Of  Your 
Year!  Most  "'horoscopes"  are  prepared  in  broad  gen- 
eralities because  usually  they  are  based  only  on  your 
sunsign.  And,  since  they  ignore  the  essential  factors 
of  exact  place,  hour,  date  and  year  of  your  birth, 
their  ambiguous  "projections"  apply  to  everyone 
born  under  one  of  the  12  sunsigns! 


AT  LAST— your  comprehensive, 
custom-made  PERSONAL  HOROSCOPE 
plus... projected  major  events  of  your 
next  365  days— all  based  on  the  exact 
place,  hour  and  year  of  your  birth- 
charted  by  a  world-famous  astrologer, 
KATINA  THEODOSSIOU  and  the 
infallible  iBIVI/360-40  Computer. 

Now  Miss  Theodossiou  uses  the  electronic  IBM/ 
360-40  Computer  to  complete  all  time-consuming 
research.  You  get  a  custom-made,  detailed  Horo- 
scope—a personal  analysis  unlike  any  other!  The  18- 
to  22-page  Report  of  10-  to  12-thousand  words  will 
be  as  uniquely  yours  as  the  exact  moment,  latitude, 
longitude,  day  and  year  of  your  birth. 

Your  one-of-a-kind  Time  Pattern  Report  presents 
startling  new  insights  about  yourself. . .  and  startling 
information  about  the  forthcoming  365  days  in  what 
could  be  the  most  eventful  year  of  your  life! 

Imagine  Having  This  "Roadmap"  For  The  Year 
Ahead.  Your  computerized  Personal  Horoscope  will 
discuss  important  questions  like:  Which  days  are 
likely  to  be  highly  emotional?  When  should  you 
pause  to  consider  major  decisions. .  .and  when 
should  you  feel  more  confident  about  making  them? 
When  should  you  be  cautious  of  "friends"— wary  of 
associates?  When  is  the  best  time  to  capitalize  on 
opportunities?  When  and  when  not  to  travel? 

Use  Your  Computerized  Horoscope  10  Days  FREE! 

If  you  are  not  completely  satisfied,  return  it  to  us. 
Your  money  will  be  refunded  instantly  and  without 
question.  Be  sure  to  mail  the  coupon  with  your 
remittance  NOW! 


K  MONEY-BACK  GUARANTEE-MAIL  TODAY 


TIME  PATTERN  RESEARCH  INSTITUTE,  INC.  507  Rockaway  Avenue,  Valley  Stream,  New  York  11582 
Please  Send  My  TIME  PATTERN  REPORr*'  Requested  on  10-DAY  FREE  TRIAL 

whicn  will  include  my  projeclion  (or  the  next  12  months.  I  understand  that  if  I  am  not  completely  satisfied,  I  may  return 

it  within  10  days  and  you  will  immediately  refund  my  money. 

r'h  **|f  D  I  enclose  $20  00  for  1  Time  Pattern  Report  (plus  60c  for  first  class  postage  and  special  liandling) 

Q„g  Q  I  enclose  $35  00  for  2  Reports  (plus  $1.05  for  first  class  postage  and  special  fiartdling) 

or  Charge  my    Q  Diners  # D  Unicard  # 

O  Carle  Blanche  # n  BankAmericard  # 


USE  SPACE  BELOW  TO  ORDER  YOUR  HOROSCOPE 


(PLEASE  PRINT) 


ADDRESS. 
CITY 


DATE   Of  BIRTH 
"»"'h  Cily_ 


PLACE  or  BIRTH 


TIME  OF  BIRTH* 


USE  SPACE  BELOW  TO  ORDER  EXTRA  HOROSCOPE 
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In  90%  of  the  world,  it  takes  8  farmers  to 
produce  as  much  as  one  American  farmer. 

Avco's  out  to  make  it  10. 


It  isn't  that  Americans  are  supermen. 

Nor  that  we  try  harder. 

A  big  difference  is  that  the  American 
farmer  uses  more  farm  equipment.  (There 
are  over  four  and  a  half  million  farm  tractors 
in  the  U.S.  vs.  less  than  one  and  a  quarter 
million  in  Russia,  for  example.) 

Yet  American  farmers  have  only  started. 


The  trend  is  to  even  more  advanced  equip- 
ment. Like  Avco  New  Idea  Division's  Uni- 
System  harvesters. 

With  these  a  farmer  needs  only  one  power 
source  to  which  a  number  of  different  inter- , 
changeable  implements  may  be  attached 
for  harvesting  corn,  soybeans,  grain  and 
forage  crops.  Simple,  sensible,  economical 
and  efficient. 


i 


What  more  could  12  million  American 
farmers  ask  for? 

Plenty.  For  a  starter,  more  equipment  fi 
our  Uni-System  power  units.  And  we'i 
working  on  them. 


.J^Sm 


Avco  is  55,000  people  moving  ahead  in  a  dozen  growing,  expanding  businesses.  Avco  Corporatlon,750Third  Avenue.  New  York,  New  York  10017  An  equal  opportunity  emp 


oyer 


MLsl'iJM''" 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NIXON'S  ABM  STANCE 


The  onl>  encouraging  tiling  about  President  Xixon's 
Antiballistic  Missile  '"decision"  is  his  vow  to  re-examine 
it  e\er>    12  months. 

I  remember  well  a  few  years  ago  when  all  the  com- 
plexions of  the  Biggies  in  The  Complex  grew  rosy  de- 
scribing how  wonderful  the  Nike  X  missile  was  going  to 


be.  It  never  got  done,  at  a  saving  of  multiple  billions 
of  dollars,  and  if  it  had,  it  wouldn't  today  be  worth 
doodley. 

Apparently  we  can  keep  up  with  the  ABM  art  without 
turning  theories  into  hardware  that's  obsolete  before  the 
concrete  gets  poured. 


HASN'T  ANYONE  NOTICED? 

It's  a  bit  bemusing  to  read  on  front  pages  the  discus- 
sions between  Washington  Orators  and  academic  Oracles 
about  whether  inflation  has  been,  is  being,  or  will  be 
slowed. 

Id  suggest  if  these  boys  want  to  act  knowledgeably,  the\ 
check  with  a  few  bond  salesmen.  Even  at  out-of-sight 
interest  rates  the  takers  are  few  and  far  between.  Now 
just  what  do  you  suppose  happens  when  the  millions-bil- 
lions of  bonds  don't  get  sold? 


The  schools,  the  hospitals,  the  housing  developments, 
the  .sewers,  the  plants  and  all  the  other  projects  the  bonds 
were  intended  to  pay  for  just  don't  get  built;  and  all  the 
stuff  that  would  be  bought  to  build  them  with  doe.sn't  get 
bought,  and  all  the  jobs  that  would  be  created  to  do 
the  work  don't  happen. 

If  the  seers  will  take  one  eyelid  between  their  thumb 
and  forefinger  and  lift  it  a  bit,  they  just  might  sight  a  not- 
so-faint  sign  of  f/cflation. 


TWO-EDGED   SWORD 


Stock  options  are  rather  widely  used  in  the  corporate 
world  to  get  and/or  keep  tip-top  executives. 

The  theor>':  By  having  capital  gains  incentive  and 
reward,  corporate  decision-makers  will  strive  harder  to 
make  the  company  very  profitable. 

The  fact:   In  some  instances   in   tliis  Time  of  Merger- 


madness  substantial  stock  options  have  provided  a  glitter- 
ing hue  for  the  to-be-swallowed  helmsmen.  A  juicy  tender 
hugely  ups  the  worth  of  optioned  shares  overnight,  and 
without  further  arduous  years  of  labor  there  is  instant 
sizable  capital  gain  from  sellout. 
Ironic,  isn't  it. 


TEMPER,  TEMPER 

Temper,  we  are  told,  sokes  nothing. 

But  how  can  anyone  keep  his  temper — and  why  should 
he — with  those  campus  mini-Nazis  who  destroy  class- 
rooms and  terrorize  faculties  and  fellows  to  achieve  both 
reasonable  and  outrageous  ends. 

What  an  utter  tra\est\  to  perpetuate  in  and  on  intel- 
lectual communities. 

Riots,  panty  raids,  springtime  animal  spirits  and  all  that 
stuff  have  been  with  us  and  will  be  with  us  as  long  as 
youth  is  youth  and  spring  is  spring  and  so  forth — ^but  these 
goon  guys  have  got  to  go. 


There's  a  whale  of  a  difference  between  tolerance  and 
abject  surrender  to  the  intolerable. 
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-This  piece  sent  me  and  I  think  it  will  do  the  same  for  you— MSF. 

Love  Finds  Andy  Hardy,   1969 


A  FILM  trade-journal  reports  that  an  enterprising 
producer  plans  to  remake  the  old  Hardy  family 
series,  using  updated  scripts.  Standards  of  behavior 
have  changed,  of  course,  since  moviegoers  first 
laughed  and  wept  at  mischievous  Andy,  kindly 
Judge  Hardy  and  other  innocent  folk  of  Mythville, 
Ohio,  or  wherever  it  was.  To  fit  in  with  1969  at- 
titudes, here's  the  way  a  memorable  Lewis  Stone- 
Mickey  Rooney  father-and-son  scene  would  probably 
be  played  today. 

(Fade  In:  Andy's  bedroom) 

Judge:  Son,  your  mother  wants  me  to  have  a 
heart-to-heart  talk  with  you.  She  says  you've  been 
seen  smoking,  behind  the  barn. 

Andy:  (Defensively)  Gee,  Pop.  All  the  kids  do 
it.  Othei'wise  they  call  you  a  sissy. 

Judge:  (Here  comes  the  sermon.)  Son,  an  Amer- 
ican boy  must  be  true  to  his  own  standards.  Right 
and  wrong  are  all  that  count.  Not  the  things  the 
kids  next  door  say.  Now  promise  me  you  won't 
touch  cigarettes  till  you're  21. 


Andy:  Cigarettes?  Who  said  I  was  smoking 
cigarettes? 

Judge:  Well,  I  assumed  .  .  . 

Andy:  For  Pete's  sake.  Pop.  I  was  smoking  pot! 

Judge:  (Immensely  relieved)  Is  that  all?  Gracious! 
1  was  afraid  you  were  getting  into  bad  habits. 

Andy:  (Scornfully)  Cigarettes — huh!  I  read  those 
government  health  reports,  same  as  you  do. 

Judge:  Phew!  You  had  me  worried  for  a  while. 
Now,  about — uh — sex.  You're  at  an  age  where  boys 
get  into  trouble  with  girls. 

Andy:  With  the  pill  on  sale  in  every  drugstore  in 
town?  Pop,  are  you  kidding? 

Judge:  1  didn't  mean  that  kind  of  trouble.  A  bright 
lad  hke  you  knows  the  ropes  in  that  department. 
No,  I  was  thinking  of  a  possible  teen-age  marriage. 
Before  you  consider  one,  I'd  like  you  to  study  the 
community  property  laws  very  carefully.  Watch  the 
loopholes,  son.  We  don't  want  some  smart  chippie 
taking  advantage  of  you,  money-wise. 

Andy:  (Impressed)  That's  good  thinking.  Pop. 
I'll  keep  it  in  mind. 

Judge:  (His  hand  on  the  hoy's  shoulder)  And 
remember:  being  married  doesn't  always  keep  you 
out  of  the  draft,  either. 

Andy:  (Looks  up,  new  respect  dawning)  Gee, 
Pop.  You  sure  are  a  lot  wiser  than  me,  after  all. 

Judge:  Let's  try  to  learn  from  each  other,  boy. 
As  long  as  there's  give  and  take  between  the  genera- 
tions, our  family'll  get  along. 

Andy:  Can  I  go  now,  Pop?  Me  'n'  some  other  kids 
have  the  principal  locked  up  in  his  office.  And  we 
wanna  set  fire  to  the  high  school  before  he  gets  out. 

Judge:  (Suppressing  an  indulgent  smile)  Run 
along,  son.  (Andy  dashes  out.  The  judge  chuckles 
at  the  camera  and  strolls  out  to  the  parlor,  where 
two  men  from  the  D.A.'s  office  are  waiting  to  arrest 
him  for  bribery  and  tax  evasion.) 

Fade  Out 

by  Arnold  M.  Auerbach 


1969  by  the  New  York  Times  Company.  Reprinted  by  permission. 


LET  'EM  UP 

I  am  glad  that  the  strikers  got  off  American  Airlines' 
back. 

American  provides  far  and  away  the  best  meal  of  any 
airline  going  coast  to  coast,  and  we  travelers  sorely  missed 
them. 

Besides,  American  seemed  to  be  the  only  one  who  made 


a  real  effort  during  the  great  three-day  Snow-In  at  JFK. 
They  opened  up  their  planes  for  sleeping,  supplied  blank- 
ets and  all  the  food  they  had,  and  topped  it  off  with  re- 
peated showings  of  the  movies  that  were  on  board. 

Did  an  outfit  with  such  heart  desei-ve  such  heartless 
treatment? 


THE  GAP 

To  young  people  everytiiing  looks  permanent,  estab- 
li,shed — and  in  their  eyes  pracH-  n-  »verything  should  be, 
needs  to  be  changed. 


To  older  people  almost  everything  seems  to  change,  and 
in  their  view  almost  nothing  should. 

Anyone  in  doubt  about  the  generation  gap? 


—Malcolm  S.  Forbes, 
Editor-in-Chief 


Inventing 

me  flat  tire 

wasn't 

easy. 


Our  new  spare  isn't  flat  by  accident, 
t's  flat  by  design  to  save  room 
n  your  trunk. 

Uninflated,  it  takes  less  than  half  the 
pace  of  an  ordinary  tire.  Gives  you 
nore  room  for  luggage  and  stuff. 

When  you  need  it,  it  inflates  to  a 
ull-size  tire  for  the  road. 

The  idea  for  the  B.F.Goodrich  Space 
Javer  Spare  grew  out  of  a  foldable 
lirplane  tire  we  designed  to  save 
pace  and  weight  on  supersonic  jets. 

We  came  up  with  a  new  molding 
process  that  lets  the  side  walls  and 
read  fold  down  flat  against  the  rim 
mtil  the  tire's  inflated  to  normal  size 
with  air  from  a  pressure  bottle. 

Our  invention  of  the  collapsible 
ire  has  now  led  to  still  another 
ievelopment:  the  B.F.Goodrich  run-flat 
tire,  an  idea  that  may  ultimately  get 
rid  of  spare  tires  altogether. 

Of  this,  more  later. 

In  the  meantime,  keep  watching 
B.F.Goodrich  for  new  developments. 


B.E  Goodrich 


We  invented  it. 


^k:«^i 


*;.i-i';«i''>^v 


This,    , 
.symbol 

has  a  great 
future, 
behind  it. 


North  American  Rockwell 


We're  a  2.6  billion  dollar  company, 
America's  28th  largest.  With  more 
than  100,000  shareowners. 
Of  our  1 10,000  employees,  more 
than  15,000  are  scientists  and 
technicians.  We  play  a  major  role 
in  19  different  industries.  Our 
plants,  in  28  states,  manufacture 
over  100  different  product  lines 
—everything  from  Apollo  space- 
craft and  textile  machinery  to 
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Rockwell-Standard  automotive 
components,  Hatteras  fiberglass 
yachts,  Aero  Commander®  aircraft 
and  Sabreliner  business  jets. 
Few  companies  possess  the 
technological  and  scientific  know- 
how  of  North  American  Rockwell. 
And  by  drawing  on  this  vast 
technological  reserve  and  applying 
it  to  our  product  lines,  as  well 
as  to  the  development  of  new 


products,  we'll  continue  to 

manage  change.  Instead  of  just 

letting  it  happen.  You'll  be  seeing 

a  lot  more  of  our  new  symbol 

in  the  future.  Watch  for  it.  It'll  grow 

on  you.  To  find  out  more  about 

us,  write  for  your  copy  of  our 

1968  Annual  Report. 

North  American  Rockwell, 

P.O.  Box  707, 

El  Segundo,  California  90245. 
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Poor  Luck?  Or  Poor  Management? 


Itek's  problems  in  the  stock  market  reflect  its  prob- 
lems in  business.  Question:  Is  the  situation  chronic? 


I.v  Lexington,  Mass.,  not  far  from 
where  Paul  Revere  sounded  his  fa- 
mous To  arms,  to  anns,  the  Redcoats 
are  coming,"  Itek  President  Franklin 
A.  Lindsay  last  fall  spread  the  word 
that  in  1968  Itek  had  ridden  into  earn- 
ings trouble — again.  The  stock  prompt- 
ly sank  from  $138  to  S77. 

In  February  Lindsay  went  before 
the  New  York  Society  of  Security  Ana- 
lysts to  explain  what  had  gone  wrong, 
and  the  stock  once  again  slid  to  about 
•S60  (see  chart,  p.  i6'). Itek's  earnings 
in  1968,  he  said,  had  fallen  to  25  cents 


a  share.  That  90%  drop  was  bad 
enough,  but  1969  would  only  match 
1967's  $2.50.  This  upset  some  analysts 
who  feel  growth  stocks  should  grow. 

Until  last  year,  Lindsay  had  con- 
vinced The  Street  that  his  coldly  effi- 
cient c-onsultant's  methods  had  click- 
ed, that  he  had  achieved  planned 
orderly  growth  in  his  research-based 
company.  But  that  image  is  dimmed. 
Concedes  Lindsay  sheepishly,  "Ob- 
viou.sly  1968  was  not  planned." 

Clearly,  Lindsay  has  had  his  prob- 
lems  since   he   began   his   rescue  job 


The  Rescuer.  Eighf  years  ago  Laurance  S.  Rockefeller  (left)  persuaded 
Franklin  A.  Lindsay  (right)  fo  forsake  his  managemenf  consulting  job  at 
McKinsey  &  Co.  fo  rescue  the  Rockefeller  brothers'  investment  in  Itek. 
Lindsay,  a  53-year-old  Stanford  Phi  Beta  Kappa,  has  really  been  around. 
He  has  worked  for  the  Defense  Department,  the  United  Nations  Disarma- 
ment and  Atomic  Energy  commissions  and  for  Bernard  Baruch,  Herbert 
Hoover  and  Nelson  Rockefeller,  and  recently  headed  a  task  force  to 
study  government  organization  for  Resident  Nixon.  In  World  War  II  he 
"parachuted  into  Yugoslavia  and  then  crossed  v^ith  partisans  into  Austria, 
which  was  then  part  of  the  Third  Reich.  I  spent  nine  months  behind 
enemy     lines— mostly     destroying     rail     lines     with     surprising     success." 


ill  1962.  In  fiscal  1961  Itek  iiad  lost 
•SI. 9  million  on  sales  of  $37  million. 
Financial  controls  were  chaotic. 

Lindsay  proceeded  to  restructure 
the  company  throughout.  He  main- 
tained Itek's  position  as  a  leader  in 
space  optics  and  aerial  reconnaissance. 
In  addition,  Lindsay  created  a  thriv- 
ing business-products  division  (micro- 
film, office  copiers,  offset  printing) 
which  has  become  Itek's  largest  profit 
contributor.  "\ow  it's  a  major 
strength  and  a  base  for  future  growth," 
says  he.  "Before,  it  was  pretty  weak." 

The  Wrong  Brairt 

But  for  all  this,  Itek  has  been 
distressingly  accident-prone.  For  ex- 
ample, in  1963  Lindsay  scored  what 
looked  then  like  a  triumph  by  getting 
one  of  America's  outstanding  scien- 
tists, IB.M's  Director  of  Research, 
Gilbert  King,  to  shift  to  Itek.  His 
ideas,  however,  raced  ahead  of  the 
market.  And  you  can't  .sell  a  product 
unless  the  customer  is  ready  to  buy 
it — and  unless  it  works.  King's  two 
biggest  products  failed  on  both  scores. 

King  hoped  that  universities  and 
government  agencies  would  have  need 
for  great  numbers  of  Itek's  language- 
translating  machines.  But  the  ma- 
chines translated  awkwardly  and  me- 
chanically. "Besides,  the  cost  of  hu- 
man translation  was  a  lot  less,"  said 
Lindsay.  "In  hindsight,  we  made  a 
bet  that  didn't  pay  off." 

In  1965  King  announced  a  new 
$750,000  photo-optical  memory  sys- 
tem computer  which  was  to  give  the 
user  access  to  a  trillion  bits  of  infor- 
mation. This  photo-optical  computer 
promised  lower  cost,  higher  packing 
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density  for  data  and  the  ability  to 
make  prints  easily.  Itek  then  opened 
a  trial  data  center  with  great  fanfare. 
Unfortunately  King's  prototype  didn't 
work.  So  King  left  and  is  now  a  vice 
president  at  Aerospace  Corp.  The 
failure  cost  Itek  39  cents  a  share  after 
taxes  in  1965  and  another  19  cents 
in  1966. 

Once  again  Itek  had  a  good  idea 
but  faulty  execution.  Lindsay  claims 
the  trouble  was  that  King  was  striv- 
ing for  a  degree  of  performance 
which  at  that  time  meant  an  un- 
economical, unreliable  machine.  Nor 
does  he  absolve  himself.  "Here  too," 
says  Lindsay,  "I  made  a  bet  that 
didn't  pay  off." 

Following  these  failures,  Itek  still 
did  very  well  in  1967,  earning  $2.50 
per  share  vs.  24  cents  for  fiscal  1962, 
when  Lindsay  took  over.  But  in  late 
1967  Lindsay  made  a  decision  which 
was  to  turn  into  a  disaster.  Desiring 
to  get  one-up  on  his  two  major  rivals 
in  space  optics  and  reconnaissance — 
Eastman  Kodak"- and  Perkin-Elmer — 


A  Tricky  Business. 
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"Building  a  bridge  from  re- 
search fo  successful  products 
is  a  hard,  difficulf  job  at 
best,"  concedes  Itek's  Frank 
Lindsay.  And  Hek  stock  has 
moved  like  a  rollercoaster 
because  some  highly  pro- 
moted products  have  missed. 


Lindsay  acquired  Applied  Technology, 
which  makes  electronic  warfare  gear 
for  the  Air  Force. 

In  the  long  run,  the  acquisition 
may  work  out.  It  made  Itek  the  only 
company  with  major  stakes  in  both 
photo-optical  (which  doesn't  operate 
well  under  cloudy  conditions)  and 
electronic  (which  can  be  jammed) 
recormaissance.  Explains  Lindsay: 
"Each  of  these  types  of  sensor  col- 
lects certain  types  of  infonnation,  but 
is  not  good  for  others.  Itek  can  now 
bring  out  a  system  with  combined 
capability  with  a  variety  of  different 
sensors  collecting  information." 

Too  Soon 

The  trouble  was,  Lindsay  acquired 
Applied  Technology  a  year  too  early 
and  paid  too  high  a  price  for  it.  Most 
of  Applied  Tech's  sales  were  coming 
from  one  big  aircraft  homing  and 
warning  system  which  was  about  to 
peak.  Also,  AT  had  bid  too  low  on  a 
major  contract.  In  1967,  when  Itek 
took  in  Applied  Tech,  the  latter  netted 
$2.2  million  or  $4.6.3  per  share  on 
each  of  the  475,131  Itek  shares  issued 
to  acquire  it.  In  1968  Applied  Tech 
earned  less  than  half  that  amount. 

To  make  matters  worse,  Itek  had 
paid  $3  million  in  stock  for  an  elec- 
tronic bowling  scoring  device  called 
ScoRite.  The  deal  was  set  up  by  AT 
before  Itek  had  acquired  AT.  When 
Lindsay  looked  at  ScoRite  in  a  test 
alley  it  worked,  and  he  put  it  into 
production  but,  after  a  considerable 
inventory  had  been  built  up,  ScoRite 
was  installed  in  the  field  and  con- 
stantly broke  down.  The  loss:  26 
cents  a  share  after  taxes  in  1967  and 
22  cents  a  share  in  1968.  The  old 
ScoRite  inventory  will  probably  have 
to  be  junked  for  not  much  more  than 
scrap  value.  The  new  ScoRite  equip- 
ment does  work,  but  Lindsay  vdll  let 
someone  else  market  it. 

Undismayed,  Lindsay  is  backing 
another  idea:  RS  (Recording  System) 
film.  "This  one  could  have  very  broad 
applications,"  says  Lindsay,  hope- 
fully. He  won't  know  if  he  has  a  win- 
ner until  late  1970.  RS  film  has  quali- 
ties which  could  help  it  dent  the 
industrial  and  miHtary  markets.  It 
can  be  manufactured  in  dayhght, 
needs  less  silver  than  ordinary  film 
and  may  someday  make  do  without 
silver  at  all.  In  the  very,  very  distant 
future,  RS  film  might  be  good  enough 
— it's  not  now — to  be  used  in  the 
amateur  market. 

But  on  Wall  Street  they  remember 
the  translator,  the  computer,  ScoRite, 
and  they're  skeptical.  Skeptical  but 
still  interested,  because  if  any  of 
Itek's  developments  ever  really  take 
off,  it  could  become  one  of  the  really 
great  growth  stocks  of  the  1970s.  ■ 
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The  Darkest  Hour 

The  mess  on  the  Penn  Cen- 
tral is  just  the  darkness  before 
dawn,  says  Chairman  Stuart 
Saunders.  When  comes  the 
dawn?  That  question  even  the 
glib  Saunders  can  not  answer. 


As  CHAIRMAN  of  Philadelphia's 
'huge  Pennsylvania  Railroad  Co., 
Stuart  Saunders  used  to  count  the 
days  and  the  hours  until  he  could 
consummate  the  long-planned 
merger  between  his  company  and 
the  New  York  Central.  Once  the 
merger  went  through,  the  worst  of 
his  troubles  would  be  over.  He 
would  have  one  of  the  great  op- 
portunities in  U.S.  business. 

A  year  ago  February,  Saunders' 
wish  came  true.  The  taste  quickly 
turned  to  ashes,  however.  His  prob- 
lems were  bad  enough  before  the 
merger.  They  are  worse  now.  The 
New  York  State  Public  Service  Com- 
mission has  launched  a  full-scale 
investigation  of  a  widely  alleged 
and  not  very  convincingly  denied 
collapse  in  Penn  Central  freight 
service.  Saunders  does  not  deny 
that  in  1968  the  Penn  Central  lost 
upwards  of  $100  million  on  its 
railroad  operations.  The  first  quar- 
ter of  1969  may  be  the  worst 
quarter  yet. 

Is  Saunders  discouraged?  If  he 
is,  he  won't  admit  it.  "When  some- 
one says  that  the  results  for  the 
first  year  of  the  merged  company 
were  disappointing,"  he  says,  "they 
don't  know  what  they're  talking 
about.  In  the  light  of  what  was 
accomplished,  they  were  not  dis- 
appointing at  all." 

Unexpected  Problems 

Saunders  and  Penn  Central's 
President  Alfred  E.  Perlman  claim 
that  they  never  expected  that  the 
merged  company's  first  year  would 
be  an  easy  one.  There  were  going 
to  be  massive  costs  involved  in 
putting  the  two  companies  together. 
Penn  Central  had  set  aside  a  spe- 
cial $275-million  reserve,  charged 
against  income  in  1967,  to  absorb 
the  merger's  costs.  Still,  the  simple 
truth  is  that  neither  Saunders  nor 
Perlman  nor  the  special  committee 
that  spent  27  months  devising  a 
plan  for  melding  the  two  railroads 
smoothly  had  foreseen  the  massive 
problems. 

At  the  heart  of  the  trouble,  accord- 
ing to  Al  Perlman,  was  the  incompat- 
ibility of  the  two  railroads'  computer 
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Partly  Buried  Hatchet.  The  Pennsy's  Stuart  Saunders  and  the  New  York 
Central's  Al  Perlman  are  old  antagonists.  The  recriminations  often  became 
personal;  Perlman  felt  thai  Saunders,  a  lawyer,  was  no  railroadman; 
Saunders  felt  Perlman  was  sabotaging  merger  negotiations.  As  chairman 
and  president,  respectively,  of  the  merged  company,  the  two  now  work 
well  together,  but  ancient  rivalries  still  pervade  the  huge  company  and 
are     hindering     a     smooth     meshing     of     the     two     railroad     properties. 


systems.  With  its  communications  sys- 
tem in  a  state  of  collapse,  the  Penn 
Central  could  no  longer  locate  cars 
on  its  hne,  the  per-diem  (rental) 
charges  it  paid  other  railroads  for  cars 
in  use  on  its  lines  went  through  the 
roof;  shipments  that  normally  re- 
(juired  sLx  days  to  deliver  took  18  to 
22;  and,  as  shippers  began  routing 
their  business  to  competing  lines, 
Perm  Centrals  traffic  volume  ebbed. 
"All  of  a  sudden,  they  were  in  the 
■  dark,"  Perlman  says,  "and  we  were 
in  the  dark." 

All  this  has  been  widely  published. 
Saunders  and  Perlman  insist,  however, 
that  there  is  another  side.  Not  only 
was  the  Penn  Central  merger  the 
largest  in  histor>',  it  was  one  of  the 
few  of  any  size  in  which  the  com- 
bined companies  actually  tried  to 
merge  their  properties  into  a  single 
operating  unit.  Says  Saunders:  "You've 
got  two  railroads  here  that  have 
been  competing  with  each  other  for 
generations,  that  were  built  to  com- 
pete with  and  not  complement  each 
other,  and  now  overnight  you  are 
faced   with    the   problem    of   putting 


them  together,  not  only  from  a 
physical  standpoint,  but  from  a  per- 
sonnel standpoint — personnel  that  in 
many  instances  had  different  philos- 
ophies, techniques  and  practices.  All 
this  Jias  got  to  be  melded  together, 
and  if  you  think  you  can  make  a 
marriage  like  that  and  have  a  honey- 
moon— ! " 

As  a  consequence,  the  scheduled 
savings — a  mere  $2.8  million  for  the 
first  year — were  nothing  beside  the  un- 
scheduled expenses.  Saunders  had  ex- 
pected severance  pay  and  related 
costs  to  come  to  about  $3  million  in 
1968.  Instead,  they  hit  $35  million, 
$10  million  of  which  was  charged 
directly  to  operating  expense,  the  rest 
to  the  merger  reserve. 

"When  you  take  the  merger  start- 
up and  other  nonrecurring  costs  into 
account,"  Saunders  says,  "we  did 
much  better  in  1968  than  the  two 
roads  did  separately  in  1967.  The 
fact  is  that  we  have  implemented  this 
merger  much  more  quickly  than  we 
ever  expected.  We  could  have  gone 
about  it  much  more  slowly  without  so 
many  start-up  costs  in  any  particular 


year,  but  we  wouldn't  have  gotten 
the  benefits  so  quickly.  It  was  more 
costly  for  the  short  run,  but  it  will  be 
more  beneficial  to  our  stockholders." 
That  Penn  Central  was  able  to  im- 
plement its  merger  immediately, 
Saunders  explains,  stems  from  the 
fact  that  its  income  is  no  longer  de- 
pendent primarily  on  its  railroad  op- 
erations. Despite  last  year's  $100  mil- 
lion in  railroad  losses,  Penn  Central 
nonetheless  earned  better  than  $90 
million,  up  from  $71  million  in  1967 
when  the  railroad  operating  loss 
totaled  $70  million.  The  bulk  of  these 
earnings  came  from  Penn  Central's 
real-estate  operations,  probably  the 
largest  in  the  world.  Saunders  has 
been  criticized  for  taking  real-estate 
capital  gains  into  earnings.  However, 
he  argues:  "We've  got  a  billion  dollars 
in  real-estate,  and  in  a  billion-dollar 
operation  tliere's  nothing  pecular 
about  a  $20-million  transaction.  It's 
perfectly  normal.  We  ought  to  have 
them  every  year,  and  we  will.  This 
has  been  occurring  on  the  Pennsyl- 
vania and  the  New  York  Central  for 
years,    and    it'll    continue    to    occur." 

Still  the  Railroad 

Even  so,  Saimders'  biggest  hopes 
these  days  are  for  the  railroad.  "We 
regard  the  railroad — Penn  Central 
railroad — as  the  greatest  potential  we 
have.  Why,  just  three  items — per  diem, 
overtime  and  passenger  losses — run 
to  over  $250  million.  If  we  reduce 
that  by  10%  or  15%  or  20%,  we're 
talking  about  $20,  $30  or  $40  million 
in  net." 

Meanwhile,  discouraged  stockhold- 
ers— including  .some  big  institutions — 
have  been  dumping  Penn  Central 
stock.  It  has  slid  from  the  mid-80s 
to  the  Iow-50s.  Much  of  the  selling 
has  come  from  investors  who  expected 
quick  results  from  the  merger.  They 
were  simply  not  prepared  for  the 
darkness  before  dawn. 

When  will  the  glories  of  the  merger 
dawn?  Saunders  says  he  "hopes"  the 
railroad  operation  will  be  in  the  black 
by  the  end  of  1969,  but  he  doesn't 
promise  it. 

"If  you  look  at  the  history  of  other 
railroad  mergers,  they've  all  had 
terrific  service  problems,  and  none  of 
them  has  been  as  complex  as  the 
Penn  Central,"  Saunders  adds. 

Al  Perlman  puts  in:  "Why,  we  just 
hired  a  man  from  the  Canadian  Na- 
tional and  he  said  it  took  them  20 
years  to  put  their  properties  together, 
to  really  make  them  work." 

Perlman  and  Saunders  know  full 
well  that  they  don't  have  20  years. 
No  one  doubts  that  eventually  the 
merger  will  work.  But  much  depends 
on  when.  ■ 
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Give  Me  Time 

Nobody  talked  a  better  game  of  conglomeration  than  "Automatic"  Sprinkler's 
Harry  Figgie.  But  now  he  has  to  live  up  to  his  rhetoric.  His  plea:  Give  me  time. 


Let  a  young,  aggressive  conglomer- 
ate— particularly  one  that  has  tooted 
its  own  horn  with  the  unabashed 
gusto  of  a  Knight  of  the  Table  Round 
—take  a  bad  fail  and  it  hasn't  a 
friend  in  the  world.  Ask  Harry  Figgie, 
45,  chief  executive  of  Cleveland-based 
"Automatic"  Sprinkler. 
;  "I  didn't  know  there  were  so  many 
ways  to  call  a  guy  an  SOB,"  says 
Figgie,  not  in  his  usual  booming  tones, 
but  in  the  quiet  weary  voice  of  the 
sadder  but  wiser.  "I've  been  called 
everything  from  a  pathological  liar  on 
in,"  he  goes  on.  "If  you're  a  non- 
;  Estabhshment  guy  who's  taken  a  lit- 
jtle  $20-million  company  that  was 
'  making  practically  no  dough  up  to 
where  we've  taken  it  [1968  net  in- 
come of  $2.2  million  on  sales  of 
$325.2  million] — they're  just  loait- 
ing  for  you   to   fall." 

It's   Only  Money 

'  What  Figgie's  numerous  and  highly 
vocal  critics  are  so  outraged  about  is, 
of  course,  the  catastrophic  drop  in 
"Automatic"  earnings  during  1968. 
From  net  income  per  share  of  $1.45 
in  1967,  and  the  oft-repeated  promise 
of  better  to  come,  the  company's  per- 
share  earnings  plummeted  to  exactly 
one  thin  dime  last  year.  This  rude 
awakening  pulled  the  rug  out  from 
under  the  stock,  which  flopped  from 
74  in  early  1968  to  .30  almost  over- 
night (the  worst  decline  on  the  New 
York  Stock  Exchange  for  the  year). 
Last  month,  in  the  wake  of  Robert 
Haack's  (president  of  the  NYSE)  fa- 
mous "delisting"  remark,  "Automatic" 
common  was  limping  along  at  19. 

This  was  frustrating  to  investors 
and  brokers  and  bankers  who  had 
heeded  Figgie's  rhetoric  about  his 
"nucleus  theory  of  growth"  (preserved 
for  posterity  on  an  LP  record  ac- 
companying the  inid-1967  report). 

"It's  pretty  sad,"  observes  one  in- 
vestment banker.  "Here  was  a  real 
management  guy  and  he  does  the 
worst  job  of  any  conglomerate  around. 
I  can't  understand  it."  Says  another, 
gloomily:  "They're  leveraged  to  the 
hilt  already,  and  who  wants  their 
stock?  It  was  bad  judgment,  that's  all." 


Sticks  And  Stones.  "There 
isn't  enough  money  in  the 
U.S.  for  me  to  take  the  kind 
of  punishment  I've  taken  in 
the  last  year,"  says  Figgie 
(above).  "But  I'm  not  money- 
motivated,  I  just  believe  in 
what    we're    trying    to    do." 


Adds  an  analyst:  "I  think  the  company 
just  lost  control.  Or  maybe  it  never 
had  it  in  the  first  place." 

Hero  to  Bum 

How  did  Figgie  go  so  quickly  from 
hew)  to  bum?  Does  he  deserve  the 
abuse?  It  all  depends  on  how  you 
look  at  it.  According  to  Figgie,  the 
primary  cause  of  all  this  gloom  and 
vitupeiation  was  a  small  contract  for 
the  manufacture  of  antitank  shells  at 
"Automatic's"  newly  acquired  Baifield 
subsidiary.  The  government-furnished 
machinery  was  just  arriving  when  the 
acquisition   was   completed. 

"The  problem  was  that  the  equip- 
ment just  wasn't  able  to  move  the 
metal,"  explains  Figgie.  Worse  still, 
the  steel  company  that  was  to  sup- 
ply the  blanks  for  the  shells  upped 
its  price  at  the  last  moment  "despite 
two  double  reconfirms, "  and  Baifield 
wound  up  with  inferior  foreign  steel. 

But  "Automatic "  has  always  prided 
itself  on  its  production-oriented 
acquisition-screening  process.  Why 
weren't  these  problems  spotted  ear- 
lier? "You  look  at  a  small  $6-million 
contract  in  a  division  heading  for 
volume  of  $50  miUion  with  a  guy 
who's  a  tool  and  die  expert,  whose 
plants  are  really  good  and  doing  well, 
and  you  gotta  figure  the  worst  you 
can  do  on  a  contract  like  that  is  break 
even,"  Figgie  explains.  "But  he  got 
hurt  to  the  tune  of  about  8  million 
bucks.  We  had  to  design  some  special 
machinery  to  go  in  and  hog  out  some 
stuff.  We  couldn't  possibly  have 
known  about  this  steel  problem  and 
we  couldn't  go  through  this  plant  be- 
cause they  were  just  hooking  it  up." 

Such  problems  are  only  temporary 
indigestion,  says  Figgie.  "While  we 
were  digesting,  we  caught  one  coming 
in  at  us  from  right  field,"  says  he. 
"You  see,  the  first  year  a  company  is 
with  us  the  guy  is  largely  on  his  own. 
They're  nervous  when  you  buy  them 
so  you  kind  of  leave  them  alone  for  a 
while  to  let  them  settle  in.  We're  ex- 
posed for  a  short  period  of  time." 

Figgie  concedes,  however,  that 
fundamental  problems  also  have  sur- 
faced  in   companies   that  have  been 


with  "Automatic"  longer.  Powhatan, 
a  small  brass  conipan\  acquired  in 
196o.  was  hurt  badly  on  an  inventorx 
problem  the  >ear  before.  Weren't 
Automatics '  controls  at  fault  here? 
"You  don  t  take  a  fellow  who  s  been 
with  a  fimi  for  40-odd  years  and  do- 
ing real  well  and  suddenly  ovei-whelm 
him  with  modern  management  tech- 
niques," Figgie  e.xplains.  "Wc  had 
just  begun  to  get  back-up  manage- 
ment and  s\stems  in  the  division 
when  the  man  bec-omes  sick  and 
handles  his  inventors  in  such  a  \\a> 
that  he  comes  up  with  a  los;;  of  a 
cxjuple  of  a  million  dollars.  He  thought 
the  price  was  going  up,  and  he  got 
caught  on  the  downside  with  firm 
u)n  tracts." 

And  Figgie  also  concedes  that  after 
the  hone>moon  period  some  of  his 
acTjuisitions  looked  less  attractive.  He 
blames  this  on  outside  auditors.  "Some 
of  the  companies  that  we\e  bought 
that  were  !uil\  audited  liatl  some 
practic-es  we  just  couldn't  Uve  with, " 
he  admits.  "We've  got  one  division 
where  we  ve  written  off  some  ^700,- 
000  in  accounts  receivable  over  the 
last  two  years.  They  were  considered 
good  before  we  bought  them.  Thev 
weren't.  We  had  another  tlivision 
wliere  we  cleaned  up  a  million  and 
a  half  in  inventories.'  In  the  future. 
".Automatic"  will  use  its  own  auditors. 

The  addition  as  chief  operating  of- 
ficer of  James  H.  Coss,  61,  former  boss 
of  General  Electrics  overseas  opera- 
tions, will  presumably  tighten  control. 
Sa\s  Figgie,  "We're  in  .i  tinnarounil 
right  now  and  we  expect  to  be  back 
to  1967  levels,  whether  \()u  want  to 
talk  "as  reixjrted'  or  'pooled,  b\  1970. 
And  that  s  it  we  don't  make  another 
actiuisition."  To  make  sure  that  this 
comes  to  pass,  he  hints  that  "Automa- 
tic" may  partialK  li(|nidate  its  hold- 
ings in  U.S.  Pipe  (24^)  or  Certron 
iWl). 

We   Havent  Lost  Yet 

Figgie  reluses  to  admit  that  his 
acquisition  techniques  are  faulty. 
■•(.Jur  problems  aren't  any  different 
hom  tliose  of  an\  other  compaiu'  in 
the  U.S.,"  he  says,  speaking  from  his 
background  of  nine  years  as  consultant 
with  Booz,  Allen  &  Hamilton.  "This  is 
like  inters  ievving  a  football  team  at  the 
half  and  sa\ing  "f hiven  t  you  lost  the 
game?*  The  game  isn't  over  yet."  All 
Figgie  asks  for  is  time.  "It  isn't  the 
acquisition  that  makes  a  companx 
great,"  he  says,  "it's  what  they  do 
with  the  acquisition  over  five  years. 
Agreed,  but  Figgie's  critics  reply  that 
a  really  sharp  conglomerator  should 
be  able  to  present  small  mishaps  from 
becoming  big  ones.  And  he  should 
resist  promising  more  than  his  man- 
agement techniques  can  deliver.  ■ 
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Red  Ink  Alert 


Some  very  big  defense  contractors  are  running  way  over 
cost  estimates  on  some  very  big  contracts.  They  can  expect 
some  relief  fromUncle  Sam,  but  the  question  is:  How  much? 


Acc;ORDi.NG  to  some  very  pessimis- 
tic estimates,  Lockheed  Aircraft 
Coi-p.  could  lose  $600  million  on 
its  contract  to  build  58  giant  cargo 
and  transport  planes  for  the  Air 
Force. 

The  aerospace  industry  predicts 
that  North  American  Rockwell  will 
lose  close  to  SlOO  million  on  its 
subcontract  from  General  Dynam- 
ics to  produce  bombsights  and 
navigation  radar  for  the  F-111 
fighter  bomber. 

United  Aircraft,  which  has  a 
sub-subcontract  on  the  equipment, 
ahead)  has  written  oft  $35  million. 

Hoeing  may  lose  $10  million  on 
its  dcvek)pment  contract  for  the 
short-range  attack  missile. 

\\\  are  hoping,  however,  that  tlie 
U.S.  Government  will  show  them 
some  mercy.  The  question  is:  How 
))ii/t7i  mercy? 

The  defense  companies  have  at 
least  a  chance  of  getting  the  Gov- 
ernment to  make  up  some  or  all 
of  their  losses.  Why?  Partly  be- 
cause inflation  is  making  original 
estimates  worthless.  Another  rea- 
son: With  projits  on  goveniment 
contracts  strictly  limited,  wliy 
should  potential  losses  be  un- 
limited'? 

hi  >ears  past  these  arguments 
almost  certainly  would  have  gotten 
a  syinpafhetic  hearing  both  at  the 
Pentagon  and  on  Capitol  Hill.  Now, 
an  increasingly  budget-minded  De- 
fense Department  and  Congress 
iue  showing  resistance. 

Until  Robert  S.  .McXamara  be- 
came Secretars'  of  Defense,  con- 
tracts for  new  weapons  systems 
usually  were  on  a  cost-plus-6't 
basis — which  meant  that  profits 
were  virtually  guaranteed.  But  .Mc- 
Xamara felt  these  contracts  didn't 
give  any  incentives  for  the  contrac- 
tors to  save  the  Government  mone\'. 

To  remedy  this,  McNamara 
introduced  fixed-price  incentixe 
contracting,  under  which  the  con- 
tractors could  make  higher  profits 
if  they  kept  costs  under  control. 
.-\long  with  this  carrot  went  a 
st'ck:  The  profit  margin  went 
down  as  costs  went  up;  if  the\- 
went  above  a  set  ceiling,  the  con- 
tractor lost  money. 

Later,  McNamara  introduced 
another  change  in  contracting — 
total-package  procurement.  This 
meant  that  a  total  weapons  system 
— its      development,      production, 


training  and  spare  parts — were  all 
bought  in  a  single  contract.  Pre- 
viously, the  aerospace  companies 
had  vied  only  for  the  development 
end,  and  the  winner  received  the 
production  end  as  a  matter  of 
course.  The  old  system  encouraged 
contractors  to  bid  low  on  develop- 
ment contracts  because,  without 
competition,  they  could  more  than 
recoup  on   the  production  end. 

The  McNamara  methods  cer- 
tainly went  far  towards  putting  de- 
fense contracting  on  a  more  busi- 
nesslike basis.  But  they  have  not, 
obviously,  made  life  easier  for 
the  companies  involved — especial- 
ly with  inflation  getting  out  of  hand. 

At  any  rate,  the  Pentagon  so  far 
has  been  taking  a  dim  view  of  the 
companies'  pleas  for  the  Govern- 
ment to  bail  them  out.  "A  lot  of 
companies  don't  realize  that  we 
meant  business,  that  they  couldn't 
l)id  low  and  get  well  later,"  says 
Robert  H.  Charles,  Assistant  Secre- 
tary of  the  Air  Force,  who  is  credited 
with  fathering  the  total-package 
concept.  Adds  Deputy  Assistant 
Secretary  of  Defense  John  Malloy: 
"We  insist  on  contract  commit- 
ments." 

The  aero.space  industry  has 
many  sympathizers,  among  them 
new  Defense  Secretary  Melvin 
Laird  and,  in  Congress,  the  chair- 
men of  the  armed  forces  and  ap- 
propriations committees — I^ichard 
B.  Russell  of  Georgia  and  John 
Stennis  of  Mississippi  in  the  Sen- 
ate, and  Mendel  Rivers  of  South 
Carolina  in  the  House.  On  the 
other  hand,  in  both  the  Senate 
and  the  liouse,  the  demand  has 
been  growing  to  put  a  curb  on 
defen.se  spending.  Even  Senator 
Stuart  Symington  of  Missouri,  the 
former  Secretary  of  the  Air  Force, 
has  joined  the  clamor. 

The  contractors  will  probably 
get  some  relief.  It's  likely  the 
Pentagon  will  modify  the  con- 
tract system  inaugurated  by  Mc- 
Namara, for  Malloy  says:  "Tuning 
the  system  may  be  in  order.  There 
can  be  a  hard  contract  for  most  of 
the  program  and  another  type  of 
arrangement  for  the  predicted 
high-cost  areas."  But,  significantly, 
he  talks  of  "tuning"  the  system,  not 
changing  it.  Even  with  McNamara 
gone,  the  defense  industry  knows 
that  it  is  in  for  a  hard  time  if  it 
can't  meet  cost  estimates.  ■ 
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The  Great  Gourmet  Boom 

From  a  seat  of  drudgery,  the  American  kitchen  has  become  a  status  symbol,  and  gourmet 
dining— or  an  attempt  at  it-has  become  one  of  an  affluent  society's  most  "in" activities. 


".  .  .  In  eating,  iheij  mix 
things  together  with  the 
strangest  incongruity  imagin- 
able. I  have  seen  eggs  and 
oysters  eaten  together;  the 
sempiternal  ham  with  apple 
sauce;  beef  steak  with  stewed 
peaches;  and  salt  fish  with 
onions.   The  bread  is  every- 

PooB  Dame  Trollope  became  a  target 
of  abuse  when  her  book.  Domestic 
Manners  of  the  Americans,  appeared 
in  1832,  but,  as  Mark  Twain  remarked 
in  a  suppressed  passage  of  Life  on 
the  Mississippi,  Dame  Trollope  "was 
merely  telling  the  truth,  and  this  in- 
dignant nation  knew  it."  Twain  be- 
lieved that  by  his  time  the  U.S.  had 
become  somewhat  more  civilized.  Per- 
haps the  cigars  were  better  and  the 
whiskey,  but  the  fact  remains  that, 
even  in  Twain's  time,  the  U.S.  was 
far  from  a  gourmet's  paradise.  A  cen- 


where  excellent,  but  they 
rarely  enjoy  it  themselves,  as 
tliey  in.sist  upon  eating  hor- 
rible Jtalf-baked  hot  rolls 
both  morning  and  evening. 
The  butter  is  tolerable;  but 
they  seldom  have  such  cream 
as  every  little  dairy  produces 
in  England.  .  .  .  They  eat  the 

tury  after  Dame  Trollope  visited  this 
country,  it  was  possible  to  find  first- 
class  restaurants  in  New  York,  New 
Orleans  and  San  Francisco;  and, 
though  few  living  Americans  re- 
member it,  the  food  in  railroad  din- 
ing cars  was  excellent.  With  these 
exceptions,  however,  the  U.S.  was  a 
gastronomic  wasteland,  with  only  an 
occasional  small  oasis.  Every  true-blue 
American  was  supposed  to  adore  his 
mother's  cooking,  and  most  Americans 
did,  especially  when  they  compared 
it  with  their  wives';  but  this  was  sim- 


Indian  corn  in  a  great  variety 
of  forms  .  .  .  but  in  my  opin- 
ion dll  bad There  is  a 

great  tcant  of  skill  in  the 
composition  of  all  sauces, 
not  only  with  fish  but  with 
everything.  .  .  ." 

— Mrs.  Fr.ances  Trollope 

ply  part  of  the  American  credo. 
Actually,  the  average  American  wom- 
an, whether  mother  or  wife,  knew 
only  how  to  destroy  food.  If  she  had 
ever  looked  in  a  cookbook,  it  prob- 
ably was  Fannie  Fanner's  The  Bos- 
ton Cooking  School  Cook  Book, 
which  was  originally  published  in 
1896  and  told  her,  among  other 
things,  that  lamb  should  be  cooked 
for  an  hour  and  45  minutes  and  string 
beans  for  three  hours.  Not  until  1930, 
when  The  Better  Monies  i:r  Gardens 
Cook  Book  appeared,   did  American 
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Art  Or  Business?  It's  both, 
and  for  some  it  has  become 
fairly  lucrative  business. 
Pierre  Franey  (left),  former 
chef  at  Pavilion,  is  now  a  big 
businessman,  a  vice  presi- 
dent of  Howard  Johnson. 
Diana  Kennedy  (below)  earns 
her  living  by  teaching  others 
to  cook.  Craig  Claiborne  and 
James  Beard  (right)  do  the 
same  by  eating  and  com- 
plaining. And  Julia  Child 
(far  right)  is  a  TV  personalify. 


ttxjks  have  a  better  guide. 

From  the  earhest  days  of  the  Re- 
pubhc,  there  were  regional  dishes, 
which  ahnost  e\er>  housewife  learned 
to  cook  reasonabh  well  and  which 
inan\  gourmets  relish  even  toda> . 
Craig  Claiborne,  the  professional  pal- 
ate of  The  Seic  York  Times,  for  ex- 
ample, says  that,  as  a  Southerner,  he 
still  enjo>s  what  Negroes  call  "sr,v\ 
food."  He  adds:  "I  grew  up  eatiii<: 
c-ollard  greens  and  I  love  them.  People 
are  appalled  when  I  say  it,  but  I  like 
grits.  .  .  .  Philadelphia  pepper  pot  is 
a  great  dish."  Says  Earle  R.  MacAus- 
land,  editor  and  publisher  of  Gour- 
met magazine:  "As  a  .New  Englandei . 
I  still  like  m\  Boston  baked  beans  and 
m\-  fish  cakes."  Even  Claiborne  and 
MacAusland.  however,  would  not 
c-onsider  these  regional  foods  gounnet 
dishes.  Even  the  people  who  invented 
them  didn't. 

Times  changed,  and  the  change  has 
created  what  might  almost  be  called 
a  new  industr> — "the  gounnet  indus- 
tr\."  There  are  those  like  George 
Christy  of  Los  Angeles  magazine  who 
insist  that  it  hasn't.  He  says  the  U.S. 
still  is  a  gastronomic  wasteland.  The 
Christys  are  in  the  minorit> ,  however. 
No  less  an  authority  than  Pierre 
Franey,  who  ran  the  kitchen  at  Le 
Pavilion  under  the  late  Henri  Soule, 
when  it  was  the  most  famous  of  the 
imute  cuisine  restaurants  in  the  L'.S.. 
says:  "I'm  surprised  by  how  man\ 
fine  meals  you  can  now  get  in  Amer- 
ican homes,  and  by  the  variet). 
.Americans  have  developed  a  Kne  of 


e.xperimentation  in  the  kitchen.  They'll 
try  anything." 

The  fact  is,  despite  Christy,  that 
in  the  past  t%vo  decades  .Americans 
ha\e  become  fascinated  with  food. 
They  ha\e  learned  to  cook  Spanish, 
Italian,  Chinese,  and  lateh  Greek 
and  Turkish  foods.  Restaurants  serv- 
ing foreign  dishes  have  sprung  up 
all  over  the  nation,  even  in  such 
unlikely  places  as  Rapid  City,  S.D., 
wher"  The  Embers  offers  tempura 
and  teriyaki  steaks.  New  York,  New 
Orleans  and  San  Francisco  no  longer 
are  alone  in  having  first-class  restau- 
rants. One  can  find  them  almost  ever\  - 
where.  In  Cincinnati,  for  example, 
sa>s  Claiborne,  there  are  "two  restau- 
rants equal  to  the  best  of  Manhattan 
and  San  Francisco  [the  Maisonette 
and  Pigall's].  Aspen  has  fantastic 
restaurants,  the  Copper  Kettle,  the 
Paragon.  They're  worth  making  a  tour 
to  get  to." 

Even  Washington  now  has  good 
restaurants,  sa\s  John  MacNair  Ros- 
son,  who  eats  and  tells  for  the  Wash- 
ington Evening  Star.  That  city  was 
once  just  about  the  last  place  in  the 
I'.S.  to  dine  out,  because  the  people 
who  cared  about  food — diplomats,  for 
example — all  had  cooks  and  enter- 
tained at  home.  Now,  says  Rosson, 
"some  prett\  good  restaurants  are 
popping  up  all  over  the  place  in  the 
suburbs."  He  cites,  among  others,  the 
James  Three  Restaurant  on  the  road 
to  Rockville,  .Md.,  and  the  .Meadow- 
lark  Inn  near  Poolesville,  .Md.,  which 
has    a    relatively    sophisticated    conti- 


Woman's  Place?  No.  Man's  place  is  in  the  kifchen  say 
an  increasing  number.  Gourmet  was  staried  by  a  man 
for  men.  Julia  Child's  rival  on  TV,  "The  Galloping  Goi/r- 
mef,"  is  a  man  (left).  And  men  crowd  fhe  coo/c/ng  schools. 
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nental  menu,  "way  above  the  previous 
fare  generally  found  in  the  suburbs." 

Paradoxically,  there  has,  at  the 
same  time,  been  a  slow  but  stead\ 
decline  in  the  standards  of  the  haute 
cuisine  restaurants.  There  are  only  a 
handful  of  them  in  the  U.S.,  and  it's 
a  rare  .American  who  can  afford  to 
dine  in  them  regularly,  but  those  who 
do  insist  that  most  of  them  no  longer 
are  what  the\  were.  "It's  become  ex- 
tremeK'  difficult  to  maintain  stan- 
dards," sa\s  Franey.  One  reason,  he 
sa\s,  is  the  union.  "When  I  started 
at  Pavilion,  we  had  30  people  in  the 
kitchen  working  a  split  shift.  The 
union  said:  No  more  split  shifts.  W'e 
had  to  almost  double  the  number  of 
people.  I'm  not  criticizing  the  union, 
but,  if  you  have  to  double  the  staff, 
\ou  have  to  cut  .somewhere  else. " 

It's  no  longer  possible  to  keep  a 
man  by  giving  him  a  raise,  says 
Franey,  because  "the  union  says  you 
n)ust  gi\e  everxone  in  the  kitchen 
a  raise.  And  you  can't  promote  him 
unless  the  man  has  seniority. " 

Franey  also  believes  the  very  pro- 
liferation of  good  restaurants  in  the 
U.S.  has  made  the  haute  cuisine 
restaurant  a  "dying  institution."  He 
explains:  "You  import  a  salad  chef 
from  Paris  and  pay  him  S200,  $300 
a  week.  Somebody  opens  a  new 
restaurant  and  ofiers  him  $400  to  run 
the  kitchen.  He  goes. "  Columnist  Herb 
C'aen  of  the  San  Francisco  Chronicle 
c-omplains:  "Haute  cuisine  is  going 
downhill." 

Tasting  Together 

The  average  American,  who  can't 
afford  to  dine  at  Lafayette,  Lutece  or 
La  Grenouille,  will  hardh  weep  over 
this.  It's  the  proliferation  of  good,  if 
not  great,  restaurants  that  interests 
him.  These  restaurants  have  created 
a  new  rage  in  suburbia,  the  gourmet 
club,  whose  members  not  only  cook 
for  each  other  but  make  tours  of  the 
U.S.  and  Europe  to  dine  at  restaurants 
they've  heard  and  read  about.  Char- 
lotte, N.C.,  for  example,  has  the  De 
Gustibus  Society,  founded  in  1961. 
The  membership  consists  of  18  busi- 
nessmen and  their  wives,  who  hold 
three  black-tie  dinners  a  year  at 
restaurants  noted  for  their  chefs.  The\ 
also  hold  less  formal  dinneis  at  each 
other's  homes. 

Says  Mrs.  Joseph  L.  Barach,  one 
of  the  early  members  of  the  club, 
whose  husband  is  manager  of  pro- 
gramming and  planning  for  Celanese 
Corp.  in  Charlotte:  "We're  people 
who  travel  and  we've  been  to  the 
finest  restaurants." 

Publishing  cook  books  has  become 
a  major  industr>.  The  days  wlien 
-American    women    had    only    Fannie 
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Tasty  Profit  Margin.  More 
and  more  supermarkets  are 
stocking  gourmet  foods.  The 
reason  is  the  best  possible: 
They  can  get  about  a  35% 
markon  on  them  vs.  the  aver- 
age 19%  on  less  fancy  foods. 


Fanner  to  lean  on  are  gone.  Now 
they  have  tlioiisands  of  cook  books 
to  choose  from — nobody  knows  how 
many,  but  the  Brooklyn  Public  Library 
alone  carries  2,200  titles,  ranging  from 
The  I  Hate  to  Cook  Book  to  The  I  Love 
to  Cook  Book,  and  including  Tlie  I 
Love  Peauiit  Butter  Cookbook  and 
The  Seducer'.s  Cookbook. 

Nobod\-  keeps  records  of  how  many 
cookbooks  are  sold  in  the  U.S.  every 
year,  but  there  are  scattered  figures, 
available.  Tlie  Better  Homes  6-  Gar- 
dens Cook  Book  is  second  to  Dr.  Ben- 
jamin Spock's  The  Pocket  Book  of 
Baby  and  Child  Care  on  the  all- 
time  best-seller  list  with  13.5  million 
copies.  Since  19.50,  according  to  Gen- 
eral Mills,  which  sponsors  it,  8  million 
copies  of  Betty  Crocker's  New  Picture 
Cook  Book  ha\e  been  sold.  In  con- 
trast, since  its  publication  in  1937, 
less  than  9  million  copies  of  Gone 
With  the  Wind  have  been  sold. 

Cookbooks  are  not  easy  to  write  or 
edit.  On  the  contrary,  says  Jack  Den- 
ton Scott,  who  has  written  novels  and 
tra\el  books  as  well  as  a  cookbook. 
Complete  Book  of  Pasta:  "When  you 
write  a  cookbook,  \our  readers  can 
prove  \ou're  wrong.  If  the  recipe 
doesn't  work,  that's  it;  you  might  as 
well  leave  the  countr\ . "  Says  Richard 
Williams,  who  edits  the  Time-Life 
cookbooks:  "Oh,  the  headaches.  You 
can't  make  a  mistake,  not  one.  In  our 
Chinese  cookbook,  we  ran  a  recipe 
for     almond     cookies.     The     printer 


"Something  in  a  nice  white  wine.' 

Drawing  by  George  Price;  Q  1954  The  New  Yorker  Magazine,  Inc. 


dropped  a  line  from  the  list  of  in-4 
gredients,  and  the  proofreader  didn't 
catch  it.  The  letters  that  poured  in! 
I  even  got  one  from  our  Los  Angeles 
bureau  chief — along  with  a  sample 
of  a  cookie  his  wife  had  baked."  The 
Time-Life  cookbooks,  incidentally,  are 
the  latest  e.xample  of  the  mania  tor 
cookbooks  that  has  swept  the  U.S. 
The  first  one,  a  book  on  French  pro- 
vincial cooking,  appeared  only  a  year 
ago.  According  to  Mrs.  Joan  Manley, 
director  of  sales,  more  than  half  a , 
million  copies  have  already  been  sold.  I 

Despite  tlie  uitficuity  ot  vvntnig 
and  editing  cookbooks,  they  are  being 
turned  out  in  ever-increasing  num- 
bers. In  1959,  says  Jean  Norrington, 
librarian  for  Publishers'  Weekly,  78 
cookbooks  were  published.  Last  yem 
there  were  244. 

Another   example   ot   tlie  mania  is 
the  success  ot  Menus  by  Mail,  which 
Mrs.  hartley  C.  Crum,  widow  of  the 
San  Francisco  lawyer  who  served  as 
a  member  of  the  U.S.  delegation  to 
the  U.A.,  issues  troin  the  living  room 
ot    her    iNew    York    apartment.    Mrs. 
Crum   iias  seven  sets  ot  menus  and 
recipes,  selling  tor  aOout  !^I2.5U  eacli. 
Hardly   a   paur>'    amount,    but   8,UUt 
men    and    women    have    bought    the 
menus  since  Mrs.  Crum  started  send- 
ing them  out  in  1963,  including  Mrs 
Aristotle  Onassis;  Pauline  Trigere,  tht 
designer;   Marion  Ja\its,  wife  of  th( 
senator;    Dina    Merrill;    the    Contessi 
di    Carpegna    in    Rome;    and    Piinct 
Jean   de   liourbon   in   fails.    In   Mrs 
Crum  s   files    is    a   letter    that   reads 
"Menus  by  Mail  ...  is  just  what 
shall  need  when  I  am  married  in  thi 
near  future.  .  .  .  Please  send  it  to  m« 
c/o  Mr.  John  D.  Rockefeller  1\'.  .  . 
Sincere!) ,  Sharon  Percy." 

From  Hobby  fo  Business 

Still  another  e.xample  is  the  succes 
of  Gourmet  magazine,  which  ha 
a  circulation  approaching  450,00C 
"When  1  started  Gourmet  in  1941, 
lot  of  m\'  friends  called  me  crazy,  say 
ing  there  was  not  enough  interes 
in  gourmet  cooking  to  support  sue 
a  magazine,'  reports  Publisher  Mac 
Ausland.  I  made  a  business  out  of 
hobby. "  MacAusland  started  th 
magazine  onl\  tor  New  York  Cit 
and  the  metropolitan  area  but,  h 
says,  "without  an\'  circulation  proiiK 
tion,  over  a  period  of  years  we  foun 
we  had  more  circulation  in  Californi 
than  in  any  other  state.  Believe  it  c 
not,  Texas  has  been  fifth  or  better  o 
our  circulation   list   for  many   years 

The  gastronomic  re\'olution  n.iti 
rally  has  also  exploded  into  televism 
Dione  Lucas,  who  now  runs  tl 
Potters  Yard  Brasserie  in  Benningto 
\'t.,  gave  the  first  cooking  lessons  c 
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A  little 
leasing  goes 

a  long  way 


Leasing  computers  is  a  general  busi- 
ness Leasing  only  certain  computers, 
in  selected  environments,  is  a  spe- 
cialized business.  CLC  is  a  specialist. 
*  CLC  computer  and  automation  ex- 
perts concentrate  on  large  computers 
which  are  in  place,  at  work,  and  care- 
fully matched  to  the  computing  require- 
ments of  an  industrial  or  scientific  situa- 
tion. Computers  that  are  integral  to  a 
whole  production  purpose.  Shut  them 
down  and  you  close  the  plant. 

Another  thing.  Being  selective  about 
leasing    computers   means   not   limiting 


the  business  to  just  one  manufacturer's 
equipment.  CLC  leases  all  large-scale 
systems — systems  already  meticulously 
chosen  by  their  users  for  long-term  dedi- 
cation to  exact  large-scale  projects.  There 
are  no  surprise  changes  in  that  league. 

Put  it  this  way.  Leasing  computers, 
like  using  computers,  is  a  matter  for 
experts.  A  lot  of  identical  little  ones  is 
not  necessarily  good  business.  It's  not 
how  many  leases  you  make,  but  how 
many  makes  you  lease. 

At  CLC  we  make  a  big  business  out 
of  the  long  way  a  little  leasing  can  go. 


CLC  Net  Income 

in  HundfetJi  of  Thoulandi^ 
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Gourmet  Decor.  Gourmef  foods 
have  made  fhe  kUchen  fhe  glam- 
our room  in  the  home.  And  they 
also  have  made  women  demand 
glamour     aprons     like      this     one. 


television  in  1947.  Today,  the  .screen 
is  filled  with  them.  In  Los  Angeles, 
for  example,  one  can  watch  15 
cooking  shows  a  week.  Julia  Child 
appears  on  three  different  channels. 

Julia  Child  has  long  been  the  cook- 
ing star  of  T\',  but  recently  a  rival 
has  arisen,  British-born  Graham  Kerr, 
who  calls  himself  "The  Galloping 
Gourmet."  Kerr  is  the  Liberace  of 
cooking:  He  smirks  and  simpers  and 
prances  and  pirouettes.  He  has  27 
changes  of  costume.  There  are  house- 
wives who  love  him. 

Of  actual  cooking  schools,  there 
must  be  hundreds.  Nobody  Ins  ever 
attempted  to  count  them,  but  it's  hard 
to  find  a  town  in  the  U.S.  of  any  size 
that  doesn't  have  at  least  one.  In 
Huntington  \'alley.  Pa.,  there  is  the 
Madleine  Kaminan  School  of  Tradi- 
tional French  Cuisine;  Mrs.  Kamman 
has  a  diploma  from  L'Ecole  des  Trois 
Gourmandes.  In  Chappaqua,  N.Y., 
there  is  the  Abby  Gail  Kirsch  School 
of  Cookery;  Mrs.  Kirsch  trained  at 
the  Culinary  Institute.  Ann  Roe  Rob- 
bins  runs  a  cooking  school  in  the 
middle  of  Manhattan. 

There  are  .specialized  cooking 
schools  of  every  kind.  In  New  York 
there  is  even  a  Mexican  cooking  school 
run  by  Diana  Kennedy.  In  Los  An- 
geles there  is  a  cooking  school  that 
teaches  egg  recipes,  run  by  the  pro- 
prietors of  The  Egg  and  The  Eye 
restaurant,  which  serves  omelets, 
cooked  in  forty  diilerent  ways. 

One  reason  for  the  spci  i;  'i  ■  ' 
schools,  says  Jane  Montant,  executi\ 


editor  of  Gourmet,  is  that  "there  are 
fads  in  gourmet  cooking.  There  is  a 
rage  for  a  certain  dish  one  week  and 
for  another  the  next."  Says  Claiborne: 
"The  rage  right  now  is  for  Beef  Well- 
ington. I  don't  like  it." 

Since  women  are  spending  so  much 
time  in  the  kitchen,  many  have  made 
it  the  most  glamorous  room  in  the 
house.  George  Doan,  a  Philadelphia 
interior  designer,  says:  "The  kitchen- 
living  room,  which  disappeared  with 
the  advent  of  central  heating  when 
the  family  no  longer  had  to  huddle 
together  around  the  hearth,  is 
definitely  back  in  style."  Women  will 
fill  their  kitchens  with  all  sorts  of  gad- 
gets to  make  cooking  more  efficient 
and  less  time-consuming:  self-cleaning 
ovens,  for  example,  with  self-timers 
and  rotisseries.  The  real  status  gadget 
right  now  is  the  electronic  oven, 
which  can  cook  almost  anything  in  a 
fraction  of  the  time  a  regular  oven 
does.  General  Electrics  model  can 
roast  a  12-pound  frozen  turkey  in  an 
hour  and  a  half.  Just  try  doing  that 
with  a  frozen  turkey  in  a  regular  oven. 

Kitchens  now  may  cost  as  much  as 
a  whole  house  did  only  20  years  ago. 
West  Philadelphia  Decorating  Co., 
which  does  over  100  kitchen  remodel- 
ing jobs  a  year,  estimates  that  a 
deluxe  job  will  come  to  between 
$8,000  and  $10,000.  Philadelphia  in- 
terior designer  Luis  Cordano  recently 
did  a  super  deluxe  one  that  ran  to 
more  than  $20,000. 

Thirty  years  ago,  the  well-bred 
iiiddle-class     woman     regarded     the 


kitchen  as  something  degrading — a 
place  for  the  hired  girl.  What  made 
cooking  a  status  activity?  World  War 
II,  the  experts  agree,  was  a  factor. 
GIs,  who  considered  a  hamburger 
with  three  kinds  of  relish  a  delicacy, 
went  on  leave  in  Paris  or  Rome  and 
found  themselves  faced  with  a  variety 
of  exotic  dishes  which  they  learned 
to  like."  When  they  came  home,  they 
demanded  them. 

The  internationalization  of  the  U.S. 
corporation  is  another  factor.  Corpora- 
tions now  have  offices  all  over  the 
world.  The  wives  of  the  American 
executives  may  never  have  had  a 
cook  before,  but,  in  Rome  or  Paris  or 
Athens  or  Tokyo,  they  certainly  will. 
Again,  they  and  their  families  will 
learn  to  enjoy  the  native  foods. 

And  finally,  of  course,  there  is  the 
factor  of  affluence.  Americans  have 
the  money  to  vacation  abroad  in  ever- 
increasing  numbers,  and  not  on  $5 
a  day,  either.  They  eat  in  the  best 
restaurants  and  learn  what  decent 
food  is. 

Genera/  Foods'  Mistake 

Naturally,  this  development  has  not 
gone  unnoticed  by  the  giant  food 
companies  or  the  companies  that 
manufacture  cooking  utensils.  Nearly 
all  of  them  have  been  attempting  to 
capitalize  on  the  interest  i.i  gourmet 
cooking  and  gourmet  dining.  General 
Foods  was  the  first  to  move  into  the 
market,  establishing  a  Gourmet  Foods 
product  line  in  the  summer  of  1957. 
But  General  Foods  moved  too  early, 
when  the  interest  was  first  beginning  to 
develop,  and  the  company  bought  out 
products  that  were  then  much  too 
exotic  (among  them  Swedish  lingon- 
berries).  The  Gourmet  Foods  line 
was  discontinued  two  and  a  half 
years  later. 

Other  companies  have  been  more 
successful,  partly  because  they  were 
able  to  profit  from  General  Foods' 
experience.  As  a  result,  according  to 
Theodore  B.H.  Bolle,  pubhsher  of  Tele- 
food  Magazine,  retail  sales  of  gourmet 
foods — or  specialty  foods,  as  most  of 
the  industry  prefers  to  call  them — 
have  risen  since  1958  from  about 
$200  million  to  $1  billion,  and  they 
are  continuing  to  rise  at  the  rate  of 
about  10%  a  year.  Bolle  adds:  "Al- 
together, I'd  say  there  are  now 
7,000  to  8,000  outlets  in  the  U.S. 
selling  gounnet  foods,  including  the 
special  gourmet  shops,  the  supermar- 
kets, and  department  stores.  Safeway 
International  in  the  city  of  Washing- 
ton is  the  best-stocked  fine-foods  store 
I  know  of." 

Says  D.  Brant  Cotterman,  general 
sales  manager  for  consumer  products 
of  S.S.   Pierce   Co.,   which  last  year 
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tie  Michelin  story 

1895,  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

xilay,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
ichelin  Xf  the  steel-cord  belted  Radial  tire  that  gives  you  all 
ese  high-performance  features:  shock  cushioning  abilities,  full  grip 
all  weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that 
regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10%) . 


1895 


Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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had  about  $60  ^alts,  mostly 

in  specialty  fui-..        is  strictly  a 

guess,  but  I  would  say  that  goumiet 
lines  are  growipe  nt  double  the  rate 
(if  any  food  but  frozen.  I'm  not  as  fa- 
miliar with  frozen,  but  I'd  say  that 
COiciTnet  is  growing  even  a  little  faster 
ili;in   frozen,  on  a  percentage  basis." 

Says  William  N.  Harsha,  executive 
vice  president  of  Pet  Inc.,  which  sev- 
eral years  ago  actjuired  Reese  Finer 
Foods:  "Pet  bought  Reese  because  we 
saw  the  developing  affluence  of  Amer- 
icans and  an  opportunity  of  expanding 
Pet  into  other  food  areas.  Our  objec- 
tive is  a  10%  increase  in  sales  and 
profits  a  year.  We're  doing  better  than 
our  objective." 

As  sales  of  gourmet  foods  have 
risen,  so  have  the  number  of  compa- 
nies in  the  business.  Incorporated  in 
1952  with  fewer  than  a  dozen  mem- 
bers, the  National  Association  for  the 
Specialty  Food  Trade  now  has  160. 
Says  Edward  T.  Sajous,  executive 
director:  "This  is  an  industry  of  small 
companies.  The  majority  are  family- 
owned."  Publisher  Rolle  says  the  range 
for  retailers  is  between  $15,000  and 
$1.5  million  in  sales  a  year;  for  im- 
porters and  distributors,  between 
$50,000  and  $5  million;  for  manufac- 
turers, between  $50,000  and  $5  mil- 
lion. Among  their  products:  snails, 
truffles,  Oriental  delicacies. 

Despite  the  entrance  of  such  giant 
food  companies  as  Pet  and  Borden 
and  Campbell  Soup  (which  now 
owns  Pepperidge  Faiins)  into  the 
business,  it  is  likely  that  this  situa- 
tion will  remain.  For  gourmet  foods 
can  never  be  anything  but  a  specialty 
business;  pate  cle  foic  gras  will  never 
replace  the  hambiuger. 

Critic  Christy  sneers  at  packaged 
gouirnet    foods.    "Look    what    we're 


coming  up  from,"  he  says  with  utter 
contempt.  "We're  coming  up  from 
Heinz  and  Campbell." 

Where  fhe  Chefs  Go 

Actually,  the  food  companies  are 
coming  up  a  long  way  from  Heinz 
and  Campbell.  Even  Campbell  is 
coming  up.  It  has  taken  on  Clem- 
ent Grangier,  who  succeeded  Franey  at 
Le  Pavilion,  to  upgrade  its  products. 
Meanwhile,  Franey  has  gone  to  work 
for  Howard  Johnson.  His  assistant  is 
Jacques  Pepin,  who  was  his  assistant 
at  Pavilion  and  before  that  served  as 
Charles  de  Gaulle's  chef.  Among  other 
things,  they  have  added  beef  bur- 
gundy to  Howard  Johnson's  menu. 

Moreover,  these  foods  upgraded 
from  Heinz  and  Campbell,  which 
Christy  derides,  are  what  has  made  it 
possible  for  the  average  housewife  to 
prepare  a  gourmet  meal.  Dame  Trol- 
lope  deplored  the  inability  of  Ameri- 
can housewives  to  make  sauces. 
Actually,  making  a  sauce  from  scratch 
is  a  very  laborious  process.  It's  only  a 
matter  of  minutes  to  make  any  kind 
of  sauce  (except  such  complicated, 
perishable  sauces  as  hollandaise) 
from  the  stocks  the  food  companies 
arc  now  putting  out.  Says  Franey: 
"The  other  evening,  Craig  [Claiborne, 
who  is  a  close  friend]  and  I  cooked 
dinner  for  Alexis  Lichine,  the  wine 
expert.  We  had  a  filet  of  beef  with 
truffle  sauce.  He  asked  us  how  we 
made  the  sauce.  When  we  told  him 
it  was  with  a  can  of  chopped  truffles 
and  a  can  of  Howard  Johnson  beef 
gravy,  Lichine  would  not  believe  us. 
I  can  assure  you,  that  is  actually  how 
we  made  it.  Essentially,  that's  how  we 
used  to  make  truffle  sauce  when  I  was 
at  Pavilion.  The  only  difference  was 
that   we   made    the    stock  ourselves. 


-  COMPLAIN,  COMPLAIN 


One  of  the  problems  of  running  an 
haute  cuisine  restaurant  in  the  U.S., 
says  Alberto  Heras,  who  runs  the 
Spanish  Pavibon  in  New  York,  is 
that  Americans  will  stand  for  al- 
most anything  without  raising  a 
fuss.  The  service  may  be  slipshod, 
the  food  mediocre.  'They  not  only 
pay  the  bill  without  a  munnur, 
they  will  add  an  extravagant  tip. 
And  when  the  iimitre  cT  says  "I 
hope  you  enjo>ed  \'our  dinner," 
they  will  smile  and  nod  instead  of 
telling  him  the  truth:  The  soup 
was  cold,  the  service  slovenly. 

"That  .sort  of  thi;^.r  never  hap- 
pens in  Europe,"  says  Tleras.  "In 
Europe,  a  man  can  eat  m  a  restau- 
rant 50  times  and  if  his  '^'-i  "i^.i 


v.. 


is  a  bad  one,  he'll  let  the  owner 
know  about  it  right  away.  Amer- 
icans don't  like  to  make  a  scene. 

"Life  would  be  easier  for  consci- 
entious restaurant  owners  if  diners 
would  criticize  more  and  complain, 
complain.  It's  the  only  way  we  can 
keep  our  captains  and  waiters  on 
their  toes.  Sometimes,  I'll  see  a 
waiter  leaning  on  a  chair,  or  I'll 
see  him  let  cigarette  butts  accumu- 
late in  the  ash  trays.  I'll  admonish 
him,  and  he'll  say,  'What  are  you 
talking  about?  They  were  satisfied 
with  the  service.  Look  at  the  tip 
they  left.'  When  people  don't  com- 
plain, the  captains  and  waiters  and 
men  iv-  the  kitchen  start  thinking 
'' ~an  get  away  with  murder." 
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These  convenience  foods  make  it  pos- 
sible for  anyone  to  cook  gounnet 
dishes." 

The  passion  for  cooking  has  pro- 
foundly affected  companies  that  man- 
ufacture cooking  utensils.  For  one 
thing,  the  emphasis  has  gone  from 
appearance  to  utility.  For  another 
thing,  housewives  who  do  gourmet 
cooking  need  a  much  wider  variety  of 
utensils,  not  merely  frying  pans  but 
.sauce  pans,  not  merely  pots  to  boil 
water  in  but  things  like  woks,  a  spe- 
cial type  of  pan  used  for  cooking 
Chinese  food.  Scovill  Manufacturing 
Co.  hired  Rene  Verdon,  former  White 
House  chef,  to  demonstrate  the  ap- 
pliances (like  blenders)  needed  for 
cooking  gourmet  foods. 

Time  Inc.  is  going  into  the  busi- 
ness of  selling  these  utensils  by  mail, 
and  the  reason  shows  the  interrela- 
tionship between  gourmet  cooking 
and  the  pots-and-pans  business.  Ex- 
plains Time's  Mrs.  Manley:  "We 
started  putting  out  the  Time-Life  cook- 
books, and  soon  we  were  getting  let- 
ters from  all  over  the  country, 
complaining:  'The  instructions  say  to 
stir  in  a  wok.  What's  a  wok?  The 
department  stores  in  this  city  never 
heard  of  a  wok.' "  Time  Inc.  decided 
that  it  had  better  sell  woks  by  mail  in 
order  to  make  its  Chinese  cookbook 
of  value  to  its  subscribers.  For  the 
same  reason,  it  will  also  sell  things 
like  pasta  machines  and  cleavers. 

What  Time  Inc.  is  planning,  Rob- 
ert Carrier  has  already  done.  Carrier, 
a  U.S.  citizen,  lives  in  London  where 
he  runs  a  restaurant  and  a  take-out 
food  shop.  He  also  is  the  author  of 
two  cookbooks.  The  English  have 
been  infected  by  the  same  passion  for 
gouimet  cooking  as  the  Americans. 
In  the  summer  of  1967,  Carrier  opened 
a  shop  in  Harrods,  the  London  depart- 
ment store,  to  sell  utensils  for  gourmet 
cooking.  It  was  such  a  smashing  suc- 
cess that,  in  September  of  last  year, 
R.H.  Macy  opened  Carrier  Cookshops 
in  New  York.  It  now  has  Carrier 
Cookshops  in  six  of  its  stores  and  will 
soon  have  a  seventh  in  Kansas  City. 
Other  department  stores  also  have 
opened  Carrier  Cookshops,  including 
Higbee's  in  Cleveland. 

Says  Herbert  Wexler,  a  merchan- 
dise vice  president  at  Macy's:  "What 
was  particularly  interesting  when 
we  opened  was  the  number  of  mail 
and  phone  orders  we  received  from 
places  like  Denver  and  Texas  through 
our  advertising.  When  we  opened,  we 
had  one  cash  register  and  we  had  to 
put  on  two  more.  We  opened  in 
September  And  had  to  send  the 
buyer   back   to   Europe  in   October." 

It's  too  bad  Dame  Trollope  can't 
make  a  return  \isit.  ■ 
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'i'll  have  a  Hennessy  Very  Superior  Old  Pale  Reserve  Cognac,  thank  you. 


The  Taste  of  Success 

Every  drop  of  Hennessy  V.  S.O.P.  Reserve  is  Grande  Fine  Champagne  Cognac. 

It's  made  solely  from  grapes  grown  in  La  Grande  Champagne — the  small  district  in 

the  Cognac  region  which  is  the  source  of  the  very  greatest  Cognac. 

What's  more,  Hennessy  is  selected  from  the  largest  reserves  of  aged  Cognacs  in  existence. 

Enjoy  a  taste  of  success  today. . . 

Hennessy  VS.O.E  Reserve  Cognac 


>-4' 


Hcnn.;ssyV. S.O.P.  Grande  Fine  Champaijnc  Cognac.  SO  Proof.  ©ScliicfTflin  cr  C"..  N.V. 


JO  Typhoid,  Hepatitis 

and  Dysentery, 

America  is  still  a 

land  of  opportunity. 


If  that  sounds  improbable  to  you, 
just  consider  our  beautiful  river. 

Like  most  of  our  natural  water  re- 
sources, it's  inhabited  by  the  same  mi- 
crobes that  cause  typhoid,  infectious 
hepatitis  and  amebic  dysentery  in'other 
parts  of  the  world. 

All  those  bugs  want  is  a  chance  to 
make  a  home  and  raise  their  families. 
In  yotir  body. 

And  the  day  that  beautiful  river 
floods,  or  some  other  disaster  contami- 
nates your  purified  water  supply,  the 
bugs  will  get  their  opportunity. 


We  do  have  the  disasters. 

And  we  don't  have  any  long-term  im- 
munization program  against  the  diseases. 

So  why  don't  we  have  the  epidemics 
that  ravage  so  many  other  countries? 

Primarily  because  there's  plenty  of 
disinfectant  available. 

Quite  often,  it's  HTH®  Dry  Chlorine, 
rushed  to  the  scene  from  strategically 
located  warehouses. 

It's  easy  to  handle.  And,  when  it  comes 
to  purifyingwater,or  disinfecting  flooded 
homes,  nobody  has  anything  that  does 
a  better  job. 
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Better  than  the  Savings  Bank 

Youngstown  Sheet  &  Tube  may  not  be  the 
most  glamorous  investment  in  the  world. 
But  Lykes  Corp.  is  happy  to  have  found  it. 


Fr.\.\k  a.  Nemec,  53,  the  first  non- 
Lykes  head  of  New  Orleans'  Lykes 
Corp.,  doesn't  consider  himself  a  con- 
glomerator.  But  around  a  year  ago  he 
found  himself  playing  the  acquisition 
game  like  one.  Nemec's  problem  was 
simple:  How  to  invest  S200  miUion  in 
cash  and  new  borrowing  potential 
released  by  turning  the  venerable 
shipping  company  into  a  holding  com- 
pany {see  box,  below). 

He  called  in  consultants,  developed 
a  strategy  and  then  went  fishing.  Last 
month,  Nemec  started  reeling  in  his 
first  big  catch.  After  a  grueling  four- 
month  batde,  a  battered  Youngstown 
Sheet  &  Tube  was  dragged  aboard 
the  Lykes  steamship,  flapping  weak- 
The merger  of  Lykes  with  eight- 
times-bigger  Youngstown  will  be 
completed  shortly  after  the  stock- 
holders of  both  companies  vote  later 
next  mondi.  Lykes  will  be  trans- 
formed from  a  $100-million,  highly 
profitable  shipping  outfit  with  plenty 
of  cash  and  no  debt  into  a  moderately 
profitable  $l-billion  steel  company 
with  a  shipping  subsidiary.  In  the 
process  Lykes'  earnings  may  double 
from  $2.01  a  share  to  over  $4.50  a 
share  before  conversion  ($3  after 
conversion).  And  plain-spoken,  direct 
Frank  Nemec,  who  joined  Lykes  as 
treasurer  over  20  years  ago  and  be- 
came  president   in   1965,   now   finds 


Nemec  o^  lykes  Corp. 

himself  being  compared  to  Jim  Ling, 
Charles  Bluhdorn  and  that  crowd. 

Now  Nemec  must  explain  what 
he  finds  so  "exceedingly  attractive" 
about  an  industry  that  is  one  of 
the  least  profitable  in  the  country  and 
a  company  that  is  clearly  no  beauty. 
Nemec's  justification  is  that  he  is  a 


bull  on  the  steel  industry.  He  feels 
Youngstown  has  turned  itself  around 
and  is  ready  to  start  moving,  espe- 
cially with  Nemec  himself  on  hand 
to  do  some  prodding. 

"Once  we  decided  to  expand," 
Nemec  says,  "we  decided  not  to  go 
further  into  shipping  because  we  al- 
ready had  $200  million  invested  in 
it  ancj  didn't  want  to  keep  too  many 
of  our  eggs  under  one  chicken."  Hav- 
ing decided  to  diversify,  Nemec  se- 
lected five  areas;  they  were,  in  order 
of  interest:  natural  resources,  distribu- 
tion, financial  services,  manufacturing 
and  transportation. 

"We  feel  there's  a  period  of  violent 
inflation  coming,"  Nemec  says,  "and 
therefore  it  makes  sense  to  us  to  be 
most  interested  in  natural  resources. 
A  natural  resource  company  ofters  us 
the  most  protection  against  inflation, 
and  any  debt  can  be  paid  back  in 
the  future  with  inflated  dollars." 

Having  singled  out  natural  re- 
sources, Nemec  says  he  rejected  the 
oil  industry  as  too  expensive  and  then 
started  sniffing  around  a  number  of 
paper  and  pulp  companies.  "Just  as 
we  started  looking,  the  paper  industry 
started  to  move,"  Nemec  says.  "So  we 
started  looking  at  the  steel  industry." 
Steel?  A  natural  resource?  "Well, 
yes,"  Nemec  says.  "At  least  those  steel 
companies,  like  Youngstown,  that 
own  their  iron  ore  and  coal." 

But  Nemec  likes  the  steel  industry 
for  other  reasons  as  well.  He  feels  that 
the  period  of  debilitating  competition 
with  imports  is  over,  with  the  vol- 
untary import  agreements;  that  the 
steel  pricing  situation  is  destined  to 
become  much  more  stable  and  profit- 


ONE  BIG,  HAPPY,  RICH  FAMIL  Y 


Each  one  of  the  Lykes  Corp.'s 
ships  is  named  after  a  member  of 
the  family.  But  just  because  you 
are  a  Lykes  no  longer  means  you 
automatically  get  your  name  on  a 
ship.  There  are  too  many  Lykeses 
and  too  few  ships.  In  fact,  when  the 
three  35,000-ton  Seabee  ships  are 
afloat,  their  greater  speed,  size 
and  efficiency  will  enable  Lykes  to 
retire  12  of  its  present  59  ships. 
And  the  Lykes  family  is  now  an 
immense,  thovigh  close-knit  clan  of 
30()-plus  sprawled  across  the  South, 
witii  major  concentrations  in 
Tampa,  New  Orleans  and  Houston. 
The  founder  of  both  family  and 
fortune  was  Dr.  Howell  Tyson 
Lykes,  who  settled  in  central 
Florida  in  the  mid-1870s  as  a 
country  doctor.  One  patient  paid 
him   off  with   a   few  cows  instead 
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of  cash,  and  he  found  he  enjoyed 
tending  cattle  more  than  he  did 
doctoring.  He  bought  more  cattle 
and  some  lanchland  and  soon  was 
selling  his  cattle  in  Tampa. 


Tyson  Lykes  first  got  into  ship- 
ping in  the  1880s  when  he  sought 
to  move  a  portion  of  his  herd  to 
Cuba  to  grow  fat  faster  on  the  rich- 
er, taller  grasses  there.  He  originally 
chartered  his  boats,  but  soon 
bought  some,  and  in  less  than  20 
years  was  as  big  a  shipper  as  he 
was  a  cattleman.  He  died  in  1906 
leaving  a  sizable  fortune  in  land, 
cattle  and  shipping,  and  a  sizable 
family  bent  on  making  it  grow. 

His  seven  sons  and  one  daughter 
did  just  that.  Now  they  are  all 
dead,  but  their  children  and  grand- 
children manage  a  wide  diversity 
of  family  enteiprises.  Solon  Turman 
{left)  is  the  son  of  Tyson  Lykes' 
only  daughter  and  senior  member 
of  the  clan.  The  two  principal 
family  interests  are  the  privately 
owned  Lykes  Bros.  Inc.  of  Tampa 
and  publicly  owned  Lykes  Corp. 
(formerly  Lykes  Bros.  Steamship 
Co.)  of  New  Orleans.  Lykes  Bros. 
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[able.  He  was  drawn  to  Youngstown 
'because  the  highly  publicized  over- 
I  capacity  in  the  midwestem  steel  mar- 
ket around  Chicago  has  just  not 
materialized."  Since  1962  Youngstown 
has  invested  S750  million  in  plants  in 
that  market.  And  best  of  all,  Youngs- 
town stock  was  selling  at  2.5%  below 
I  its  book  value. 

Having  decided  on  Youngstown, 
Nemec's  problem  became  how  to  get 
it.  Ever  since  the  Justice  Department 
prevented  the  Youngstown-Bethlehem 
merger  in  19-56,  dozens  of  bargain- 
hunters  have  wooed  Youngstown.  So 
\emec  found  himself  competing  with 
other  suitors.  "We  approached  the 
ctjmpany  in  October  and  they  sat 
on  our  offer,"  he  says.  "Meanwhile  it 
was  plain  that  someone  else  was  be- 
ginning to  buy  into  the  compan\ 
because  the  volume  was  way  up.  We 
soon  found  out  it  was  Signal  Oil. 

When  differences  between  the 
managements  of  Signal  Oil  and 
Youngstown  surfaced.  Signal  Oil 
backed  off  and  sold  its  1  million 
shares  to  Lvkes,  who  was  already 
gobbling  up  as  many  shares  as  it 
could  on  the  open  market.  "By  the 
time  it  was  over  we  spent  $125  mil- 
lion buying  into  Youngstown  and  had 
23.55c  of  the  company,"  Nemec  says. 

That,  as  Nemec  knew,  was  a  big 
enough  foot  in  the  door  to  prevent 
anything  Youngstown  might  do  to 
escape  Lykes.  At  one  point,  Youngs- 
town desperately  tried  to  escape  via 
a  merger  with  Avnet.  Nemec  was 
'"astounded  and  annoyed,  but  not 
worried.  W'e  kept  our  cool,"  he  says. 
"Why  should  we  get  all  excited  when 
all  the  top  cards  were  in  our  hands? 


He  simply  announced  on  the  Dow- 
Jones  ticker  that  Youngstown's  arti- 
cles of  incorporation  required  a  two- 
thirds  vote  on  any  merger.  Because 
Lykes  opposed  the  Avnet  deal,  Nemec 
said,  "It  would  be  difficult,  if  not  im- 
possible, for  Youngstown  to  obtain  the 
necessaiy  vote."  Soon  the  talks  broke 
off  and  Youngstown  started  talking 
turkey  with  Nemec. 

Nemec  may  find  that  making  the 
merged  company  work  will  be  more 
difiicult  than  pulling  oft  the  merger. 
And  even  before  that,  his  timing  may 
be  proved  faulty,  with  the  Govern- 
ment, the  SEC  and  others  all  begin- 
ning to  close  in  on  the  conglomerates. 
(In  fact,  the  Ohio  Attorney  General 
has  asked  the  Justice  Department  to 
investigate  the  merger.)  This  is  a  pos- 
sibility that  Nemec  is  the  first  to  ad- 
mit. 

'We  would  have  been  in  a  much 
better  position  if  we  had  gotten  start- 
ed on  this  track  five  years  before," 
he  says.  "But  it  was  out  of  the  ques- 
tion then  because  we  had  to  unravel 
a  complex  shipping  company  in  order 
to  release  our  capital." 

Nemec  is  now  modeling  a  company 
roughly  along  the  lines  of  his  ideal, 
Textron.  "It  will  have  central  policy- 
making and  autonomous  operations 
composed  of  a  number  of  nucleus 
groups," — the  first  two  being  shipping 
and  steel.  He  says  he  will  not  hesitate 
to  make  use  of  Youngstown's  $100- 
inillion  aiuiual  cash  flow  to  move  into 
other  fields  "if  our  views  on  the  future 
of  steel  should  change."  But  he  has 
already  pulled  a  neat  trick,  by  invest- 
ing his  $200  million  when  the  acquisi- 
tion market  is  flooded  with  biivers.  ■ 


Inc.  evolved  mainly  from  the  orig- 
inal cattle  interests.  Today,  the  com- 
pany owns  400,000  acres  of  ranch- 
land  northwest  of  Lake  Okeecho- 
hee,  Fla.  where  it  raises  cattle  and 
grows  citrus  fruits.  But  the  company 
has  expanded  into  meatpacking  (the 
^biggest  outfit  in  Florida);  has  an- 
other 250,000-acre  ranch  in  Texas; 
is  one  of  the  world's  largest  concen- 
trators of  citrus  products  through 
its  90%  ownership  of  Lykes  Pasco 
Packing;  owns  half  a  bank  in  Clear- 
water, Fla.;  and  is  now  getting  out 
a  line  of  canned  gourmet  foods. 

The  Lykes  shipping  operations 
were  spun  off  from  the  main  t>ody 
of  the  family  holdings  in  1953 
when  the  family  sold  o£F  around  a 
tenth  of  the  company  to  the  public. 
Since  then,  the  family  domination 
of  the  shipping  company  has  grad- 
ually diminished,  leaving  room  for  a 
non-Lykes  such  as  Frank  Nemec  to 
rise.  When  the  merger  with  Youngs- 
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town  is  completed,  the  Lykes  fam- 
ily's present  55%  control  will  be  cut 
by  about  half. 

The  shipping  company  has  been 
so  well  operated  as  to  make  it  one 
of  the  largest,  most  stable  and  most 
profitable  of  all  major  subsidized 
U.S.  shippers.  But  when  Nernec  was 
named  president  four  years  ago,  he 
noted  that  the  company  also  was 
approaching  the  end  of  a  new  ship- 
construction  program;  had  no  debt; 
had  large  amounts  of  cash  and 
was  not  diversified.  He  asked  for 
and  got  the  Lykes  family  backing 
to  put  the  shipping  company  into  a 
holding  company.  This  maneuver 
released  $50  million  in  cash  and 
enabled  Nemec  to  borrow  up  to 
$150  million  more  for  acquisitions. 
Nemec,  after  cutting  his  teeth  on 
a  small  electronics  distributor,  a 
small  bank  and  a  small  insurance 
company,  then  proceeded  to  buy 
Youngstown  (see  story). 


BEHOLD 

San  Antonio's 

Divorslfiod 

Industrial  Hub 


San  Antonio  beckons  scienti- 
fic research,  manufacturing 
and  warehousing  activities. 
Some  important  San  Antonio 
facts: 

•  America's  13th  largest  city. 

•  Population  over  800,000. 

•  50-county  primary  hub  with 
an  effective  buying  income 
of  $AV2  billion. 

•  Major  transportation  cen- 
ter serving  America's  prin- 
cipal cities,  Canada  and 
Mexico. 

•  V2  billion  dollars  in  new 
construction  in  the  past  3 
years. 

•  7  accredited  universities 
and  colleges. 

•  Utility  rates  among  the 
very  lowest  in  the  U.S. 

•  Spectacular  $100  million 
medical  complex. 

•  More  than  850  manufac- 
turers. 

•  Ideal  year  'round  mild  cli- 
mate for  scientific  research 
and  recreation. 

•  Diversified,  productive  and 
cooperative  labor  pool. 


feWuM 


Write  for  San  Antonio  Plant  Location 
Facts  on  your  letterhead  in  confidence 
to:  0.  W.  Sommers,  General  Manager 

Cow  Pmm  Smmm  Bmm 

■■■■■  ELBCTRICITY  AND  NATURAL  OAS  ■■■■■■ 

'Patt/ters  with  You  for  Better  Business' 

SAN  ANTONIO.  TEXAS  78206 
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Jersey,  Texaco,  Gulf,  Meet  BP 

A  mammoth  new  force  is  shaping  up  in  the  U.S.  oil  industry:  British  Petro- 
leum. It  plans  a  double-play  invasion— with  Sinclair  stations  and  Alaskan  oil. 


WmcH  PETROLEUM  COMPANY  lias  the 
world's  largest  reserves  of  crude  oil? 
Jersey  Standard?  Texaco?  Gulf?  Royal 
Dutch? 

None  of  them.  The  largest  reserves 
belong  to  British  Petroleum  Co.  Ltd., 
with  a  company-estimated  20%  of  the 
world's  crude  oil  reserves. 

A  stranger  to  the  U.S.  market  until 
now,  BP  will  not  be  a  stranger  very 
much  longer.  As  the  price  of  getting 
interim  Justice  Department  approval 
for  its  merger  with  Atlantic  Richfield, 
Sinclair  Oil  agreed  to  sell  BP  its  huge 
9,700-station-strong  marketing  net- 
work in  the  eastern  U.S.  Not  many 
companies  have  the  kind  of  money  it 
takes  to  swing  a  deal  like  this:  $400 
million.  One  of  the  few  oil  companies 
in  the  world  that  could  have  swung 
such  a  deal  and  still  gotten  Justice 
Department  approval  was  BP.  So,  last 
month,  BP  acquired  the  Sinclair 
marketing  network  as  well  as  two  re- 
fineries, one  of  which  Atlantic  Rich- 
field threw  into  the  deal. 

The  inevitable  result  will  be 
stepped-up  competition  in  the  U.S. 
oil  industry.  Especially  so,  since  the 


Eric  Drake  aims  fo  cut  BP's 
dependence  on  Middle  East 
facilities    like    Aden    (below). 


Sinclair  purchase  is  only  half  of  a 
double-play  which  well  may  one  day 
make  ,BP's  new  U.S.  subsidiary,  BP 
Oil  Corp.,  as  profitable  an  adjunct  to 
its  business  as  the  Shell  Oil  Co.  is  to 
another  European  company,  Royal 
Dutch  Shell. 

The  other  side  of  the  deal  is  BP's 
major  participation  in  the  great 
Alaskan  oil  find.  When  Alaskan  oil 
begins  flowing  to  BP's  new  properties, 
the  net  effect  could  easily  be  a  dou- 
bhng  or  better  of  BP's  worldwide 
profits. 

BP  is  already  huge.  It  has  world- 
wide sales  of  over  $4  billion,  making 
it  the  world's  sixth  largest  oil  com- 
pany. In  profits,  however,  it  is  an- 
other matter.  While  BP  is  nearly  as 
big  as  Gulf  in  sales,  it  makes  only  a 
third  as  much  money.  Its  net  profits 
amounted  to  barely  3.8%  of  sales  in 

1967  as  compared  with  8%  for  Jersey 
Standard,  14%  for  Texaco,  6.2%  for 
Royal  Dutch  Shell. 

The  problem  is  exactly  the  one  that 
Alaska  and  Sinclair  are  designed  to 
cure:  BP's  exclusion  from  the  world's 
best  market,  the  U.S. 

BP's  new  chaiiTnan,  58-year-old  ac- 
countant Eric  Drake,  who  recently 
took  over  from  Sir  Maurice  Bridge- 
man,  told  Forbes:  "The  Americans 
have  a  wonderful  fenced-in  park  from 
which  they  draw  their  profits.  If  you 
happen  to  have  oil  in  it,  quite  natural- 
ly you  can  make  a  bigger  profit.  We 
had  really  given  up  hope  a  few  years 
ago,  but  now  we  have  some  prospects 
with  Alaska." 

This  is  the  backdrop  for  a  remark- 
able buying  splurge,  notably  by  U.S. 
investors,  which  sent  BP's  price  on 
the  London  Stock  Exchange  from   a 

1968  low  of  7  to  a  high  of  17,  and 
then  on  to  18  shortly  after  the  turn 
of  the  year.  Admittedly,  BP  is  a  vol- 
atile stock  as  oils  go;  only  27.9%  of  its 
357  million  shares  are  held  by  the 
public,  so  it  doesn't  take  much  to 
move  it.  The  balance  is  held  by  the 
British  government  (48.9%)  and  by 
the  Bunnah  Oil  Co.  (23.2%). 

As  Britain's  stock  of  the  year,  BP 
was  also  the  turnaround  of  the  dec- 
ade. Only  18  years  ago,  BP,  then 
known  as  Anglo-Iranian  Oil,  was  a 
virtual  write-oft.  In  1951,  accusing  the 
company  of  everything  but  murder, 
the  late  Iranian  demagogue  Moham- 
med Mossadeq  nationahzcd  its  hold- 
ings, including  not  only  concessions 
but   the   company's   priJe,   the   giant 
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T?  A /^XJ  generation  depends  more  heavily 
l_jx\\^Xl  than  the  last  on  Cement  for 
construction... and  Potash  to  make  things  grow. 

In  the  short  span  of  time  between  generations,  the  per  capita  requirements  for  cement  and  potash  in  the 
United  States  have  grown  substantially.  A  steadily  increasing  demand  for  these  basic  products  is  assured. 
■  Ideal  Basic  Industries,  through  its  Ideal  Cement  Company  Division,  provides  a  dependable  and  economic 
supply  of  Portland  cement,  a  basic  building  material.  For  the  giant  task  of  rebuilding  our  cities,  provid- 
ing new  homes  — even  new  cities  — for  our  growing  population,  for  every  conceivable  construction  need, 
cement  faces  a  period  of  steadily  growing  demand.  ■  The  Potash  Company  of  America  Division,  through 
its  two  high-efficiency  plants,  provides  potash  for  fertilizer,  to  enrich  the  nation's  fields,  and  to  increase 
the  quality  and  quantity  of  available  food  and  fiber.  ■  For  this  generation,  and  for  the  next,  meeting  the 
essential  needs  of  people  is  a  primary  objective  of  Ideal  Basic  Industries. 


eWi)^    IDEAL    CEMENT   COMPANY 


Potash  Company  of  America 


Since  December  31,  1967,  Divisions  of 


IDEAL  BASIC  INDUSTRIES,  INC. 

IDEAL  CEMENT   BUILDING     •    821    17TH   STREET    •     DENVER,   COLORADO  80202 


Abadan  refinery,  then  the  largest  in 
the  world.  In  1950,  before  the  blow 
fell,  BP's  Iranian  production  amount- 
ed to  237  million  barrels.  The  follow- 
ing year  it  was  down  to  some  7  mil- 
lion. Over,;,-  L  BP  had  lo.st  three- 
fourths  of  its  crude  production  and  a 
like  proportion  of  its  refining  capacity. 

In  the  upshot,  BP  got  back  into 
Iran,  but  not  without  the  assistance 
of  the  world  oil  industry  and  a  tightly 
enforced  embargo,  which  finally  top- 
pled Mossadeq.  As  was  to  be  ex- 
pected, BP  had  to  pay  a  price.  What 
had  once  been  its  very  own  was  re- 
duced to  a  40%  share  in  an  inter- 
national consortium.  It  included  every 
member  of  "Le  Club,"  as  the  major 
oil  companies  are  known  on  the  in- 
side, ranging  from  Royal  Dutch/Shell 
with  14%,  to  Esso,  Gulf,  Mobil,  Stan- 
dard Oil  of  California  and  Texaco 
with  7%  each,  and  Compagnie  Fran- 
gaise  des  Petroles  with  6%;  a  second 
group  of  smaller  U.S.  oil  companies 
accounts  for  the  other  5%.  Iran  was 
no  longer  BP's  exclusive  preserve. 

As  consolation,  BP  got  $70  million 
compensation  from  the  Iranian  gov- 
ernment, to  be  paid  in  ten  annual  in- 
stalments starting  in  1957,  and  from 
the  consortium  partners  it  got  $90 
million,  plus  10  cents  a  barrel  until  a 
total  of  $600  million  had  been  paid. 
BP  had  to  agree.  There  was  no  hkeli- 
hood  of  the  Iranians  accepting  the 
British  back  again  alone.  Says  Drake, 
who  was  BP's  man  in  Iran  at  the  time, 
"The  compensation  was  nothing  like 
what  we  lost,  but  it  was  better  than 
nothing." 

Curiously,  it  was  probably  the  best 
thing  (hat  has  ever  happened  to  BP. 
Says  Drake:  "We  got  a  traumatic 
shock,  but  it  stimulated  us  on  the 
marketing  side.  It  came  as  a  strong 
'uoath  of  fresh  air." 


The  shock  woke  BP  from  its  out- 
dated imperial  complacency.  The  com- 
pany had  been  founded  in  the  early 
1900s  by  William  Knox  D'Arcy,  who 
was  newly  returned  to  England  after, 
amassing  a  gold  mining  fortune  in 
Australia.  When  funds  were  needed 
to  exploit  the  oil  strike,  it  was  the 
British  government  itself  that  came 
forward  to  provide  them.  The  move 
was  initiated  by  none  other  than  Win- 
ston Churchill,  then  First  Lord  of  the 
Admiralty.  On  the  eve  of  World 
War  I,  he  was  determined  to  ensure 
oil  for  Britain's  dreadnoughts.  It  was 
Churchillian  rhetoric  that  persuaded 
Parliament  to  vote  the  money.  It 
would  be  "naturally,  inherently  and, 
if  need  be,  demonstrably  absurd,"  he 
thundered,  if  the  navy  could  not  bring 
in  these  "interesting  oil  cargoes." 

Gunboats  and  Oil 

The  deal  was  that  in  return  for  a 
contract  to  fuel  the  Royal  Navy,  the 
government  would  put  up  S8  million 
(later  supplemented  by  an  additional 
$12  million),  receiving  in  return  a 
51%  stake  in  the  company.  It  was  the 
best  investment  the  British  govern- 
ment has  ever  made.  Today,  it  is 
worth  over  $3  billion  on  the  market. 
It  was  poetically  apt  that  while 
Iranian  oil  fueled  British  gunboats, 
they  in  turn  protected  the  Iranian  oil 
investment. 

In  the  1950s  though,  the  Iranian 
crisis  was  just  the  sort  of  thing  that 
could  no  longer  be  settled  by  a  gun- 
boat. BP's  imperial  cast  of  mind  had 
influenced  its  commercial  outlook, 
and  it  didn't  know  how  to  compete. 
With  a  protected  and  cheap  source 
of  supply,  it  had  always  been  able 
to  make  easy  profits  as  a  seller  of 
bulk  oils.  This  policy  called  for  little 
capital  outlay  at  the  marketing  end. 


THE  SEVEN  S/STERS 

Five  big  U.S.  oil  companies  plus  Royal  Dutch /Shell  and  British 
Petroleum  have  dominated  the  international  oil  scene  for  decades. 
Belov»<  is   a   profile   of   the   seven    major   parts   of   worldwide    oil. 


-Latest  12  months - 


Company 
Standard  (NJ.) 
Royal  Dutch/Shell 
Mobil 
Texaco 
Gulf 

British  Petroleum 
Standard  (Calif.) 


Sales 

(blHions) 

$15.8 
13.0 
69 
5.8 
56 
46 
44 


Gain' 

9% 

8.5 

6.6 

7.5 

9.5 
22.5 
16.0 


Net  Per 

Share 

$5.93 
N.A. 
4.23 
6.15 
3.02 
0.52 
5.59 


Gain ' 

10.7% 
N.A. 
11.1 
104 
10.2 
-3.6 
10.3 


Gross  Net  Proven 

Daily  Crude,  Crude,  Liquid 

Liquid  Output     Assets  R-'.erv-st 

(million  bbl.)   (billions)  (billion  bbl.) 


5,2 
3.3 
1.8 

2.8 
2.9t 
2.6 
2.1 


$16.8 
11.3 
6.9 
8.7 
7.5 
3.9 
5.8 


40.3 

27.21: 

11.88 

28.0 

29.6 

83.5 

26.0 


•Over  previous  12  months.     tLatest  repotted  figures      }Eslimated.     N  A.   Not  available. 


and  BP  was  content  to  remain  essen- 
tially a  crude-producing  company.  But 
that  game  was  played  out. 

To  get  moving  again,  BP  had  to 
overcome  three  major  weaknesses:  1) 
its  dangerous  dependence  on  a  single 
source  of  supply;  2)  its  rehance  on 
crude  oil  sales  to  other  companies; 
3)  its  exclusion  from  the  world's 
biggest  market,  the  U.S.  Everything 
that  BP  has  done  since  the  Iranian 
crisis,  up  to  and  including  the  Sinclair 
deal,  springs  from  an  urgent  need  to 
correct  these  imbalances. 

The  first  step  was  to  find  new 
sources,  and  BP's  geologists  did  a  bril- 
hant  job.  In  1967  BP  produced  over 
1  billion  barrels  of  oil,  compared  with 
around  297  million  before  the  Iran 
disaster.  Iran  is  now  only  one,  and 
not  even  the  largest,  source.  In  addi- 
tion, the  company  shares  the  vast  Ku- 
wait oil  field  fifty-fifty  with  Gulf.  It 
has  a  23S%  stake  in  the  Iraq  Petroleum 
Co.,  and  has  two-thirds  of  the  Abu 
Dhabi  offshore  find.  A  major  new 
oil  field  in  Nigeria  is  shared  with 
Royal  Dutch/Shell.  Exploration  and 
production,  partly  in  partnership  with 
Sinclair,  is  being  rigorously  pushed 
in  Columbia. 

A  massive  program  of  refinery  con- 
struction, mainly  in  Europe  but  also  in 
Canada,  Australia  and  elsewhere,  has 
raised  refinery  output  to  623  milfion 
barrels.  Last  year,  three  new  refineries 
with  lOO-miHion-barrel  capacities  were 
commissioned  in  Sweden,  Holland  and 
Germany,  while  work  or  planning 
was  commenced  on  four  more.  Large 
sums  have  also  gone  into  marketing 
and  outlets,  and  BP  has  been  pioneer- 
ing the  self-service  gasoline  pump. 

BP  also  has  diversified  into  petro- 
chemicals and  plastics.  Selling  crude 
for  chemical  feedstock  is  one  way  of 
reducing  BP's  embarrassingly  large 
surplus,  and  it  is  becoming  increas- 
ingly important.  In  the  Fifties  there 
were  still  good  profits  to  be  made 
out  of  crude.  But  in  the  Sixties  BP 
has  had  to  dispose  of  its  crude  in 
Europe  at  depressed  prices  at  the 
same  time  that  the  U.S.  quota  system 
began  to  force  American-owned  Mid- 
dle Eastern  oil  into  Europe  as  well. 
Starting  from  scratch  is  expensive  and 
the  waiting  time  long,  so  BP  moved 
in  boldly,  buying  up  existing  chemical 
interests  wholesale.  Its  big  move  came 
in  1967  when  it  bought  up  aU  of 
Distillers  Co.'s  chemical  and  plastics 
interests,  more  than  doubling  its  own 
chemical  assets,  at  a  cost  of  $173  mil- 
lion. There  has  also  been  talk  of  BP 
moving  bodily  into  fertilizers  by  ac- 
quiring Fisons,  one  of  Britain's  largest 
agricultural  fertilizer  producers.  "There 
isn't  a  single  company  in  the  world 
we  haven't  looked  at  as  an  academic 
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Rapid-American 

The  company  and  the  concept 


JOSEPH  H. I     CROSS 
COHEN     I  COUNTRY 
&  SONS    I  CLOTHES 


McCRORY- 
McLELLAN-GREEN 


IaiERNER  ■ 
S.  KLEIN  I  SHOPS  I 


OTASCO- 

ECONOMY  I 

AUlO 


BEST  &  CO. 


.  {\ 


INTERNATIONAL 
PLAYTEX 


Does  not  reflect  Rapid-American's  e«change  offer  for  Glen  Alden  common  stock. 
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This  is  LEEDS  TRAVELWEAR 


As  one  of  the  largest  luggage  man- 
ufacturers in  the  country  — the 
largest  producer  of  lightweight 
zippered  luggage  — Leeds  places 
strong  emphasis  on  technology. 
One  of  the  results  is  the  recent 
introduction  of  a  unique  new  con- 
cept—seamless zippered  bags  — 
which  has  met  with  a  most  gratify- 
ing customer  reaction. 

Leeds'  diversified  line  of  luggage, 
bowling  and  sporting  goods  has 


recently  been  expanded  by  the 
addition  of  an  Arnold  Palmer  line 
in  its  golf  bag  division. 

Leeds'  main  manufacturing  facil- 
ities in  Clayton,  Delaware,  and  its 
sales,  warehouse  and  distributional 
facilities  throughout  the  United 
States  are  supported  by  a  data 
proces;  ing  system  which  provides 
management  with  prompt  and 
accurate  information  on  market 
studies,  sales,  inventory  and  pro- 


duction costs.  This  enables  Leeds 
to  respond  effectively  to  changing 
market  conditions. 
Leeds'  e.xpansion  is  directly  related 
to  the  growing  public  interest  in 
travel  and  leisure  time  activities— 
and  the  company  expects  to  con- 
tinue to  increase  its  share  of  this 
market.  Leeds  executive  offices: 
295  Fifth  Ave.,  New  York,  10016. 

Rapid- American  executive  offices: 
711  Fifth  Ave.,  New  York  10022. 
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To  cause  things  to  happen. 
Make  your  own  breaks. 

To  act.  To  move. 

To  become  involved. 

From  petroleum, 
transportation  and  aerospace 
to  finance  and  leisure  time. 

The  Signal  Companies 
are  moving  in  many  directions. 

All  ahead. 


Q 

The  Signal  Companies  The  Garrett  corporation.  Mack  Trucks.  Inc  .  Signal  Equities  Company, 


Rpini 
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San  Diego:  The  nation^s 
eighth  biggest  builder. 

San  Diego  last  year  ranked  eighth  in  the  Dun  &  Bradstreet  study  of  metro- 
politan .'rea  construction 

With  a  S258.2  million  total,  San  Diego  placed  ahead  of  many  larger  cities— 
includmg  Detroit,  Baltimore,  Cleveland,  Washington,  St,  Louis  and  San  Francisco 
—and  was  within  $1  million  of  seventh-place  Philadelphia.  San  Diego's  towering 
total  for  1968  marked  a  70  percent  gain  over  1967,  the  second  largest  per- 
centage increase  among  the  top  ten  cities  on  the  list. 

And  electric  power  sale?  in  San  Diego  rose  11.2  percent  during  the  past  year 
as  compared  with  10.2  percent  increase  for  Los  Angeles  and  8  6  percent  for 
San  Francisco. 

Most  economists  predict  that  1969  will  be  even  better  than  1968  for  con- 
struction. San  Diego  Gas  &  Electric  Company  is  ready  for  it  — ready  with  power 
to  sustain  the  boom  and  the  solid,  long-range  growth  to  follow. 
DIVIDEND  NOTICE:  The  Board  of  Directors  has  declared  the  regular  quarterly 
dividend  on  all  series  of  its  preferred  stock  and  25  cents  a  share  on  its  com- 
mon stock,  payable  April  15.  1969,  to  stockholders  of  record  March  31,  1969. 

(^^  San  Diego  Gas  &  Electric  Co. 


36 


D 


e.xeicise,"  says  Chairman  Drake.  "Dis- 
tillers are  only  one  part  of  our  e.xpan- 
sion  of  the  petrochemical  side."  All 
tills  has  overnight  made  BP  the  U.K.'s 
No.  Two  chemical  company,  and  it 
is  becoming  a  major  influence  on  the 
Continent. 

"We're  a  very  go-ahead  concern 
with  a  very  lively  outlook,"  sa>s 
Drake.  "World  energy  requirements 
are  still  going  up  all  the  time,  and 
increased  reserves  are  being  matched 
by  increased  demand.  Don't  forget, 
too,  that  oil  is  a  very  fle.xible  indus- 
try." As  an  example  of  this  fle.\ibilit>', 
Drake  points  to  British  Petroleum's 
big  stake  in  North  Sea  gas  and  in  pro- 
tein from  oil. 

BP  has  a  world  lead  in  the  manu- 
factme  of  synthetic  protein  food  from 
petroleum,  which  could  put  its  smplus 
crude  to  work  in  a  big  way,  if  it 
eventually  becomes  cheap  enough. 
The  company  is  already  building  a 
$5-milHon  plant  to  start  commercial 
manufactme  in  France,  and  a  second 
$2-million  plant  in  the  U.K. 

The  Big  Chance 

With  investments  totahng  over  $2 
billion  in  the  past  five  years,  BP  has 
to  handle  its  cash  deftly.  It  is  not 
without  significance  that  the  emphasis 
on  BP's  board  has  been  shifting  from 
oil-getting  knowhow  to  finance,  and 
five  of  the  company's  seven-strong 
summit  team  of  managing  directors 
have  a  financial  or  legal  background. 

The  Iranian  compensation  payments 
will  soon  be  coming  to  an  end.  So,  too, 
will  tax  rehefs  from  the  British  Gov- 
ernment, which  have  added  over 
$130  million  in  the  past  two  years. 
And  BP  is  still  far  from  overcoming 
its  imbalances.  With  86%  of  its  pro- 
duction still  coming  from  the  Middle 
East,  BP  remains  primarily  a  Middle 
East  producer,  though  far  less  vulner- 
able tlian  before.  Cmrent  pressme 
from  producer  countries  to  raise  dieir 
production  is  sometliing  of  an  em- 
barrassment of  riches  for  BP,  which 
has  more  oil  than  it  really  wants 
at  tlie  moment.  With  burgeoning 
production,  it  still  has  to  dispose 
of  36%  of  its  production  as  crude 
— in  a  buyers'  market — and  the  huge 
refinery  program  has  just  about  en- 
abled it  to  keep  running  in  order  to 
stay  where  it  is.  Only  a  lot  more  re- 
finery and  other  downstream  invest- 
ments can  give  BP  a  sufficient  share 
of  the  profitable — and  safer — end  of 
the  business. 

BP's  handicaps — and  the  cost  of 
long-tenn  investment — show  up  in  a 
steadily  falling  return  on  invested  cap- 
ital which  fell  to  6.1%  after  taxes  in 
1967,  compared  with  a  world  oil  in- 
dustry average   estimated  by  Chase 
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^1f  you  want  to  buy  stock, 
we  want  your  order- 
whether  you're  buying 
10  shares  or  10,000" 


Donald  T,  Regan,  President  of  Merrill  Lynch 


Merrill  Lynch  wants  to  squash 
some  loose  talk,  or  at  least 
try  to. 

You've  probably  heard  it. 

"The  little  investor  doesn't 
have  a  chance  these  days.  Pa- 
perwork has  the  brokers  so  busy 
they  just  don't  have  time  for  the 
little  guy.  He  can't  get  informa- 
tion. He  can't  get  service.  He 
can't  even  place  an  order." 

That's  the  kind  of  talk  that's 
floating  around.  We'd  like  to 
clear  the  air.  Obviously,  we  can't 
speak  for  any  other  broker.  We 
can  speak  for  ourselves. 

IWe  have  no  minimum  order 
requirements.  You  can  buy  10 
shares  or  10,000  shares. 

One  exception:  we  won't 
.take  your  order  for  a  stock  that 
sells  for  under  $3.  "Penny 
stocks,"  we  call  them.  Our  Re- 
search Departmentsaystheycan 
be  risky,  foo  risky.  And  we  listen 
to  our  research  analysts. 

2  You  don't  have  to  be  a  "big 
trader"  to  be  welcome  at 
Merrill  Lynch.  In  fact,  you  don't 
have  to  "trade"  at  all. 

Many  customers  invest  for 
the  long  haul  and  never  even  look 
at  the  tape.  We  respect  their  con- 
fidence in  the  stocks  they  own. 
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3  We  have  240,000  customers 
who  participate  in  the  mar- 
ket through  the  Monthly  Invest- 
ment Plan.  More  than  half  of  them 
put  in  as  little  as  $40  every  three 
months.  We're  delighted  to  have 
their  business. 

4  Our  research  information  is 
available  to  everybody— 
whether  you  give  us  $10,000  in 
commissions,  or  no  commissions 
at  all.  And  it's  free.  All  of  it.  Port- 
folio  analyses.  "Instant"  Re- 
search reports  on  any  of  3700 
stocks.  And  detailed  analyses 
that  number  into  the  thousands. 
Our  Research  Department 
publishes  about  60,000  words  of 
information  every  working  day. 
We  invite  all  investors  to  "Let 
Merrill  Lynch  be  your  Investment 
Information  Center." 

5  Paperwork,  we've  got  it- 
yes  indeed.  And,  quite 
frankly,  service  problems,  too. 
But  we're  dealing  with  them.  By 
adding  machinery.  By  develop- 
ing new  systems.  By  adding 
manpower. 

It  has  taken  us  a  long  time  to 
build  our  business.  We  don't  in- 
tend to  stop  growing  now— pa- 
perwork or  no  paperwork. 

If  you  want  to  buy  stock,  we 
want  your  order. 


6  We  still  believe,  as  Charles 
Merrill  did  40  years  ago,  in 
"taking  Wall  Street  to  Main 
Street."  We  believe  that  broad 
ownership  of  American  busi- 
ness, through  prudent  invest- 
ment, is  basic  to  this  country's 
economic  vitality. 

That's  one  reason  we've  al- 
ways encouraged  people  to 
come  into  the  market,  provided 
—  of  course— they  have  savings 
and  insurance  to  cover  their 
needs. 

That  remains  our  policy.  In- 
vestigate—then invest. 


Facts  don't  tell  itall.ofcourse. 
Attitude  has  a  lot  to  do  with  it. 
How's  the  prospect  treated  when 
he  comes  in  to  ask  about  open- 
ing an  account?  How  are  his 
questions  handled?  What's  the 
service  like? 

There's  really  only  one  way 
for  you  to  get  the  answers.  Come 
to  any  Merrill  Lynch  office  and 
find  out  for  yourself. 

We  invite  you  to  do  so  any 
time. 

If  you  want  to  buy  stock— we 
want  your  order. 

H    MERRILL  LYNCH, 
PIERCE, 
FENNER  Gl  smith  INC 

70  PINE  STREET,  NEW  YORK,  N.  Y.  10005 
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Manhattan  at  12.3?.  "But  if  you  want 
lo  make  any  comparisons  with  the 
American  oils,"  says  Drake,  "then  you 
have  to  take  out  the  American  profits." 
Which  is  another  way  of  saying  that 
to  make  any  comparison,  you  have 
to  cut  BP  into  the  U.S.  market. 

That  really  is  what  the  Alaska  and 
Sinclair  bids  are  ail  about.  U.S.  Shell 
had  onl\-  14^?  of  Royal  Dutch/Shell's 
assets,  but  contributed  24%  of  its  net 
income  in  1967. 

Until  now,  a  lack  of  nati\e  oil, 
coupled  with  the  quota  system,  has 
kept  BP  out  of  the  U.S.  V^ery  nearly 
as  important,  .setting  up  a  U.S.  refin- 
ing and  marketing  organization  from 
scratch  promised  to  be  prohibiti\ely 
expensi\e.  BP  had  tried  that  on  a  far 
smaller  scale  fifteen  years  ago — in  Ca- 
nada— and  has  lived  to  regret  it. 

But  there  was  no  question  that 
eventually  BP  had  to  find  some  way 
of  cracking  the  U.S.  market.  'Frankly, 
the  margin  on  American  oil  is  higher 
tiian  anvwhere  else  in  the  world, ' 
sa\s  Drake,  'and  you  certainly  can't 
expect  to  match  it  with  Middle  East- 
ern oil."  Supported  b\  the  (juotas 
and  depletion  allowances,  U.S. -pro- 
duced oil  is  estimated  to  \ield  profits 
of  anywhere  between  HI  and  S2  a 
barrel.  By  contrast,  eastern  hemis- 
phere oil,  according  to  the  First  Na- 
tional City  Bank,  is  rated  to  earn  no 
better  than  40  cents  a  barrel. 

In  Alaska,  where  BP  made  its  first 
strike  last  month,  BP  has  a  big  spread 
that  surrounds  the  spectacular  Hum- 
ble/Atlantic Richfield  strike  (conser- 
\atively  estimated  by  De  Golyer  & 
McXaughton  to  contain  between  5 
billion  and  10  billion  barrels),  and  is 
not  three  miles  from  it.  So  if  BP  has 
half  the  quantity,  it  could  mean  even- 
tual annual  sales  of  $375  million  to 
$750  million,  and  conservatively  esti- 
mated profits  of  $125  million  to  $250 
million. 


The  King's  Navy.  As  First 
Lord  of  the  Admiralty  on  the 
eve  of  World  War  I,  Winstar) 
Spencer  Churchill  (above) 
worried  about  Britain's  life- 
line to  India,  guarded  by 
ships  like  the  one  below.  Oil 
was  replacing  coal  as  fuel, 
and  most  oil  in  those  days 
came  from  the  U.S.  What  if 
the  U.S.  were  hostile?  Or  if 
the  enemy  ships  interfered 
with  oil  transport  across  the 
Atlantic  or  through  the 
Suez?  For  such  imperial 
reasons  Churchill  persuaded 
Parliament  to  finance  the 
development    of    Iranian    oil. 


Of  course,  Alaskan  oil  would  be 
much  more  valuable  if  15P  could  mar- 
ket it  itself.  That  is  why  BP  grabbed 
the  Sinclair  ofl^^er.  It  means,  of  course, 
further  investment  for  BP.  But  the 
Sinclair  part  of  the  deal  gives  BP  a 
nice  instalment-plan  arrangement  with 
pa^TTients  on  the  $400  million  spread 
over  six  years,  starting  in  1972.  By 
that  time  it  could  be  paying  for  itself 
out  of  profits. 

Equally  important,  BP  is  getting  its 
network  of  U.S.  service  stations  at 
bargain  prices.  It  generally  costs 
$100,000  to  $150,000  to  build  a  new- 
station  from  scratch.  BP,  according  to 
some  estimates,  will  be  getting  them 
for  something  under  $25,000  a  piece. 
Getting  out  the  Alaskan  oil  will  be 
more  expensive.  To  date,  BP  has  gone 
in  for  a  37.5%  share  of  a  projected 
500,000-barrel-a-day  pipeline  that  will 
cost  it  an  estimated  $330  million. 
Then  there  are  the  deep-water  har- 
bors and  other  installations. 

But  the  expenditure  will  be  worth- 
while. A  depth  study  by  the  Brit- 
ish brokerage  house  of  W.  Greenwell 
&  Co.  reckons  that  Alaska  alone  could 
spell  profits  of  close  to  $300  million 
in  the  late  Seventies.  This  is  nearh 
double  BP's  total   1967  profits. 

Once  in  the  U.S.,  BP  can  expand 
over  the  whole  spectrum,  including 
petrochemicals,  just  as  Shell  has  so 
profitabK  done.  Drake  knows  the 
U.S.  well,  having  been  BP's  repre- 
sentative there  in  the  Fifties.  He  says; 
"Not  that  we're  going  to  America  to 
teach  them  how  to  run  their  owni 
business.  After  all,  America  is  the 
home  of  the  oil  industry.  We're  going 
to  compete  with  them,  not  teach 
them." 

So  Alaska  (and  the  Sinclair  deal) 
is  realK  the  most  important  thing 
that  has  happened  to  BP  since  Chur- 
chill's oratory  squeezed  $8  million 
out  of  the  pinch-penny  Parliament.     ■ 


\b^ 
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The  Hard  Part  of  the  Job 

Diversification  is  a  fine  and  noble  art,  but  you  also  have  to  know  how  to  run  the 
businesses  you  acquire.  If  you  think  that's  easy,  consider  the  present  problems 
of  General  Tire  &  Rubber,  one  of  the  earliest  and  best  of  the  diversifiers. 


A  coou  NCMBEH  ot  todav  s  takeover 
Idngs  are  going  to  find  that  it's  easier 
tc  put  a  multicompany  together  than 
it  is  to  run  one.  If  an>  of  them  are 
feeling  omnipotent  these  da\s,  they 
ought  to  have  a  talk  with  M.G.  (for 
Michael  Gerald)  "J^'tv  O'Neil,  pres- 
ident of  Akron's  General  Tire  &  Rub- 
ber Co.  In  the  Fifties  and  earlv  Si.xties, 
General  Tire  parlaved  some  shrewd 
outside  investments  into  wider-rang- 
ing diversifitaticiu.  In  ertett,  it  became 
one  of  the  earlier  (and  one  of  the 
better)  conglomerates.  In  addition  to 
its  original  tire  business,  GT&R  is  a 
big  defense  and  space  c-ontractor,  a 
major  factor  in  entertaimnent,  con- 
trols a  feeder  airline  and  is  in  barges, 
soft-drink  bottling  and  CATW  Hut 
Jerr>  O  Neil  knows  that  running  a 
multicompanv  can  have  its  drawbacks. 

GT6cR's  sales  have  gone  nowhere 
over  the  past  five  years,  its  earnings 
have  seesawed  up  and  down,  and 
its  return  on  stockholders'  equity  has 
dropped  from    15.5'^  to   11.5!^. 

O'Neils  troubles  have  not  been  in 
tires  but  in  diversification.  In  tact, 
its  highly  successful  .54-year-()ld  tire 
and  related  business  contributed  just 
o~'i  of  sales  last  year  and  75%  of  net 
profits.  This  was,  in  effect,  twice  as 
profitable  as  the  diversified  interests. 

Generals  success  in  tires  reflects  an 
industrywide  boom,  and  General's 
ability  to  forecast  it;  1968  tire  sales 
ran  11'^  ahead  of  1967's  record  pace, 
cUid  earnings  soared  by  more  than 
•30!J[.  Having  spent  $97  million  on 
new  tire  plants  and  equipment  over 
the  past  five  years,  the  company  was 
in  a  strong  position  to  cash  in  on  the 
boom. 

For  many  years  General  Tire  was 
known  for  its  e.xpensive,  quality  re- 
placement tires,  but  more  recently  it 
has  also  gotten  into  the  original- 
equipment  business.  It  now  has  ap- 
proximately 12!?  of  General  Motors' 
and  Ford's  original-e(iuipment  tire 
business.  More  important  to  profits 
has  been  General's  continued  success 
in  the  replacement  market  for  cars 
and  trucks,  as  well  as  expanded 
foreign  operations. 

Diversification,  once  General's 
claim  lo  fame,  has  been  another, 
sadder  story.  Its  defense  subsidiary, 
85%-o\vned  Aerojet  General,  suffered 
a  $10.2  million  loss  in  1967,  despite 
sales  of  S443.8  million.  Yet  only  a 
few  years  ago.  Aerojet  was  General's 
pride  and  joy.  In  1966,  for  instance, 
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Aerojet  recorded  net  income  of  $14.8 
million  on  sales  only  slightly  higher 
than    1967's. 

Then  there  is  RKO  General  which 
last  year  netted  $4.1  million  (before  e.\- 
traordinary  gain) — or  11%  of  GT&R's 
profit.s — on  sales  of  $9.3. .3  million. 
Through  RKO,  General  Tire  has  got- 
ten into  broadcasting,  cable  T\',  leas- 
ing television  sets  to  hospitals,  movie 
theaters,  movie  financing,  hotels  and 
resorts,  subscription  T\',  new.spapers, 
barge  towing,  bottling  and  more.  f5ut 
recently  RKO's  failures  have  been 
greater  than  its  .successes.  Its  earnings 
fell  from  $10.1  million  in  1966  to  $7.3 
million  in  1967,  and  to  S4.1  million  in 
1968.  RKO  General  owns  six  television 
and  seven  radio  stations  in  the  most 
lucrative,  and  most  competitive,  mar- 
kets in  the  country.  A  change  in  for- 
mat (to  rock  n'  roll)  has  pushed 
RKO's  affiliate  stations  to  top  posi- 
tions  in    five   of  seven   markets.    But 


T\\  where  the  big  money  is,  has  been 
a  different  story.  The  TV  stations 
built  their  success  on  possession  of 
the  old  RKO  Radio  Pictures  film 
library,  at  a  time  when  few  good 
movies  were  available  for  TV.  But 
increased  competition  from  the  net- 
works and  exposure  ot  available  films 
has  caused  a  decline.  "On  our  'Mil- 
lion Dollar  Movie',"  .says  RKO  Presi- 
dent John  H.  Poor,  "we  used  to  run 
the  same  picture  sixteen  times  a 
week.  We  can't  do  this  anymore. 
We've  had  to  get  other  programming 
which  has  been  expensive."  Poor  be- 
lieves that  part  of  this  expense  may 
become  profit  if  new  programming 
can  be  developed  that  would  make 
independents  like  RKO's  New  York 
affiliate,  WOR-TV,  more  competitive 
with  the  networks. 

In  the  early  Fifties  General  Tire 
pioneered  in  television  when  very 
few  people  thought  it  had  a  chance. 


GT&R's  President  Jerry  O'Neil 
(below)  oversees  glamorous  Aerojet 
General,  whose  "Service  Propulsion 
System"  engine  will  carry  the  first 
man  to  the  moon.  But  Aerojet's 
engines  (bottom  right)  and  RKO's 
subscription  TV  experiment  (top 
right)  have  not  kept  GT  among  the 
ranks  of  the   "glamour"   companies. 


Manhattan  at  12.3%.  "But  if  you  want 
to  make  any  comparisons  with  the 
American  oils, "  says  Drake,  "then  you 
have  to  take  out  the  American  profits." 
Which  is  another  way  of  saying  that 
to  make  any  comparison,  you  have 
to  cut  BP  into  the  U.S.  market. 

That  really  is  what  the  Alaska  and 
.Sinclair  bids  are  all  about.  U.S.  Shell 
had  only  14%  of  Royal  Dutch/Shell's 
assets,  but  contributed  24%  of  its  net 
income  in  1967. 

Until  now,  a  lack  of  native  oil, 
coupled  with  the  quota  system,  has 
kept  BP  out  of  the  U.S.  Very  nearly 
as  important,  setting  up  a  U.S.  refin- 
ing and  marketing  organization  from 
scratch  promised  to  be  prohibitively 
expensive.  BP  had  tried  that  on  a  far 
smaller  scale  fifteen  years  ago — in  Ca- 
nada— and  has  lived  to  regret  it. 

But  there  was  no  question  that 
eventualh  BP  had  to  find  some  way 
of  cracking  the  U.S.  market.  "Frankly, 
the  margin  on  American  oil  is  higher 
than  anywhere  else  in  the  world," 
says  Drake,  'and  you  certainly  can't 
expect  to  match  it  with  Middle  East- 
ern oil."  Supported  b\  the  quotas 
and  depletion  allowances,  U.S. -pro- 
duced oil  is  estimated  to  yield  profits 
of  anywhere  between  SI  and  S2  a 
barrel,  liy  contrast,  eastern  hemis- 
phere oil,  according  to  the  First  Na- 
tional City  Bank,  is  rated  to  earn  no 
better  than  40  cents  a  barrel. 

In  Alaska,  where  BP  made  its  first 
strike  last  month,  BP  has  a  big  spread 
that  surrounds  the  spectacular  Hum- 
ble/Atlantic Richfield  strike  (conser- 
vatively estimated  by  De  Golyer  & 
McNaughton  to  contain  between  5 
billion  and  10  billion  barrels),  and  is 
not  three  miles  from  it.  So  if  BP  has 
half  the  quantity,  it  could  mean  even- 
tual annual  sales  of  $375  million  to 
$750  million,  and  conservatively  esti- 
mated profits  of  $125  million  to  $250 
million. 


The  King's  Navy.  As  First 
Lord  of  fhe  Admiralty  on  the 
eve  of  World  War  I,  Winston 
Spencer  Churchill  (above) 
worried  about  Britain's  lite- 
line  to  India,  guarded  by 
ships  like  the  one  below.  Oil 
was  replacing  coal  as  fuel, 
and  most  oil  in  those  days 
came  from  the  U.S.  What  if 
the  U.S.  were  hostile?  Or  if 
the  enemy  ships  interfered 
with  oil  transport  across  the 
Atlantic  or  through  the 
Suez?  For  such  imperial 
reasons  Churchill  persuaded 
Parliament  to  finance  the 
development    of    Iranian    oil. 


Of  course,  Alaskan  oil  would  be 
much  more  valuable  if  BP  could  mar- 
ket it  itself.  That  is  why  BP  grabbed 
the  Sinclair  ofter.  It  means,  of  course, 
further  investment  for  BP.  But  the 
Sinclair  part  of  the  deal  gives  BP  a 
nice  instalment-plan  arrangement  with 
payments  on  the  $400  million  spread 
over  six  years,  starting  in  1972.  By 
that  time  it  could  be  paying  for  itself 
out  of  profits. 

Equally  important,  BP  is  getting  its 
network  of  U.S.  service  stations  at 
bargain  prices.  It  generally  costs 
.S100,000  to  $150,000  to  build  a  new 
station  from  scratch.  BP,  according  to 
some  estimates,  will  be  getting  them 
for  something  under  $25,000  a  piece. 
Getting  out  the  Alaskan  oil  will  be 
more  expensive.  To  date,  BP  has  gone 
in  for  a  37.5%  share  of  a  projected 
500,000-barrel-a-day  pipeline  that  will 
cost  it  an  estimated  $330  million. 
Then  there  are  the  deep-water  har- 
bors and  other  installations. 

But  the  e.xpenditure  will  be  worth- 
while. A  depth  study  by  the  Brit- 
ish brokerage  house  of  W.  Greenwell 
&  Co.  reckons  that  Alaska  alone  could 
spell  profits  of  close  to  $300  million 
in  the  late  Seventies.  This  is  nearly 
double  BP's  total   1967  profits. 

Once  in  the  U.S.,  BP  can  expand 
over  the  whole  spectrum,  including 
petrochemicals,  just  as  Shell  has  so 
profitably  done.  Drake  knows  the 
U.S.  well,  having  been  BP's  repre- 
sentative there  in  the  Fifties.  He  says: 
"Not  that  we're  going  to  America  to 
teach  them  how  to  run  their  own 
business.  After  all,  America  is  the 
home  of  the  oil  industry.  We're  going 
to  compete  with  them,  not  teach 
them." 

So  Alaska  (and  the  Sinclair  deal) 
is  really  the  most  important  thing 
that  has  happened  to  BP  since  Chur- 
chill's oratory  squeezed  $8  million 
out  of  the  pinch-penny  Parliament.    ■ 


'S^t.r 
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The  Hard  Part  of  the  Job 

Diversification  is  a  fine  and  noble  art,  but  you  also  have  to  know  how  to  run  the 
businesses  you  acquire.  If  you  think  that's  easy,  consider  the  present  problems 
of  General   Tire  &   Rubber,   one  of  the  earliest  and  best  of  the  diversifiers. 


A  cooD  MMBEK  ot  tocluv  s  takeover 
kings  iire  going  to  find  that  it's  easier 
to  put  a  multic-ompany  together  than 
it  is  to  run  one.  If  an>  ot  them  are 
feeling  omnipotent  these  da>s,  they 
ought  to  ha\e  a  talk  with  M.G.  (tor 
Michael  Gerald)  "J^rr)  O  Neil,  pres- 
ident of  Akrons  General  Tire  &  Rub- 
ber Co.  In  the  FiltifS  and  earl\  Si.\ties, 
General  Tire  parla>ed  .some  shrewd 
outside  in\estments  into  wider-rang- 
ing diversification.  In  eilect,  it  became 
one  of  the  earlier  (^and  one  of  the 
better)  conglomerates.  In  addition  to 
its  original  tire  business,  GT&R  is  a 
big  defense  and  space  contractor,  a 
major  factor  in  entertainment,  con- 
trols a  feeder  airline  and  is  in  barges, 
^oft-drink  bottling  and  CAT\'.  Hut 
Jerr>  O  Neil  knows  that  rinuiing  a 
multic-ompany  can  fiave  its  drawbacks. 

GT&I^'s  sales  have  gone  nowhere 
over  the  past  five  years,  its  earnings 
have  seesawed  up  and  down,  and 
its  return  on  stockholders  equity  has 
droppeil  from    \b.r)%  to  11.5!^. 

ONeil  s  troubles  have  not  been  in 
lires  but  in  diversification.  In  fact, 
its  highly  successful  54-year-old  tire 
and  related  business  contributed  just 
■575c  of  .sales  last  year  and  ~r>%  of  net 
profits.  This  was,  in  effect,  twice  as 
profitable  as  the  diversified  interests. 

General's  success  in  tires  reflects  an 
industrywide  boom,  and  General's 
ability  to  forecast  it;  1968  tire  sales 
ran  \\%  ahead  of  1967's  record  pace, 
and  earnings  soared  by  more  than 
MYi.  Havmg  spent  'j>97  million  on 
new  tire  plants  and  equipment  over 
the  past  five  years,  the  company  was 
iM  a  strong  position  to  cash  in  on  the 
boom. 

For  many  years  General  Tire  was 
known  for  its  expensive,  quality  re- 
placement tires,  but  more  recently  it 
'  lias  also  gotten  into  the  original- 
equipment  business.  It  now  has  ap- 
proximately 12'»  of  Cieneral  Motois' 
and  Ford's  originaI-e(juipment  tire 
business.  More  important  to  profits 
has  been  General's  continued  success 
in  the  replacement  market  for  cars 
and  trucks,  as  well  as  expanded 
foreign  operations. 

Diversification,  once  General's 
claim  to  fame,  has  been  another, 
sadder  story.  Its  defense  subsidiary, 
8o?-o\\Tied  Aerojet  General,  suffered 
a  $10.2  million  loss  in  1967,  despite 
sales  of  S443.8  million.  Yet  only  a 
few  years  ago.  Aerojet  was  General's 
pride  and  joy.  In  1966,  for  instance, 
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Aerojet  recorded  net  income  of  S14.8 
milhon  on  sales  only  slightly  higher 
than    1967's. 

Then  there  is  RKO  General  which 
last  year  netted  S4.1  million  (before  ex- 
traordinary gain) — or  11^  of  GT&R's 
profits — on  sales  of  $93. .3  million. 
Through  RKO,  General  Tire  has  got- 
ten into  broadcasting,  cable  T\',  leas- 
ing telesision  sets  to  hospitals,  movie 
theaters,  movie  financing,  hotels  and 
resorts,  subscription  T\',  new.spapers, 
barge  towing,  bottling  and  more.  But 
recently  RKOs  failures  have  been 
greater  thai)  its  successes.  Its  earnings 
fell  from  SlO.l  million  in  1966  to  87.3 
million  in  1967,  and  to  84.1  million  in 
1968.  RKO  Cieneral  owns  six  tele\ision 
and  seven  radio  stations  in  the  most 
lucrative,  and  most  competitive,  mar- 
kets in  the  country.  A  change  in  for- 
mat (to  rock  n'  roll)  has  pu.shed 
RKOs  affiliate  stations  to  top  posi- 
tions  in    five   of  seven    markets.    But 


T\',  where  the  big  money  is,  has  been 
a  different  story.  The  TV  stations 
built  their  success  on  possession  of 
the  old  RKO  Radio  Pictures  film 
library,  at  a  time  when  few  good 
movies  were  axailable  for  T\\  But 
increased  competition  from  the  net- 
works and  exposure  ol  available  films 
has  canstd  a  decline.  "On  oiu"  "Mil- 
lion Dollar  .Movie,"  says  RKO  Presi- 
dent John  li.  Poor,  "we  used  to  rmi 
the  same  picture  sixteen  times  a 
week.  We  can't  do  this  anymore. 
We've  had  to  get  other  programming 
which  has  been  expensive."  Poor  be- 
lieves that  part  of  this  expense  may 
become  piofit  if  new  programming 
can  be  developed  that  would  make 
independents  like  RKOs  New  York 
affiliate,  WOR-TV,  more  competitive 
with  the  networks. 

In  the  early  Fifties  General  Tire 
pioneered  in  television  when  very 
few  people  thought  it  had  a  chance. 


G18,R's  Presidenf  Jerry  O'Neil 
(below)  oversees  glamorous  Aerojet 
General,  whose  "Service  Propulsion 
Sysfem"  engine  will  carry  the  first 
man  to  the  moon.  But  Aerojet's 
engines  (bottom  right)  and  RKO's 
subscription  TV  experiment  (top 
right)  have  not  kept  GT  among  the 
ranks  of  the   "glamour"   companies. 


Will  your  doctor  ever 
prescribe  Meilink 
Protection  Equipment 
as  an  aid  to  digestion? 

/ 

It  makes  sense.  With  a  business  fire  break  -  •»* 
ing  out    every    four  minutes,   business 
men   arc  worried.  Who  will  be  next?      ,    , 
Will  it  be  by  accident  or  arson?  Will  / 

business    be   severely    hampered   or 
even  finished   for  good  if  important 
records   are    incinerated    in    ordinary 
metal   files  or   "un-safe"  safes?   Worr\ 
is  hard  on   the  digestion.  End  it,  with 
Meilink  safes  and  Hercules  fire-fighting 
files.  You  need  them,  even  if  your  build 
ing  is  fire-proof.  (Remember  McCormic  k 
Place?)  Your  doctor  will  approve,  so 
order  soon  from  your  Meilink  dealci . 

FREE:  Meilink  3  Minute  Protection  Quiz  to 
spot  your  danger  spots.  Write  for  a  copy. 
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MEILINK 


Record 
Sofct 


Home 
Sofes 


STEEL 

80x2567 


SAFE 

Dept.  F-4 


COMPAIMY 

Toledo,  Ohio  43606 


Sold  by  Most  Office  Equipment  Dealers  in  US    and  Canada.  •  See  Yellow  Pages  Under  "Safes" 


Funny,  they  don't  look  like  railroad  men. 


They  are.  But  they're  more  than  that. 
Take  the  fellow  on  the  left,  for  instance. 
He's  a  chemical  man.  And  behind  him,  a  freight  forwarder  man. 
To  his  left,  a  metal  man,  lumber  and  paper  man,  automotive  man, 
food  man,  grain  man  and  a  stone/clay/glass  man.  Eight  men  who 
talk  your  language.  Eight  men  who  know  your  business  as  well 
as  ours.  C&O/B&O  Market  Managers. 

You  see,  we  feel  you'd  rather  discuss  your  distribution  program 
with  a  man  who  knows  your  special  problems.  And  how  we  can 
solve  them.  Pick  your  man,  then  call  our  local  salesman  or  write: 
Vice  President,  Merchandise  Freight  Croup,  One  Charles  Center, 
Baltimore,  Maryland  21 201 . 


THE  C&O/B&O  railroads 


Clovoland  44101    •     Baltimoro  21201 


It  held  out  tliroiigh  several  bad  years, 
and  was  hand.soinely  rewarded.  Per- 
haps because  of  tiiis  experience  the 
company  has  experimented  freely  in 
several  ventures  which  it  hopes  have 
similar  potential. 

In  1966  RKO  bought  Massachu- 
setts Helicopter  Airlines.  It  has  yet 
to  show  a  profit.  "It  doesn't  figure  on 
it,"  says  Poor.  "It's  sort  of  R&D.  Find 
out  if  you  can  run  one  of  those  short- 
haul  helicopter  lines  and  make  a 
prgfit. '   RKO   hasn't   found    the   way. 

One  experiment  which  has  been  a 
heavy  drain  on  cash,  but  which  RKO 
is  sticking  with,  is  the  nation's  largest 
regional  carrier,  54%-owned  Frontier 
Airlines.  Due  to  overexpansion  and 
an  expensive  merger  with  Central 
Airlines,  Frontier  lost  close  to  $6  mil- 
lion in  1968,  and  even  John  Poor  has 
to  admit  there's  little  chance  it  will 
show  a  profit  in  1969.  "I'd  say  it's 
going  to  be  kind  of  tough,"  says 
Poor.  Rut  General  isn't  giving  up 
here.  Frontier  now  has  a  new  presi- 
dent, E.  Paul  Rurk-j,  and  $15.8  mil- 
lion raised  in  a  preference  stock  issue 
(over  50?  came  from  RKO  Cieneral). 

Try  Again 

RKO  General's  most  publicized 
failure  was  the  subscription -television 
experiment  that  whimpered  to  a  halt 
in  January  in  Hartford,  Conn.  Sub- 
scription T\'  had  long  been  discussed 
as  a  profitable  means  of  putting  first- 
run  movies  and  expensive  program- 
ming on  home  television  screens.  The 
primary  problem,  according  to  Poor, 
was  that  the  unscrambling  dexice  used 
on  hon.e  sets  produced  onh'  black- 
and-white  pictures,  while  color  was 
available,  free.  Despite  a  $6-million 
loss,  written  off  to  research  and  de- 
\eiopment,  RKO  has  not  given  up  on 
the  project.  Asserts  Poor,  "We  think 
we  proved  that  people  would  be  will- 
ing to  pay  a  substantial  amount  of 
mone\  for  good  programs. "  RKO 
plans  to  try  again  once  color  is  possil)le. 

Ha\  ing  sunk  approximatcK  $25  mil- 
lion into  Frontier  and  with  no  fast  re- 
turn in  sight,  Geneial  Tire  is  in  no 
position  to  make  major  new  diversifi- 
cation moves  for  the  time  being.  Trad- 
ing commcm  stock  for  acquisitions  is 
probalih  out  of  the  question,  since  the 
stock  sells  at  only  12  times  earnings, 
and  the  O'Neil  famiK,  which  owns 
20'f  of  the  company ,  is  unlikely  to  be 
willing  to  dilute  its  etjuitv  at  those 
prices.  Nor  are  the  hardheaded  O'Neils 
likely  to  use  the  Chinese  money  tech- 
niques used  by  so  many  of  the  latest 
generation  of  acquisitors. 

This  means,  of  course,  that  General 
Tire  &  l^ubber  will  ha\  e  to  devote  its 
ellorts  to  improving  what  it's  already 
got.  Whith  max  not,  after  all  is  said 
and  done,  be  such  a  bad  idea.  ■ 
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Nobody  requires  Goodbody 

to  distribute  our 

Annual  Report: 


/ 


The  partners  just  think  it's  a  good  idea. 


Goodbody  &  Co.  is  a  member  firm  of 
the  New  York  Stock  Exchange  and,  as 
such,  we  are  required  to  make  a  state- 
ment of  condition  available  to  our  cus- 
tomers. But  wc  are  not  required  to  re- 
veal our  income  and  profits.  And  most 
brokerage  firms  don't. 

But  we  do  feel  a  moral  obliga- 
tion to  let  not  only  our  customers,  but 
the  public  in  general,  know  the  impor- 
^  tant  facts  about  our  operations,  includ- 
ing what  our  income  and  profits  have 
been. 

The  table  at  the  right  gives  you  the 
picture  at  a  glance;  In  1968  our  income 
from  operations  was  3  1  per  cent  above 
the  previous  year's  record  high.  But 
our  net  income  after  estimated  taxes 
dropped  18  per  cent,  to  $4.1  million. 
Several  factors  influenced  this  reduc- 
tion, including  heavy  expenditures  to 
improve  our  ability  to  handle  high  vol- 
ume, outlays  for  expansion  and  im- 
provement of  our  physical  facilities, 
nonrecurring  expenses  associated  with 
the  unprecedented  volume,  and  the  ten 
per  cent  income  surtax. 

Nonetheless,  our  growth  and  sta- 
bility are  clearly  underscored.  Our  cap- 
ital funds  increased  from  $35  million  to 
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$117,339,000 


HIGHLIGHTS 
1968 
lnrt)me  from 
operations 

Net  income  after      ,  aqa  nnn 
estimated  taxes       '^■^^^■^^^ 

Total  assets         551,345,000 

Capital  funds        56,000,000 


1967 
$89,941,000 

5,006,000 

415,638,000 
35,000,000 


$56  million,  an  increase  of  60  per  cent. 
Goodbody's  total  assets  increased  33 
per  cent  to  $551.3  million,  strengthen- 
ing our  position  as  one  of  the  largest 
firms  in  the  industry. 

Our  annual  report  also  includes 
comments  from  managing  partner 
Harold  P.  Goodbody  on  "back-office 
log-jams":  what  we've  accomplished 
and  what  we  plan  for  the  future  to  al- 
leviate this  problem. 

We've  put  into  operation  a  sophis- 
ticated message-switching,  order-proc- 
essing system,  first  in  the  industry, 
which  lessens  chance  of  error  by  match- 
ing executed  orders  against  original  or- 
ders through  our  computer,  instead  of 
manually.  By  the  middle  of  the  summer 


wc  expect  additional  computer  systems^ 
to  speed   customer   services   in   other 
areas. 

Just  as  important,  we  have  inten- 
sified our  personnel  training  programs 
to  provide  all  of  our  employees  with 
maximum  skills. 

When  you  add  all  these  facts  to- 
gether, they  reflect  our  determination 
to  spare  no  effort  to  continually  im- 
prove the  quality  and  range  of  our 
services  for  all  of  our  customers. 

This  report,  now  being  mailed  to 
our  customers,  is  available  to  every 
interested  individual.  If  you'd  like  a 
copy  just  ask  our  local  office  or  write 
to  the  address  below. 


Successful  investors 
know  Goodbody 


GOODBODY  &  CO. 

Established  1891 

55  Broad  Street,  New  York,  N.  Y.  10004 

Ower  100  offices  throughout  the  nation. 

Members  of  leading  stock  and  connmodity  exchanges. 
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Reminder: 

Tax-exempt 

securities  are 

tax-exempt  all 

year  around! 


Not  just  on  April  15th.  Every  spring 
when  tax  time  rolls  around,  there's 
an  extra  spurt  of  interest  in  tax- 
exempt  securities.  This  is  natural 
enough.  After  all,  high  income  fam- 
ilies (middle  income,  too)  can  often 
realize  very  worthwhile  tax  savings 
through  investment  in  tax-exempt 
municipal  bonds. 

We're  not  tax  experts,  but  we  do 
have  one  of  the  best  Municipal 
Bond  Departments  in  the  business, 
and  it's  just  simple  arithmetic  that 
if  you're  in  the  48%  tax  bracket,* 
a  tax-exempt  yield  of  5.00%  is 
equivalent  to  9.71%  on  a  taxable 
basis.  Municipal  securities  are  usu- 
ally backed  by  either  the  full  faith 
and  credit  of  the  issuing  municipal- 
ity or  secured  by  revenue  produced 
from  basic  municipal  services  such 
as  water,  light,  and  power.  Histori- 
cally they  have  therefore  proved  to 
be  a  relatively  safe  form  of  invest- 
ment, and,  of  course,  they're  readily 
marketable. 

If  this  sounds  interesting  to  you, 
call  the  manager  of  the  nearest 
Dean  Witter  office  for  our  Current 
Offering  Circular.  Or  write  the  near- 
est Dean  Witter  office. 

'Based  on  single  return  of  $18,000  to  S20,000  joint 
return  of  S.iG.OOO  to  $41), (XX)  and  assuniinR  the  con- 
tinuation of  the  10%  tax  surcharges. 

You're  close  to  men  who 
know  when  you  invest  with... 

Dean  Witter  r  Co. 

INCORPORATED 

Member  New  York  Stock  Exchange 

DIVISION  OFFICES  IN 

SAN  FRANCISCO  •   LOS  ANGELES 

NEW  YORK  •  CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.  S. 
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Zapata  Who? 


By  heaping  acquisition  on  top  of  acquisition,  Zapata  Norness  Chair- 
man D.  Doyle  Mize  is  trying  to  build  an  international  reputation  for 
his  company.  Still  to  be  answered  is  the  question,  what's  the  cost? 


Until  recently,  few  people  outside 
of  the  offshore  drilling  and  ,shipping 
business  had  ever  heard  of  Zapata 
Norness.  That  bothered  D.  Doyle 
Mize,  44,  the  Houston-based  com- 
pany's chairman  and  chief  executive. 
It  was  more  than  just  pride;  it  was 
a  question  of  dollars  and  cents.  "To  be 
successful  in  this  business,"  he  says, 
"you  must  be  a  worldwide  organiza- 
tion employing  big  chunks  of  capital 
assets.  This  means  financing  interna- 
tionally. The  question  isn't  whether  a 
small  company  can  do  this,  but  wheth- 
er the  clients  believe  it  can.  Quite 
simply,  you  need  a  reputation,  you 
need  prestige." 

To  gain  that  prestige,  Mize  has 
been  moving  heaven  and  earth  ever 
since  he  took  control  of  Zapata  in 
1966.  In  rapid-fire  order  Mize  made 
ten  acquisitions  for  around  $103  mil- 
lion in  cash,  stock,  debentures  and 
warrants  and  spent  some  $125  million 
to  expand  his  small  fleet  of  drilling 
rigs  and  ships.  When  ail  this  activity 
shoved  Zapata's  long-term  debt  from 
nearly  nothing  to  a  breathtaking  $173 
million  vs.  ecjuity  of  only  $51  million, 
Mize  was  all  smiles.  Zapata's  reputa- 
tion as  an  international  operation  has 
risen  correspondingly,  and  so  have 
its  sales.  A  mere  $8  million  in  fiscal 
1965  (ended  Sept.  30),  its  revenues 
now  run  at  a  $160-million  annual  rate. 
Likewise,  per-share  earnings  zoomed 
from  $1.45  to  better  than  $4. 

More  Ponds,  More  Fish 

In  some  quarters,  though,  there  is 
still  skepticism.  Zapata  s  stock  popped 
from  around  11,  the  highest  it  reached 
in  the  mid-Sixties,  to  the  80s  in  1968. 
But  by  last  month  it  was  selling 
around  50.  Doubts  about  Zapata's 
surefootedness  began  to  arise  early 
this  year  when  Mize  lost  his  bid  to  ac- 
quire cash-rich  United  Fruit.  The 
banana  importer  chose  to  deal  with 
AMK  Corp.,  and  for  a  lower  price. 
AMK's  package  of  debentures,  stock 
and  warrants  was  worth  under  $90  vs. 
$95  a  share  offered  by  Zapata.  It  was  a 
bitter  pill  for  Mize,  who  was  counting 
heavily  on  getting  United  Fruit.  Its 
$100  million  in  cash  flow  and  lack 
of  long-term  debt  would  have  been 
an  enormous  help  to  Zapata's  expan- 
sion program  and  long-temi  debt  pay- 
ment. And  just  last  month  Zapata  ran 
into  opposition  in  its  bid  to  acquire 
smallish  SouthdouTi  Inc. 

The  loss  of  United  notwitlistanding. 


Spartan.  Oil  r/gs  are  noihmg 
new  to  Zapata  Norness 
Chairman  D.  Doyle  Mize. 
After  dropping  out  of  the 
University  of  Houston,  he 
hopped  around  the  world 
working  with  seismic  crews 
as  a  technician.  "I  saw  an 
awful  lot  of  real  estate  and 
spent  many  a  lonely  month 
out  in  deserts  all  over  the 
world,  but  I  also  got  a 
real  first-hand  knowledge  of 
the    oil    business,"    he    says. 


Mize  is  putting  on  a  brave  face. 
"There  are  a  lot  of  things  we  can  do," 
he  says.  "In  our  basic  business  there 
are  a  lot  of  balance  sheets  not  being 
used.  You'd  be  surprised  at  the  lack  of 
imagination  in  some  companies." 

Mize,  despite  his  technical  back- 
ground in  oil,  is  no  stranger  to  a 
balance  sheet.  Before  buying  a  15% 
controlling  interest  in  Zapata  and  be- 
coming its  chief  executi\e  in  1966,  he 
built  an  oil-e.\ploration  outfit,  Mandrel 
Industries,  by  acquiring  companies 
and  using  their  cash  flow  and  borrow- 
ing power  to  expand.  He  sold  the 
company  to  Ampex  Corp.  in  1965  for 
$20  million. 

At  Zapata,  Mize  has  been  doing 
much  the  same  thing.  However,  in 
part  at  least,  Mize's  acquisition  spree 
is   defensive.   In  the  early  and  mid- 
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Sixties  Zapata  lacked  the  capital  to 
keep  up  with  the  expanding  pace  of 
the  drilling  industrv.  It  owned  only 
three  rigs,  just  barely  enough  equip- 
ment to  obtain  contracts  along  the 
Gulf  Coast.  Zapata  was  unable  to  take 
advantage  of  other  more  lucrative  off- 
shore drilling  activities  in  such  places 
as  North  Africa,  Australia  and  the 
Persian  Gulf.  And  those  are  the  kinds 
of  areas  where  an  increasing  propor- 
tion of  oil  exploration  is  being  carried 
on. 

Strong-Arm  Leverage 

To  bring  Zapata  to  Ufe  before  com- 
petitors signed  up  all  the  available 
contracts,  Mize  needed  a  considerable 
amount  of  capital  to  buy  more  rigs. 
A  drilling  rig  goes  for  about  $7  million 
a  copy.  So  Mize  concentrated  on  ac- 
quiring companies  that  had  either 
heavy  assets  or  long-term  contracts  of 
their  own  that  could  be  borrowed 
against  to  expand  his  drilling  activi- 
ties. He  bought  a  couple  of  shipping 
outfits  that  service  the  drilling  indus- 
try. His  biggest  acquisition  was  Anglo 
Nomess  last  year  for  $47  million,  a 
company  with  SI 25  million  in  assets 
supporting  only  $70  million  in  rev- 
enues. Mize  also  bought  two  marine 
construction  firms  among  them   $60- 


million  (revenues)  Paramount  Pacific 
Corp.  "In  these  businesses  you  have 
long-term  contracts,"  he  explains.  "You 
can  leverage  the  heck  out  of  them 
because  you  are  using  the  customers' 
credit  as  well  as  your  own." 

You  can,  but  it  could  also  be  a  per- 
ilous course.  Zapata's  debt  now  runs 
more  than  three  times  its  equity,  and 
its  main  businesses,  drilling  and  ship- 
ping, are  risky.  Should  one  of  its  rigs 
be  sunk  in  a  storm,  as  happened 
in  1965,  or  one  of  its  ships  have  a 
freak  accident,  earnings  and  cash  flow, 
needed  to  cover  the  huge  debt,  could 
plummet.  Then,  too,  the  economics  of 
oil  drilling,  shipping  and  construction 
are  typically  up-and-down.  That  is 
why  most  heavy-construction  outfits, 
for  example,  bend  over  backward  to 
avoid  taking  on  heavy  long-term  debt. 

Mize  seems  unworried,  however, 
for  the  same  assets  that  support  his 
debt  also  are  depreciable  in  large 
amounts.  At  the  moment  he  projects 
about  a  $37-million  cash  flow  for  fis- 
cal 1969,  which  should  be  enough  to 
handle  his  $18-mil]ion  long-term  debt 
service  for  the  year.  Comments 
Mize,  "With  that  kind  of  cash-flow-to- 
debt  payout,  we  can  withstand  quite 
a  setback  in  earnings  and  still  be  in 
good  shape."  ■ 


The  merger  into 

Atlantic  Richfield  Company 


of 


Sinclair  Oil  Corporation 


has  become  effective 


The  undersigned  advised  Atlantic  Richfield  Company  on  the  terms 

of  the  merger  and  acted  as  Dealer  Manager  in  the  related  purchase 

offer  by  Atlantic  Richfield  Company  for  2,300,000  shares  of 

Sinclair  Oil  Corporation  common  stock. 


Smith,  Barney  &  Co. 

Incorporated 


March  11,  1969 


FORBES,  APRIL  1,  1969 


47 


HOW  TO  TURN 

5.00 


PER 
YEAR 


INTO 


PER 
YEAR 


5.38 

. . .  Maxi  mum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

1.  Open  a  Maxi-Matic  passbook  savings  account  at 
Coast!  Compounded  daily,  your  savings  earn  5.13% 
if  lield  one  year  at  current  annual  rate  of  5%. 

2.  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximum-earning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25% 
bonus,  resulting  in  earnings  of  5.38%  per  year. 
When  you  withdraw  your  money— in  $1000  multiples 
—  you  receive  all  regular  interest  due,  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 

.  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

.  All  funds  received  by  the  10th  earn  from  the^lst, 
thereafter  from  date  of  receipt. 
•  Earnings  paid  to  date  of  withdrawal, 
with  NO  MINIMUM  QUALIFYING  PERIOD  1^  moiOFn  i 
NECESSARY!  ' 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  9-194A2 

Coast  Federal  Savings  and  Loan  Association, 
9th  (.  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $ 

n    Individual  Account  D   Joint  Account 

n  Here  is  my  passbook.  Please  transfer  my 
account. 

D  Please  send  full  information  on  Maxi-Matic. 

Name(s) 

Address . 

Zip 


Volunteer  to  be  a 

BIG  BROTHER 


it  takes  a  man  lo  help  a  boy 


uan  bne  uonvnue  to  Nesistf 

Swift  &  Co.  has  long  been  an  attractive  target  for  the 
ta/(eover  artist  So  far  it  has  f(ept  them  at  a  distance. 


T.TKK  naive  virgins  in  a  den  of  Don 
Juans,  company  after  company  has 
paid  the  price  for  sluggish  or  un- 
imaginative management  and  for  low 
price/earnings  ratios  and  fallen  to  the 
takeover  artists.  Under  the  circum- 
stances, few  would  have  given  Swift 
&  Co.  much  chance  of  resisting  am- 
orous advances.  Over  the  past  five 
years  it  has  averaged  a  return  of  only 
5%  on  its  stockholders'  equity  and  its 
shares  have  usually  sold  below  book 
value.  Stubbornly,  however,  and  in 
spite  of  some  very  close  squeaks 
(among  the  takeover  artists  who  have 
made  passes  at  Swift  are  Norton 
Simon  and  Gulf  &  Western  Industries' 
Charles  Bluhdom),  the  proud  old 
Chicago  meatpacker  has  managed  to 
retain  its  independence. 

For  how  long?  Much  depends  on 
the  efforts  of  Robert  W.  Reneker, 
an  amiable  but  tough-minded  Swift 
career  man.  Reneker  took  over  the 
top  spot  at  Swift  16  months  ago. 
Since  then,  he  has  moved  fast  to  im- 
prove Swift's  return,  and,  by  making 
it  more  attractive  to  its  stockholders, 
has  made  it  less  attractive  to  those 
lustful  acquisitors. 

For  one  thing,  there  was  the  de- 
cision last  year  to  cut  the  dividend  in 
half.  "I  doubt  if  our  long-term  in- 
terests can  be  best  served  by  adher- 
ing to  the  historic  payout  rate  of 
nearly  70%,"  Reneker  says.  Then  he 
split  Swift  up  into  autonomous  divi- 
sions and  told  those  in  charge  to 
think  of  profits,  not  production — as 
dyed-in-the-wool  meatpackers  had 
always  done.  An  obvious  move,  but 
one  that  most  Swift  managers  were 
not  accustomed  to. 

Just  Warming  Up 

But  this  was  nothing  compared  with 
Reneker's  decision  to  close  250  vm- 
profitable  or  marginal  plants,  ware- 
houses and  ofiBces  and  take  the  pain- 
ful responsibility  for  eliminating  10,- 
000  jobs.  The  cost:  $57  million,  all 
charged  against  1968  earnings. 

Reneker's  surgery  is  designed  to 
get  rid  of  unprofitable  businesses,  of 
which  there  are  plenty  in  Swift's  huge 
volume.  "I'm  expecting  volume  to 
be  down,"  Reneker  says.  "We're  at- 
tempting to  change  the  sales  mix  to 
get  a  better  profit  margin.  I  wouldn't 
care  if  sales  went  from  $2.8  billion 
to  S2  billion  if  I  could  see  a  cor- 
responding upswing  in  profits." 

Last  year,  Swift's  $2.8-billion  sales 
from  food  products,  chemicals,  tan- 
ning,  insurance   and   petroleum   pro- 


Change.  "He  v/anis  io  do 
the  job,"  says  a  Swift  insider 
of  Bob  Reneker  (above). 
Translation:  He  won't  waste 
money  in  unproductive  assets 
the  way  his  predecessors  did. 


duced  operating  earnings  of  only 
$15.4  million,  a  scant  profit  margin  of 
0.5%  and  a  return  on  equity  of  3.2%, 
among  the  lowest  for  any  major  U.S. 
company. 

"I  can't  tell  you  what  businesses 
we  might  drop,"  Reneker  says.  "But 
we  have  given  deadhnes  to  certain 
complete  groups,  saying:  'In  24  months 
if  you're  not  here,  you're  gone.'  If 
this  sounds  threatening,  it  is.  This 
procrastinating,  saying  'all  we  need 
are  a  few  more  hogs'  or  'the  gals  are 
going  to  start  buying  our  weiners  in- 
stead of  Oscar  Mayer's' — this  is  what 
I'm  trying  to  avoid." 

The  problem  is  that  unprofitable 
business  ties  up  capital  that  could 
better  be  invested  elsewhere.  "VWve 
had  too  much  inventory,"  Reneker 
points  out,  and  he's  speaking  of  his 
profitable  business  as  well.  And  it's  an 
understatement:  The  money  Swift  has 
tied  up  in  inventory  is  equal  to  two- 
thirds  of  its  stockholders'  equity. 
"Having  row  after  row  of  beef  hang- 
ing in  a  cooler  makes  a  nice  picture 
but  no  economic  sense,"  he  says. 

Swift  has  a  marketing  problem,  too. 
"We  haven't  built  consumer  items 
enough,"  says  Reneker.  "We've  done 


48 


FORBES,  APRIL  1,  1969 


very  well  with  an  item  like  Butterball 
turkeys.  But  on  the  other  hand,  we 
were  in  the  franchising  business  very 
early  with  ice  cream  shops,  but  didn't 
do  ver>'  well.  \\'h>  not?  I  don't  know. 
It  may  have  been  because  we  thought 
of  them  onl\  as  outlets  for  our  own 
ice   cream." 

Which  brings  Reneker  to  another 
gripe:  "Our  processed  meat  sales  are 
aj  good  as  Oscar  Mayer's,"  he  says, 
"but  our  profits  from  these  sales 
aren't."  Oscar  Ma\er,  which  gets  most 
of  its  S482  million  in  volume  from 
products  like  weiners,  bacon  and  cold 
cuts,  earned  2.4?  on  sales  last  year. 
On  one-eighth  of  Swift's  total  volume, 
Mayer  netted  three-fourths  as  much. 
Oscar  Mayer,  Reneker  says  pointedly, 
has  been  a  better  merchandiser  with 
more  eflBcient  operations. 

Reneker,  of  course,  needs  time. 
"Our  modernization  program  should 
be  completed  no  later  than  mid- 1971, 
and  I'm  hoping  we  have  three- 
fourths  or  more  of  it  behind  us  by 
mid- 1970,"  he  says.  Along  the  way, 
he  plans  on  freeing  $150  million  in 
cash  from  tax  reco\eries  and  the 
liquidation  of  assets,  inventories  and 
receivables. 

Some  of  that  money  will  be  rein- 
vested in  the  more  profitable  areas  of 
Swift's  business.  Some  of  it  may  also 
go  for  acquisitions.  "We  are  con- 
stantly looking  for  e.xpansion  of  our 
insurance  business  [which  accounted 
for  11%  of  pretax  operating  profits  last 
year],"  Reneker  says.  "We  have  made 
a  start  into  petroleum  [V'ickers  Petro- 
leum and  Bell  Oil  acquired  last  year]. 
We  want  to  supplement  our  existing 
business — not  necessarily  food  be- 
because  the  Justice  Department  is  a 
little  grim  on  that — and  also  look  for 
a  pretty  good-sized  acquisition. 

"As  we  free  capital,  to  just  build  a 
nest  egg  of  dollars  is  the  wrong  thing 
in  the  climate  we're  part  of  now." 
Reneker  and  his  supporters  on  the 
Swift  board  are  only  too  well  aware 
that  free  cash  attracts  takeover  artists 
the  way  a  carcass  attracts  vultures. 

Added  Help 

With  15%  of  Swift's  voting  stock 
now  in  friendly  hands,  such  as  those 
of  the  V'ickers  Petroleum  interests 
and  Chicago  investor  Henry  Crown, 
Reneker  may  have  the  time  he  needs 
to  produce  results. 

Reneker  insists  that  he  is  not  stub- 
bom  about  possible  mergers:  "Man- 
agement has  to  consider  all  possibili- 
ties, even  ones  that  would  take  Bob 
Reneker  out  of  the  picture."  But  he 
also  makes  it  clear  that  he  would  be 
proud  indeed  if  he  could  improve 
Swift's  operations  to  the  point  where 
the  great  old  company  could  make 
it  on  its  own.  ■ 


Reynolds  is 
Mutual  Funds 


We  believe  in  them. 

Not  "carte  blanche"  for 
all  of  our  customers  — or 
every  portfolio,  of  course. 

But  there  are  times  and 
there  are  situations  when,  in 
our  opinion,  a  particular 
fund  fills  a  given  investment 
niche  better  than  any  single 
security  we  care  to  name. 

At  those  times,  in  those  sit- 
uations, we  feel  that  we  owe 
it  to  our  customers  to  know 
what  we're  talking  about. 

That's  why  here  at 
Reynolds  &  Co.,  if  you  ask 
about  Mutual  Funds,  we 
think  you'll  find  our  Account 
Executives  are  particularly 
well  informed. 

.  They're  backed  by  one  of 
the  most  seasoned  and  knowl- 
edgeable Mutual  Fund  De- 
partments in  the  business. 


They're  thoroughly  famil- 
iar with  commission  costs, 
management  fees  — with  all 
the  important  pros  and  cons 
that  might  mean  profit  or  loss 
to  our  customers. 

So  fire  away— anytime— 
with  your  questions. 

And  if  it  comes  time— and 
you  want  them— we'll  be 
happy  to  make  specific  sug- 
gestions we  consider  suitable 
to  your  investment  situation, 
your  objectives,  and  your 
overall  investment  program. 

Should  you  add  a  fund  to 
your  own  portfolio  now? 

Any  Reynolds'  Account 
Executive  would  be  glad  to 
discuss  the  possibilities  at 
your  convenience. 

Without  charge.  Without 
obligation. 

Fair  enough? 


Please  send  me  a  free  copy  of 

"How  Your  Money  Can  Work  For  You  in  Mutual  Funds." 


FO 


Name 


Address 


City 


State 


Zip 


Telephone 


TEL 


Reyfiolds  k  Co. 

^  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
(212j  558-6000  •  OFFICES  COAST  TO  COAST 
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Faces  Behind  the  Figures 


The  Portfolio  Managers  Are 
Getting  Bored 

Bob  Hope  denies  he's  worth  $150 
milhon — as  Fortune  reported  last 
year.  "Migawd,  after  that  article, 
people  threw  down  the  red  carpet 
tor  me,"  he  says,  "but  I  have  to 
tiptoe  across  it,  because  I'm  just 
not  in  that  bracket." 

What  bracket  are  you  in? 

"If  I  sold  everything  today,  I'd 
judge  it  would  bring  about  $50 
million  or  $60  million.  That's  con- 
servative." 

Needless  to  say,  Bob  didn't  get 
that  rich  just  being  funny:  The  tax 
collector  has  no  sense  of  humor. 
"It  used  to  be  the  Government 
would  just  let  me  look  at  my 
money  before  they  grabbed  it.  It 
would  have  gone  on  that  way  if  I 
hadn't  been  lucky. " 

He  says  "lucky,"  but  there  was 
more  to  it  than  that:  Hope  has  been 
a  shrewd,  intelligent  investor,  pre- 
ferring long-range  appreciation 
to  hot  tips.  It  all  started  20  years 
ago,  when  he  went  into  oil  well 
drilling  as  a  tax  offset.  "Bing  Cros- 
by and  I  went  in  together,  and  we 
were  lucky;  we  hit  it  very  big.  We 
made  about  $3  million  each." 

That  made  Hope  a  capitalist. 
Joe  Rosenberg  of  Lehman  Brothers 
then  advised  him  to  buy  real 
estate  rather  than  stocks,  and  Hope 
bought  the  idea.  "I  was  doing  pic- 
tures, radio,  TV  and  personal  ap- 
pearances. Real  estate  appealed  to 
me,  because  you  can  throw  the 
title  in  a  box.  You  don't  have  to 
sit  around  all  day  and  worry 
about  it." 

If  you  wonder  how  Hope's   $3 


million  got  to  be  $50  million  or 
S60  million  so  fast,  listen  to  the 
basic  principle  he  followed  in  real- 
estate  investing:  "I  bought  land 
where  the  sun  shines  and  the  path 
of  traffic  seemed  to  be  approach- 
ing." He  bought  major  tracts 
around  Tucson,  Phoenix,  Los  An- 
geles, San  Diego.  Enough  said. 

Hope  regards  entertainment  as 
his  business,  and  these  outside 
deals  mainly  as  investments.  "I 
was  going  to  buy  the  Washington 
Senators  baseball  team  recently  for 
S9  million,  because  I  like  sports. 
But  I  backed  out  when  I  was  a 
handshake  away,  because  I  realized 
it  would  take  too  much  time." 

While  his  big  money  came  from 
real  estate,  Hope  does  own  a  port- 
folio of  stocks.  "They're  my  hedge," 
he  explains.  "I  can  walk  down  to 
the  bank  with  stocks  and  tell  them 
how  much  I  need  and  get  it.  You 
can't  do  that  easily  witli  real  estate, 
and  if  you  have  to  raise  cash  fast  you 
may  take  a  beating."  His  hedge  in 
stock  consists  mostly  of  blue  chips 
v^'hich  he  rarely  trades:  AT&T, 
Chrysler,  RCA,  (j.S.  Steel. 

Aren't  you  worried  about  the 
current  market  slump,  we  asked? 
His  answer  sounded  only  half-se- 
rious, but  when  we  thought  it  over, 
it  explained  a  lot  about  his  success 
as  an  investor:  "There's  nothing  the 
matter  with  the  economy.  A  lot  of 
this  slump  has  come  because  these 
portfolio  managers  get  bored  and 
have  to  play  around.  So  they  sell 
and  they  buy. "  What  with  his  en- 
tertaining and  his  outside  interests, 
Hope  doesn't  have  time  to  be  bored, 
and  so  he  just  never  gets  around 
to  selling  a  good  thing  too  soon.  ■ 


Bob  Hope 


Robert  B.  Shetterly 


Cold,    Cruel    World 

"You  might  say  this  is  the  worst 
possible  time  for  us  to  be  oft  on 
our  own."  When  he  says  that, 
Robert  B.  Shetterly,  president  of 
Clorox  Co.,  isn't  kidding.  His  Httle 
($86-million  sales)  company  was 
spun  off  from  giant  Procter  &  Gam- 
ble Co.  last  year  to  settle  an  anti- 
trust suit.  On  its  own,  Clorox  al- 
ready has  found  heaps  of  trouble. 

Clorox,  of  course,  dominates  the 
liquid  bleach  business,  taking  about 
55%  of  the  market.  This  dominance 
helped  the  company  earn  13.3%  on 
sales  and  41%  on  equity  last  year. 
But  liquid  bleach  is  Clorox's  only 
product,  and  in  recent  months  sales 
have  been  dropping  in  the  face  of  a 
fierce  push  on  behalf  of  the  new  en- 
zyme products  for  removing  stains 
from  clothes.  The  new  products  are 
made  by  Colgate-Palmolive,  Lever 
Bros,  and  ex-parent  P&G. 

As  a  result,  Clorox'  long  sti-ing 
of  year-to-year  earnings  gains  may 
be  broken  in  the  >'ear  ending  June 
30.  Shetterly  is  shaken  but  not  dis- 
mayed. "The  enzymes  will  level 
off,"  he  says,  "and  bleach  will  start 
growing  again." 

But  Shetterly  also  needs  more 
products.  "For  the  short  term,"  he 
says,  "we'll  get  the  bulk  of  them 
from  acquisitions. "  In  the  mean- 
time he's  learning  the  brutal  facts 
of  being  a  one-product  company. 
Is  he  sorry  he  stuck  with  Clorox 
rather  than  take  another  job  witli 
P&G? 

"Oh  no,"  he  says.  "I  knew  what 
this  was  going  to  be.  But  I  didn't 
know  it  would  be  so  bad."  ■ 


'kiS-  ■««-  - 
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Faces  Behind  the  Figures 


Bad  News  .  .  . 
For  Foundations,  Conglomerates 
and— Maybe— for  Oil  Conipanies 

Enacting  tax  legislation — be  it  up- 
wards, downwards  or  reformwards 
— is  invariabh  a  slow  process.  Too 
slow,  says  Representative  Wilbur 
D.  Mills,  Congress'  top  tax  man, 
to  deal  with  the  problem  of  cor- 
porate takeovers.  'We'll  have  to 
move  quickly  on  conglomerates  by 
breaking  them  oft  from  the  rest  of 
the  tax  refonn  proposals,"  Mills 
told  Forbes. 

Mills  introduced  his  own  bill  be- 
fore tlie  committee,  which,  he  says, 
would  basically  "end  the  install- 
ment provisions  in  the  use  of  de- 
bentures for  takeovers  and  would 
make  interest  payments  on  these 
debentures  non-tax-deductible." 
Smiling  as  he  hghts  his  traditional 
small  cigar  in  a  holder,  .Mills  adds 
that  he's  "got  another  amendment 
in  the  works  to  make  this  conglom- 
erate thing  even  tighter,  because 
I've  seen  how  an  enterprising  mind 
could  get  around  the  first  two  .  .  . 
the  three  amendments  should  seal 
it."  He  won't  divulge  the  third 
amendment  yet,  but  all  three, 
Mills  warns,  will  be  "retroactive 
to  earK  February  when  I  put  the 
conglomerates  on  notice  about 
these  debentures." 

Mills  also  has  his  ax  sharpened 
for  tax-e.xempt  foundations,  and 
therefore  also  plans  to  give  priority 
to  antifoundation  measures.  (An 
aide  says  Mills  is  especially  miffed 
at  the  Ford  Foundation  and  one 
or  two  others  like  the  James  Irvine 
Foundatioti  out  in  California.) 

What  bothers  Mills  is  partly  the 
sheer  size  of  the  Ford  Foundation 
with  its  $3.3  billion  in  assets  and 
around  S500  million  in  annual  in- 
c-ome.  But  he's  mifted  that  the 
Foundation  has  been,  as  he  puts 
it,  "dabbling  in  poUtics."  What 
does  he  plan  to  do?  In  Mills' 
words:  "For  a  good  number  of 
these  foundations,  their  tax  bene- 
fits would  be  reduced.  For  a  couple 
of  them,  their  size  would  be  re- 
duced. Some  have  too  much  money, 
they're  too  powerful.  They're  get- 
ting into  various  kinds  of  pohtical 
activities  and  they  don't  answer  to 
anyone."  This  is  a  sensitive  issue 
for  Congressmen,  says  a  Mills  aide, 
"when  you  learn  that  the  Ford 
Foundation's  income  exceeds  the 
budgets  of  a  dozen  states." 

The  Irvine  Foundation,  on  the 


Wilbur  Mills 


other  hand,  has  just  quietly  built 
up  a  tax-free  real-estate  empire  on 
the  West  Coast  that  .Mills  and  other 
committee  members  feel  ought  to 
be  taken  apart.  "Why,  they  own 
88,000  acres  of  land  which  is  com- 
pletely surrounded  by  Los  Angeles 
.  .  .  it's  worth  well  over  $1  billion," 
Mills  says. 

Mills  makes  it  clear  that  these 
priorities  for  foundations  and  con- 
glomerates by  no  means  end  Con- 
gressional work  on  basic  tax-law 
reforms.  fJut  he  suggests  that  the 
others  will  have  to  wait  until 
Congress  can  sweeten  them  with 
a  tax  cut  of  some  kind.  The 
trouble  is,  Mills  claims,  "unless  you 
have  some  tax-cutting  reforms  to 
give,  you  aren't  going  to  get  these 
other,  tougher  refomis  through. 
You  need  tax  breaks  as  induce- 
ments to  get  the  ones  through  that 
all  the  special  interests  are  against." 

This  means  final  action  will  be 
delayed  on  Treasury  proposals 
aimed  at  limiting  depletion  and 
depreciation  allowances  for  oil 
and  mineral  companies,  deductions 
taken  on  so-called  "hobby  farm" 
losses,  tax  exemption  for  state  and 
municipal  bonds,  certain  capital 
gains  benefits  and  chain-store  use 
of  individual  store  outlets  as  sep- 


arate companies  to  reap  tax  benefits 
intended  for  small  businesses.  Be- 
fore really  tackling  them,  Mills 
says,  the  committee  must  "go 
through  all  the  proposed  tax  re- 
ductions for  individuals  [raising 
minimum  standard  deductions,  lib- 
eralizing limits  on  general  standard 
deductions]  in  order  to  get  a  bal- 
anced package  .  .  .  one  that  has 
broad  appeal  as  well  as  disap- 
proval." 

It's  interesting  to  note  that  Mills 
doesn't  turn  pale  when  you  ask 
him  about  reducing  oil  depletion 
allowances.  For  years  Mills  and 
the  great  majority  of  other  mem- 
bers of  Congress  have  fended  off  at- 
tempts to  take  this  tax  benefit  away 
from  the  oil  companies.  Within  the 
"past  few  weeks,"  Mills  maintains, 
"things  have  changed  on  oil  deple- 
tion." He's  referring  to  an  outside 
research  study  ordered  last  year  by 
Treasury.  Says  Mills:  "They  [the 
companies]  sold  this  thing  on  the 
fact  that  it  would  build  up  our 
reserves.  Now,  this  study  has  some 
pretty  convincing  arguments  that 
say  depletion  allowances  don't 
really  build  up  reserves.  The  oil 
industry  told  us  it  would  and  we 
believed  them.  Now,  we're  not 
so  sure."  ■ 
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Isaac  R.  Lindley 


Pride  of  the  Incas 

Outsell  Coca-Cola?  For  years,  no 
American  company  has  come  close. 
At  home  and  abroad.  Coke  is  by 
far  the  world's  No.  One  soft  drink. 

But  not  in  Peru.  There  a  sweet- 
ish, yellowish  soft  drink  called  Inca 
Kola  is  matcliing  strides  with  the 
giant.  "Some  months  they  sell 
more.  Some  months  we  sell  more," 
says  Isaac  R.  Lindley,  the  64-year- 
old  chaimian  of  Jose  R.  Lindle\ 
e  Hijos  S.A.  Some  Peruvian  busi- 
nessmen think  Lindley  is  being 
modest.  Inca  Kola  is  not  distributed 
in  several  Peruvian  cities  where 
Coke  is.  Where  it  does  compete 
with  Coke,  they  say,  it  has  a  clear 
edge. 

To  a  Coke-reared  American,  Inca 
Kola's  attraction  is  hard  to  under- 
stand. It  is  sweet.  It  leaves  a  bub- 
ble-gum-hke  aftertaste.  Its  bright 
yellow  color  is  unattractive.  "One 
American  once  said  that  it  looked 
like  poi.son,"  says  Lindley,  smiling. 

Yet  Peruvians  obviously  don't 
agree.  "The  color  is  distinctive," 
says  Lindley.  "That  is  what  is  im- 
portant about  it.  For  years  it  was 
the  only  yellow  soft  drink  on  the 
market."  As  for  the  taste,  Lindley 
admits  that  upper-class  Peruvians 
aren't  big  Inca  Kola  drinkers,  but 
the  lower  and  middle  classes  are. 
"Inca  Kola  does  not  have  to  be 
served  cold,"  he  explains. 

Advertising  strategy,  however,  is 
the  big  rea.son  for  Inca  Kola's  suc- 
cess. When  the  drink  was  intro- 
duced in  1934,  it  failed  to  catch 
on.  Lindley,  who.se  English  immi- 
grant parents  founded  the  little 
soft-drink  company  in  1910,  took 
over  in  the  mid-Forties.  "We  look- 
ed at  the  history  of  the  company," 
he  says,  "and  saw  how  closely  it 
was  related  to  the  history  of  Pern. 


We  decided  to  appeal  to  Peruxian 
pride." 

Today,  Inca  Kola  advertising 
does  just  that.  Instead  of  promoting 
"Things  go  better  with  Coke," 
Inca  Kola  is  "the  national  flavor." 
Lindley  spends  heavily  to  get  the 
message  across  on  billboards,  buses 
and  radio.  When  he  sponsors  a 
television  show,  it  normally  features 
Peruvian  entertainers  or  athletes. 
Coca-Cola  is  just  as  likely  to  fea- 
ture American  stars. 

In  the  U.S.  a  marketing  program 
based  on  nationalism  wouldn't  get 
very  far.  But  in  Peru,  where  "Viva 
El  Peru"  slogans  are  painted  on 
mountaintops  and  Peruvian  flags 
can  be  seen  flying  over  poor  vil- 
lage homes,  it  works  just  fine.  ■ 

"Pull  Over!" 

Having  been  a  key  figure  in  the 
Eisenhower  Administration,  the 
man  who  helped  get  countless  mil- 
lions of  automobiles  on  the  road 
through  the  Federal  Aid  Highway 
Act  (the  Interstate  Highway  Sys- 
tem), Secretary  of  Transportation 
John  A.  Volpe,  now  wants  to  "get 
a  lot  of  these  cars  oft  the  roads. ' 

Sounds  strange  coming  from  an 
old  Boston  construction  chieftain 
who  became  the  first  Federal  High- 
way Administrator.  "Now,"  says 
Volpe,  "you've  got  to  take  traffic 
off  the  city  highways  or  you're 
not  going  to  be  able  to  get  to 
work,  especially  in  peak  hours." 

How  do  you  get  them  oft  the 
road?  "Mass  transit — much  more 
of  it, "  answers  Volpe  with  his 
broad-a  Boston  accent. 

"I  think  with  this  Administration 
you're  going  to  see  much  more 
work  in  rapid  transit  and  fast 
trains,"  says  Volpe.  For  starters, 
his  Department  of  Transportation 
just  hired  a  consortium  headed  by 
Arthur  D.  Little  to  study  the  mass 


transportation  systems  of  five  cities 
under  a  Sl.o-million  contract. 

Also,  \'olpe  himself  has  become 
fascinated  by  a  West  Coast  en- 
gineer's far-ouL  concept  of  an  under- 
ground train  that  is  propelled  by  a 
mixture  of  gravity  and  pneu- 
matic pressure.  The  train,  called 
"gravitrain,"  under  study  by  the 
DOT,  is  being  developed  by  L.K. 
Edwards,  president  of  the  Tube 
Transit  Corp.  of  Los  Angeles. 

Volpe  claims  that  this  kind  of 
system  "if  it  works,  would  eliminate 
pollution,  would  eliminate  pur- 
chases of  rights  of  way  (it's  in  an 
underground  tube),  and  would 
reduce  the  purchase  of  energy  to 
make  it  run."  The  train  is  sup- 
posed to  drop  down  an  incline  from 
one  station  and  be  pushed  up  to  the 
next  by  its  momentum  plus  sup- 
plementary    pneumatic     pressure. 

Such  experiments,  however  fea- 
sible technologicalh',  are  not  pos- 
sible without  money.  And  by  such 
devices  as  the  Highway  Trust  Fund 
(Forbes,  Oct.  1,  1968)  the  high- 
way lobby  has  managed  to  keep 
transportation  money  away  from 
mass  transit.  "Eventualh, "  \'olpe 
says,  "we  hope  to  have  one  big 
trust  fund  for  all  transportation." 

Whether  Volpe's  dream  will  be- 
come reality  remains  to  be  seen, 
but  he  already  faces  one  major 
disappointment:     The     supersonic 


John  A.  Volpe 


transport  plane,  in  which  \'olpe  is  a 
fervent  believer,  is  reportedly  in 
serious  trouble  with  President  Nix- 
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lell  someone  you  like 
about  Larks  Gas-Trap  filter. 

When  he  says  Tuesday,  you  may  get  it  Tuesday. 


What's  the  latest  fashion? 

Lark  with  the  patented  Gas-Trap  filter.That's 
because  the  Gas-Trap  does  more  than  reduce  "tar" 
and  nicotine.  It  reduces  gases  too.  In  fact  the 
Gas-Trap  reduces  certain  harsh  gases  nearly  twice 
as  effectively  as  any  other  popular  filter. 


It  does  this  with  activated  fortified  charcoal 
granules  —  one  of  the  most  effective  filter  materials 
known  to  modern  science. 

So  tell  someone  about  Lark's  easy  taste  and 
hard-working  Gas-Trap  filter. You'll  both  be 
smoking  in  style.  ^^^^^  King  Size  or  new  lOOs. 


For  more  information  send  for  the 
free  brochure  "Lark's  Gas-Trap'" 
Filter  and  What  It  Means  to  You" 
Write  Lark,  RO.  Box  6,  Murray  Hil 
Station,  New  York,  NY  10028. 


Heart  and  sole, 
we're  in  the 
customer's  shoes 


We'll  go  that 
extra  mile. 


We  feature  the  cars  you  prefer— GM. 
We  give  you  S  &  H  Green  Stamps. 
We  offer  you  1600  locations. 
We  accept  recognized  credit  cards. 

Besides,  we're  the  first  in  the  industry  to 
guarantee  reservations  through  a  completely 
computerized  system.  And  we  maintain  the  best 
conditioned  fleet  in  the  business.  No  wonder  we 
grew  twice  as  fast  as  our  competitors  last  year 
and  are  now  No.  2  in  locations.  If  you're 
looking  for  someone  who'll  take  a  few  extra  steps 
to  please  and  serve,  try  National. 


The  customer  is  always  No.  1 

P  NCR  1969     In  Canada  and  IhrouRhout  the  world  its  TILDENinlerNAT  lONAL 
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Faces  Behind  the  Figures 


One  Question,  Three  Answers 

O.VE  good  question  is  better  than 
a  hundred  if  an  honest  answer  re- 
\eals  something  really  significant. 
Case  in  point  was  the  answer  given 
by  Dr.  Austin  Smith,  chairman  and 
president  of  ailing  drug  manufac- 
turer Parke,  Da\is  last  month  to 
Forbes'  question:  "Why  have  you 
held  off  choosing  a  president  to 
help  you  run  Parke,  Da\is?" 

'"I  haven't  chosen  a  president 
for  three  reasons,"  answered  Smith. 

"One.  Candidly,  I  want  to  bring 
about  the  financial  controls  I  think 
are  necessary.  I  want  to  handle  it 
myself.  Lack  of  proper  controls  is 
one  reason  I  got  a  whipping  last 
year.  Some  overseas  managers 
made  forecasts  they  knew  they 
cx)uldn't  reach.  Our  1968  budget 
c-alled  for  81.7-5  a  share  earnings; 
actually  they  were  only  SI. 2-5. 

"Two.  I  wanted  to  see  if  there 
was  a  candidate  in  our  company. 
I  learned  we  do  have  several  men 
who  could  grow  into  the  job  within 
a  few  years.  V\'e  also  have  another 
man  who  could  handle  the  job 
right  now  if  it  weren't  for  my  third 
reason:  We  want  our  presidency 
open  for  use  in  a  substantial  ac- 
quisition. I  think  the  probability  is 
that's  where  the  next  Parke,  Davis 
president  might  well  come  from." 

Smith  and  his  new  president 
(when  he  turns  up)  will  face  the 
problem  of  turning  around  a  once- 
great  company  that  has  fallen  on 
lean  times.  Parke,  Davis  was  on 
top  of  the  drug  world  in  1960, 
when  its  antibiotic  Chloromycetin 
alone  brought  sales  of  $80  million. 

But  Parke,  Davis  didn't  make 
acquisitions  then.  It  also  failed  to 
bring  out  hot  new  products  and 
failed  to  push  its  early  lead  in  ste- 
riods.  Even  though  Parke,  Davis 
had  a  birth  control  pill  before  CD. 
Searle,  the  old  management  worried 
about  the  reaction  in  Catholic  hos- 
pitals where  PD  does  a  substantial 
business;  it  held  the  drug  back. 

Then,  as  a  key  patent  e.xpired, 
came  government  attacks  on  the 
use  of  Chloromycetin  because  of 
its  side  effects;  the  drug's  sales  fell 
62%  to  about  S30  million  this  year. 
Today  Parke,  Davis  stock  sells  at 
51%  of  its  old  high,  and  1968  earn- 
ings were  at  about  the  1956  level. 
But  Smith  sees  a  cure. 

Could  something  sensational,  a 
cancer  cure,  for  example,  produce 


Ausfin  Smhh 


a  turnaround  miracle?  Probably 
not.  "It's  too  big  for  any  drug 
firm  to  take  on,"  says  Smith.  "I 
don't  think  there  will  be  one  drug 
for  cancer,  but  two  or  three  dozen 
maybe  without  a  common  base. 
The  costs  of  uncovering  one  would 
probably  mean  charging  an  ex- 
orbitant price,  just  to  break  even." 
Rather,  Smith  is  counting  on 
carefully  building  a  broader  line  of 
drugs,  expanding  into  proprietary 
drugs  and  the  health  field  in  gen- 
eral, and,  above  all,  real  financial 
controls  for  Parke,  Davis.  ■ 


.Another  Bastion  Falls 

With  annual  sales  of  $372  mil- 
lion, Detroit's  J.  L.  Hudson  was 
the  largest  privately  held  depart- 
ment store  outfit  in  the  country  and 
one  of  the  nation's  20  or  so  larg- 
est privately  held  companies  of 
any  kind.  Was,  that  is,  because  last 
month  Hudson's  took  the  plunge. 
It  announced  plans  to  merge  with 
Minneapolis'  Dayton  Corp. 

Says  Joseph  L.  Hudson  Jr., 
grandnephew  of  Hudson's  founder 
and  its  current  president:  "Since  the 
trend  in  the  department  store  busi- 
ness is  to  national  companies,  we 
thought  the  best  way  to  use  our 
resources  was  by  combining  them 
with  Dayton's."  Dayton's,  a  fast- 
growing  pubhcly  owned  chain 
(Forbes,  Aug.  io),  has  stores  in 
Minneapolis,  Oregon  and  Arizona 
and  discount  stores  in  three  states. 


"We  had  capital  resources  in  ex- 
cess of  our  opportunties."  says  37- 
year-old  Joe  Hudson.  "We  can  no 
longer  grow  in  the  Detroit  metro- 
politan area,  but  we're  building 
stores  in  Flint  and  Toledo,  and  we 
have  land  for  others  in  Grand  Ra- 
pids and  Lansing."  Detroit  is  a 
problem  area,  to  say  the  least.  The 
1967  riots  and  its  nine-month  news- 
paper strike  in  1967-68,  along  with 
expansion  costs,  pulled  Hudson's 
earnings  down  from  their  1965 
peak  of  $12  million-plus  to  $8.8 
million  in  1968.  Hudson's  profit 
margin  was  2.4%  of  sales,  while 
comparably  sized  rivals  like  Mar- 
shall Field  (4.8%),  Gimbels  (3.6%) 
and  Dayton's  itself  (3.5%)  were 
doing  much  better.  "Our  profit 
margin  has  never  been  among  the 
highest,"  admits  Hudson. 

The  new  Dayton-Hudson  Corp. 
will  have  annual  sales  of  over  $800 
million.  But  Dayton's  Bruce  B. 
Dayton  will  be  the  chief  executive 
officer  under  the  new  setup.  Joe 
ill  be  vice  chairman, 
arge  measure  of  in- 


Hudson 
giving  up  a 
dependence. 
Was     the 


decision 


to  merge, 
then,  hard  to  make?  "You  don't 
make  such  a  decision  easily,"  says 
Hudson,  "but  it  was  the  most 
logical  thing  to  do.  We  could  have 
chosen  to  stay  small  and  local. 
But  1  don't  think  that  would  have 
been  wise."  ■ 


Joseph  L.  Hudson  Jr. 
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A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  ore  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


D[ 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 


Who  Says  Casualty  Insurance  Is  Risky? 

Not  Marsh  &  McLennan,  which  risks  nothing  and 
reaps  big  profits  from  placing  it.  Marsh's  biggest 
probiem?  Maintaining  its  superb  earnings  growth. 


The  business  textbooks  suggest  that 
the  biggest  profits  should  go  to 
those  with  the  courage  to  take  the 
greatest  risks.  But  you  could  never  sell 
that  idea  around  Marsh  &  McLen- 
nan's  offices  in  Chicago. 

For  Marsh  &  McLennan  is  an  in- 
surance broker.  Its  role  is  that  of  a 
middleman  representing  companies 
that  need  insurance.  It  gets  its 
revenues  from  commissions  paid  by 
the  insurance  underwriters  with 
whom  it  places  that  insurance.  The 
underwriters  take  the  risk. 

For  example:  A  combine  of  Ameri- 
can, French,  German  and  Russian 
companies  building  a  pipeline  from 
the  Persian  Gulf  to  the  Caspian  Sea 
for  the  Iranian  government  needs 
$40  million  in  insurance  to  cover 
possible  damage  to  the  project  and 
their  equipment  while  construction  is 
going  on.  They  ask  Marsh  &  McLen- 
nan to  get  the  coverage  for  them.  No 
single  underwriter  will  take  the 
whole  risk,  so  Marsh  splits  the  busi- 
ness among  several. 

But  despite  the  fact  that  70%  of  its 
business  is  in  such  risky  casualty  in- 
surance (the  rest  comes  from  com- 
missions on  group  hfe  insurance  and 
fees  for  setting  up  pension  funds), 
Marsh  &  McLennan  is  not  exposed  to 
loss.  So,  unlike  insurance  underwriters 
with  their  heavy  reserves  against 
losses,  it  needs  little  capital. 

To  say  that  this  has  worked  out 
profitably  is  putting  it  mildly.  Since 
Marsh  &  McLennan  went  pubUc  in 
1962,  earnings  have  tripled  to  $15 
million,  revenues  doubled  to  $106 
million.  Its  five-year  average  per 
share  earnings  gain  of  19%  beats  by  a 
country  mile  the  figure  for  insurance 
underwriters  like  Travelers  (up  5.5%) 
or  Hartford  Fire  (8.8%).  Marsh  & 
McLennan's  29.7%  return  on  invested 
capital  is  surpassed  by  only  four 
major  U.S.  companies — Avon  Prod- 
ucts, Gillette,  Polaroid  and  Smith 
Kline  &  French  (Forbes,  Jan.  1). 

The  demand  for  Marsh's  product 
seems  insatiable.  "Our  premiums  are 
getting  increasingly  larger  as  infla- 
tion raises  building  and  machinery 
costs,"  says  Marsh  President  William 
F.  (Fritz)  Souder.  "Besides  that,  the 
insurance  needs  of  companies  in  busi- 
nesses like  petrochemicals,  phaiTnaceu- 
ticals,  aviation  and  offshore  oil  drilling 
are   growing  by   leaps   and  bounds." 

These  trends  have  helped  the  big 
brokers  like  Marsh  &  McLennan  even 


Choosy.  Marsh  &  McLen- 
nan's Fritz  Souder  prefers  fhe 
risk-free  insurance  brokerage 
business  fo  underwrifing, 
tfiough  fhe  underwrifers  have 
learned  fo  cut  their  losses  by 
safety  engineering.  Souder 
says:  "You  can't  engineer 
your  way  out  of  a  hurricane." 
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:  lore  than  others.  "With  our  overseas 
offices,"  says  CHfford  D.  Cherry, 
senior  vice  president  for  finance,  "we 
can  offer  services  to  international 
companies  that  few  others  can." 
There  are  thousands  of  local,  regional, 
even  national  brokers,  but  only  two 
others.  Johnson  &  Higgins  and  Alex- 
ander &  Ale.xander  (both  privately 
held)  are  as  broadly  based  as  Marsh. 
But  Marsh  &  McLennan  has  refused 
to  be  content  with  just  letting  the 
new  business  pour  in.  "The  ratio  of 
our  expenses  to  income  was  cut  from 
78"?  in  1963  to  71?  in  1968,"  Cherry 
also  points  out. 

Marsh's  only  problem  with  its  busi- 
ness is,  in  fact,  hmited  supply:  The 
company  has  more  trouble  finding 
underwriters  than  cUents.  Says  Sou- 
der,  "W'e  have  some  problems — 
mostly  in  getting  enough  insurance. 
A  lot  of  underwriters  have  taken  very 
substantial  losses  in  recent  years. 
There  was  Hurricane  Betsy  and  the 
sinking  of  the  Torrey  Canyon.  The 
e.vplosion  Cities  Service  had  at  its 
Lake  Charles,  La.  refinery  cost  §35 
million.  And  don't  forget  the  oil  slick 
off  California  right  now — goodness 
knows  how  much  that  will  cost. 

"People  like  Lloyds  of  London  are 
hard-pressed  because  of  these  losses, 
and  some  underwriters  have  even 
gotten  out  of  the  business.  As  a 
result,  we  have  to  scratch  hard  to 
complete  our  orders,  for  e.\ample,  on 
the  747  jet.  This  is  a  $20-million  hull 
carr>-ing  400  people,  each  of  whom 
has  to  be  insured  for  at  least  $75,000. 
This  isn't  easy  to  come  by. 

"Then  these  miracle  drugs  present 
problems.  We  don't  know  what  losses 
may  result.  Therefore  our  client.-,  re- 
<|uire  very  high  limits  of  insurance. 
There's  no  question  that  our  business 
would  be  even  better  if  we  had  more 
insurance  capacity. ' 

Why  Settle  for  Less? 

Souders  reaction  has  been  what 
one  might  expect  from  the  head  of 
a  small  company  who  sees  his  original 
business  begin  to  develop  limits:  He 
\)AS  sought  to  diversify. 

"It's  frightening  to  see  the  amount 
of  income  we  have  to  produce  to 
maintain  this  same  earnings  curve," 
he  says.  "We  could  settle  for  15%-a- 
year  earnings  growth,  but  we  might 
as  well  try  to  keep  it  at  I9'i,  hadn't 
we?  We've  got  to  supplement  the 
brokerage  business  with  some  outside 
business.  There  are  fields  closely  re- 
Irted  to  ours — consulting,  adjusting, 
appraising,  accounting.  W'e're  in  the 
business  of  spreading  the  risk.  We 
had  better  spread  our  own." 

Souder  is  unHkely  to  find  any  new 
business  as  good  as  the  one  he  has. 
But  when  he  diversifies,  he  will  cer- 
tainly be  doing  it  from  strength.  ■ 


All  of  these  securities  have  been  sold  outside  the  United  States. 
This  announcement  appears  as  a  matter  of  record. 

$20,000,000 
Occidental  Overseas  Capital  Corporation 

7V2%  Guaranteed  Sinking  Fund  Debentures  due  March  1,  1984 

Unconditionally  Guaranteed  as  to  Payment  of  Principal 
(and   Premiinn,   if  any).    Interest   and   Sinking   Fund  by 

Occidental  Petroleum  Corporation 

The  Underwriters  of  this  issue  included: 

Lehman  Brothers 

Banca  Commerciale  Italiana 

Banque  de  Bruxelles  S.A. 

Banque  de  Paris  et  des  Pays-Bas 
Commerzbank 

Aktiengeiellschaft 

Dresdner  Bank 

Aktiengeaellichaft 

fiambros  Bank 


N.M.  Rothschild  &  Sons 
BIyth  &  Co.,  Inc.  The  First  Boston  Corporation 

Kuhn,  Loeb  &  Co.  International  Lazard  Freres  &  Co. 

Paine,  Webber,  Jackson  &  Curtis  Paribas  Corporation 

Arnhold  and  S.  Bleichroeder 

Inc. 

Model,  Roland  &  Co.,  Inc. 


A.  E.  Ames  &  Co. 

Incorporated 

Bear,  Stearns  &  Co 


Drexel  Harriman  Ripley 

Incorporated 

Loeb,  Rhoades  &  Co. 
Bache  &  Co. 

Incorporated 

Baer  Securities  Corporation 


Wood,  Gundy  &  Co.,  Inc. 

Algemene  Bank  Nederland  N.  V.  American  Express  Securities  S.A.  Amsterdam-Rotterdam  Bank  N.V. 
Henry  Ansbacher  &  Co.  Ltd.  Bahamas  Overseas  Bank  Banca  d'America  e  d'ltalia 

Limited 

Banca  di  Credito  di  Milano  S.p.A.  Banca  Nazionale  del  Lavoro  Banca  Nazionale  dell'Agricoltura  S.p.A. 
Banca  Privata  Finanziaria  S.p.A.  Banca  Provinciale  Lombarda  S.p.A.  Banco  Ambrosiano  S.p.A. 
Banco  di  Roma  Bank  of  London  &  South  America  Bankhaus  Friedrich  Simon  K.G.a.A. 

Limited 

Banque  Europeenne  d'Outre-Mer  S.A.  Banque  Generale  du  Luxembourg  S.A. 

Banque  Lambert  S.C.S.  Banque  Louis-Dreyfus  &  Cie.  S.A.  Banque  Nationale  de  Paris 

Banque  Rothschild  Banque  de  Suez  et  de  I'llnion  des  Mines 

Banque  de  I'Union  Europeenne  Industrielle  et  Financiere  S.A.  Banque  Worms  &  Cie 

Baring  Brothers  &  Co.,        Bayerische  Hypotheken-und  Wechsel-bank         Bayerische  Staatsbank 

Limited 

Bayerische  Vereinsbank  Joh.  Berenberg,  Gossler  &  Co.  Berliner  Handels-Gesellschaft 

Gunnar  B0hn  &  Co.  AS  Brinckmann,  Wirtz  &  Co.  Buckmaster  &  Moore  Burkhardt  &  Co. 
Cazenove  &  Co.  La  Compagnie  Financiere  Compagnie  Luxembourgeoise  de  Banque  S.A. 

Credit  Commercial  de  France  Credit  Industriel  d'Alsace  et  de  Lorraine  S.A.  Credit  Lyonnais 
Credito  Italiano  The  Deltec  Banking  Corporation  Den  Danske  Landmandsbank 

Limited 

Den  Danske  Provinsbank  AS    Deutsche  Bank    Deutsche  Girozentrale-Deutsche  Kommunalbank 

Aktiengeiellichaft 

Euramerica-Finanziaria  Internazionale,  S.p.A.  Robert  Fleming  &  Co.  Frankfurter  Bank 

Limited 

Antony  Gibbs  &  Sons      Guinness,  Mahon  &  Co.     Hill,  Samuel  &  Co.      Istituto  Bancario  Italiano 

Limited  Limited  Limited 

Kitcat  &  Aitken      Kredietbank  N.V.      Kredietbank  S.A.      Kuwait  Investment  Company  S.A.K. 

Luxembourgeoise 

Lazard  Freres  &  Cie  Mees  &  Hope  Merck,  Finck  &  Co. 


Lazard  Brothers  &  Co., 

Limited 

Samuel  Montagu  &  Co. 


Nederlandsche  Credietbank  N.V. 


Morgan  Grenfell  &  Co. 

Linnited  Limited 

de  Neuflize,  Schlumberger,  Mallet  &  Cie   Sal.  Oppenheim  jr.  &  Cie.    Pierson,  Heldring  &  Pierson 
Rodo  International    J.  Henry  Schroder  Wagg  &  Co.   Singer  &  Friedlander   Skandinaviska  Banken 

Limited  Limited  Limited 

Sodete  Generale  Sodete  Generale  de  Banque  S.A.  Stockholms  Enskilda  Bank 

Strauss,  Turnbull  &  Co.  Svenska  Handelsbanken  Swiss  Bank  Corporation  Overseas 

Limited 

C.  G.  Trinkaus  Ufitec  (London)  Vereinsbank  in  Hamburg  S.  G.  Warburg  &  Co. 

Limited  Limited 


S.  G.  Warburg  &  Co. 

(Frankfurt) 
March  13,  1969. 


Westdeutsche  Landesbank  Girozentrale 
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The  Money  Men 


A  Nice  Way  To  Pioneer 


John  B.  Rhoads 


If  you're  counting  dollars,  John  B. 
Rhoads  doesn't  rank  among  today's 
top  young  money  men.  He  runs  no 
huge  investment  pools,  swings  no 
big  deals  and  is  still  a  good  way 
from  making  even  his  first  million. 

So  what's  he  doing  among 
Forbes'  Money  Men? 

He's  there  because  we  think 
what  he  is  doing  is  exciting. 

Rhoads  is  33,  a  Los  Angeles- 
bom  graduate  of  the  University  of 
Southern  Cahfomia  and  a  onetime 
Bache  &  Co.  trainee.  He  has  lived 
for  the  past  five  years  in  Mexico 
City,  where  he  is  now  the  only 
American  partner  in  the  largest 
Mexican  investment  house,  Promo- 
ciones  y  Corretajes,  S.A.  (which 
means  Developers  and  Brokers 
Inc.).  Rhoads  firmly  believes  he  is 
on  the  ground  floor  of  what  will  be- 
come one  of  the  richest  little  in- 
vestment markets  in  the  world.  He 
may  be  right. 

"Here,"  Rhoads  says,  "we  have 
an  economy  growing  at  the  rate  of 
7%  to  8%  a  year,  at  least  twice  as 
fast  as  in  the  U.S.  It's  a  country 
that  constantly  needs  capital  to  ex- 
pand and  yet  it  has  only  a  rudi- 
mentary equity  market." 

Rudimentary  is  right.  Since  1963, 
turnover  on  the  Mexico  City  Stock 
Exchange  has  increased  tenfold, 
but  last  year  it  still  totaled  only  20 


million  shares.  And  that's  even  less 
than  it  sounds:  Mexican  share 
prices  are  traditionally  so  low  that 
the  total  trading  amounted  to  per- 
haps $150  million — less  than  the 
New  York  Stock  Exchange  often 
turns  over  in  a  couple  of  hours. 
The  great  bulk  of  Mexican  industry 
and  commerce  is  still  family-owned, 
and  those  companies  that  have 
gone  public  haven't  had  a  great 
deal  to  show  for  it,  the  market 
being  little  higher  today  than  it 
was  five  years  ago. 

John  Rhoads,  a  tall,  quiet,  pre- 
maturely graying  man,  spends  most 
of  his  working  hours  trying  to  do 
something  about  this.  He's  con- 
stantly on  the  telephone.  To  New 
York.  To  Zurich.  To  Paris.  To 
Frankfurt.  For  good-sized  accounts 
he  buys  blocks  of  Mexican  stocks 
and  bonds.  In  his  spare  time  he 
works  at  something  he  regards  as 
much  more  important:  trying  to 
.sell  Mexican  businessmen  on  the 
advantages  of  going  public. 

In  moving  Mexican  securities 
abroad  Rhoads  has  two  strong  sell- 
ing points:  high  interest  rates  and 
low  price/earnings  ratios.  Much 
foreign  buying,  especially  Euro- 
pean, these  days  is  in  Mexican 
bonds  rather  than  in  Mexican 
stocks,  and  the  yields  are  juicy  in- 
deed: Prime  short-term  bonds  yield 


aroimd  10%.  Can  foreign  investors 
get  the  money  out?  No  problem. 
The  Mexican  peso  is  freely  con- 
vertible, and,  in  fact,  is  one  of  the 
world's  strongest  currencies. 

Common  stocks  are  somewhat 
harder  to  sell.  For  one  thing,  the 
market  is  thin;  for  another,  they 
haven't  been  going  anywhere.  But 
Rhoads  has  some  good  selling 
points  when  he  talks  price/earn- 
ings ratios.  They're  like  those  in 
the  States  two  decades  ago,  rang- 
ing from  six  times  earnings  for 
good  industrials  to  perhaps  14 
times  for  the  real  glamour  stuff. 
Dividend  yields  range  from  5% 
for  high-growth  stocks  to  10%  for 
slower-growing  companies. 

Essentially,  th^re  are  two  kinds 
of  common  stocks  in  Mexico:  those 
of  purely  Mexican-managed  com- 
panies; and  those  of  Mexican  sub- 
sidiaries of  big  U.S.  companies. 
There  are  any  number  of  the  latter, 
because  Mexican  laws  are  tough  on 
a  foreign  company  without  Mexi- 
can partnership  (see  table,  p.  60). 

Among  the  purely  Mexican  com- 
panies, Telefonos  de  Mexico  sells 
at  about  eight  times  earnings, 
yields  10%  and,  like  its  U.S.  coun- 
terpart, AT&T,  is  a  yield  stock  with 
moderate  growth  characteristics.  In 
consumer  goods,  there's  Cerveceria 
Moctezuma,  whose  Mexican-brewed 
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Tenneco 
reports 

for  1968 


14%  Increase  in  sales.  13%*  Increase  in  both  net  income  and  earnings  per  share 


SUMMARY 


Operating  revenues  — 

Gas  sales  and  transportation     

Machinery,  equipment  and  shipbuilding     .   . 
Crude  oil.  condensate  and  refined  products 

Chemicals 

Packagmg 

Land  use  and  other 


Income  before  extraordinary  items 

Extraordinary  items , 

Net  income 

Preferred  and  preference  stock  dividends 

Net  income  to  common  stock 

Per  average  share  of  common  stock  — 

Income  before  extraordinary  items   .  . 

Extraordinary  items '.  . 

Net  income 


1968 


1967 


$  533,552,582 

$  481,852,325 

579,467,347 

454,992,448 

379,240,048 

332,704,770 

241,808,436 

222,478,035 

238,785,430 

220,576,246 

90,624,677 

90.691 ,429 

$2,063,478,520 

$1,803,295,253 

157,344.707 

139,281.599 

9,587,041 

— 

166,931,748 

139,281,599 

39.765,500 

39.829,785 

127,166,248 

99,451,814 

$2.21 

$1.95 

.18 

— 

2.39 

1.95 

'Doe-i  "o!  inciuan  emrjorainary  income  items  of  4>9,itif,Ul)  or  iJa  per  iharc 

Our  1968  figures  offer  the  best  proof  yet  that,  at  Tenneco,  building  businesses  is  our  business. 

Every  one  of  our  6  main  business  groups  scored  greater  earnings  in  1968. 
And  contributed  importantly  to  new  Tenneco  records. 

Tenneco  Record  No.  1:  $2,063,47&,520  in  sales  (up  from  $1,803,295,253). 

Tenneco  Record  No.  2;  $157,344,707*  in  net  (up  from  $139,281,599). 

Tenneco  Record  No.  3:  $2  21  *  in  earnings  per  share  (up  from  $1 ,95). 

These  are  just  some  of  the  highlights  noted  in  the  1968  Tenneco  Annual  Report 
by  President  N.  W.  Freeman  and  Chairman  Gardiner  Symonds. 

If  you'd  like  to  know  more  about  the  25-year-oid  company  that  believes  in 
making  businesses  grow  — not  in  just  collecting  them— see  our  Annual  Report. 

FOR  OUR  1968  ANNUAL  REPORT  WRITE  TO; 
SECTION  B,  PUBLIC  RELATIONS  DEPARTMENT,  TENNECO  INC.,  P.  O    BOX  2511.  HOUSTON,  TEXAS  77001 


TENNECO  INC. 


HOUSTON.  TEXAS 


TENNECO  CHEMICAIS.  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECO  OIL  CO.  O  PACKAGING  CORPORATION  OF  AMERICA  O 
KERN  COUNTY  LAND  CO.  O    J-  '■  CASE  CO.  O   NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO.  O  WALKER  MANUFACTURING  CO.  O 
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GIVE 

YOUR 

SAVINGS 


Double  Safety 

O  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

QOne  of  the  highest  reserve 
ratios  in  the  nation. 


5 


1CX7   per  year  on 
/Q  Bonus  Accounts 
4^^        in  multiples  of 
$1000,  held  36  mos. 

5%  per  year  current  rate 
on  Passbook  Accounts 

DIVIDENDS     COMPOUNDED 
DAILY 

—  from  date  in  to  date  out 

One  of  America's  Largest      x^ 
...  and  Strongest  4^ 


^■1  EST.  If. 17 

Fidelity 

^€a(eA£<jt  SAVINGS 

AND   LOAN  ASSOCIATION 
I  Box  1631-22   •   Glendale.  Calif.  91209 


-J 


Pleote  lend 
delaili  on. 


G  Sovingi  Accounli 
n  Checl-o. Month  flo 


,  NAME- 


.ADDRESS- 
ICITY 


-STATE - 


PLEASE    PRINT 


22 


Dividend 

on 
common 
shares       ^ 

The  Board  of  Directors  ^ 

of    Columbus    and  ^'j 

Southern  Ohio  Electric  l> 

Company,  on  March  5,  ^ 

1969,   declared   a   divi-  ^ 
dend  of  forty-two  cents 
(42^)  per  share  on  the 

outstanding  Common  f' 
Shares  of  the  Corpora- 
tion, payable  on  April 

10,  1969  to  sharehold-  v^^' 

ers    of    record    at    the  ^ 

close   of   business  on  ^ 

March  25,  1969.  ^=' 

G.  C.  SHAFER,  ^^ 

Secretary  ^-^ 
i'  "■ 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


The  Money  Men 


beers  are  among  the  world's  best. 
It  sells  around  eight  times  earnings 
and  yields  over  5%.  Anything  wrong 
with  the  company?  Nothing  visible. 
Earnings  rose  a  little  over  15% 
during  1968. 

What,  we  asked  John  Rhoads, 
keeps  prices  so  low  in  a  country 
whose  booming  economy  is  ex- 
posed to  the  gaze  of  some  1.5  mil- 
lion foreign  tourists  >early? 

"Well,"  he  said,  "there  are  sev- 
eral reasons.  Some  foreigners  did 
come  in  some  \ears  ago,  but  tlie\' 
got  bored  when  nothing  much 
realh'  happened." 

Why  didn't  anything  happen? 

"For  one  thing,  a  lot  of  people 
ha\e  the  feeling  that  this  is  a 
closed,  controlled  economy,  and 
the\'  don't  want  to  tie  up  money 
in  minority  positions.  If  they  come 
in,  they'd  rather  buy  bonds,  where 
the  yields  are  higher." 

How  about  Mexicans? 

"That's  exactly  the  point.  They 
aren't  equity-minded.  A  few  years 
ago,  though,  they  didn't  like  Mexi- 
can colonial  furniture,  either.  Then 
Americans  started  buying  it  up. 
Now  the  Mexicans  love  it.  If  they 
see  foreigners  bu>"ing  Mexican 
stocks  the  Mexicans  will  start  to 
say,  'He\ ,  those  guys  must  know 
something'  and  the\-  will  start 
buying." 

"It's  a  sort  of  pump-priming  op- 
eration \'ou're  engaged  in?" 

"Yes,  you  can  put  it  that  way. 
You  see,  what  I'm  reallv  interested 


in  is  underwriting,  not  brokerage. 
To  me  that's  the  exciting  end  of 
the  business:  getting  some  of  these 
big  privately  owned  companies  to 
go  public.  That's  where  the  big 
money  is  going  to  be. 

"The  way  they  figure  now  is, 
'Wh\'  should  I  go  public  at  eight 
times  earnings?'  They'd  rather  pa\ 
10%  or  even  15%  interest  than  di- 
lute the  equity  at  those  prices.  But 
if  price/earnings  ratios  improve, 
they'll  look  at  it  differently.  They're 
going  to  have  to,  because  they 
need  capital  to  compete  with  the 
U.S.  companies,  and  \ou  can  go 
only  so  far  on  borrowed  money. 

"It's  got  to  come:  better  prices 
and  a  broader  market.  They  go  to- 
gether." 

We  asked  John  Rhoads  whether 
his  brains  and  experience  wouldn't 
carry  him  further  on  Wall  Street 
than  in  Mexico.  He  laughed. 

"That's  what  my  mother  says. 
But  there's  more  to  it  than  money. 
There's  the  satisfaction  of  having 
an  effect  on  a  whole  economx." 

He  feels  his  whole  career  has 
prepared  him  for  his  Mexican  spot. 
He  left  Wall  Street  in  1961,  went 
to  the  University  of  California,  Los 
Angeles  to  take  a  master's  degree 
in  economics,  then  got  a  Ford 
Foundation  Fellowship  to  assist  in 
getting  local  capital  and  talent 
to  start  new  companies  in  Brazil. 
Five  yeixis  ago  he  decided  to 
combine  his  earlier  interest  in 
finance   with   his   Latin   American 


While 
frade 
industrial 


Company 


the    Mexican    stock    market    is 
a     rather    good     cross-section 
companies.     The     stocks 


not   very    active,    it    does 

of    Mexico's    developing 

listed     below     are     typical. 


EIGHT  MEXICAN  COMPANIES  WITH  FOREIGN  AFFILIATIONS 

U.S.   Affiliate  Price/Earnings  Ratio 


Union  Carbide  Mexicana,  S.A. 
Sanborn  Hermanos,  S.A. 
Kimberly  Clark  de  Mexico,  S.A. 
Bacardi  y  Cla.,  S.A. 
Cigarrera  la  Moderna,  S.A. 
Celanese  Mexicana,  S.A. 
A.  P.  Green 
Anderson  Clayton 


Union  Carbide  13.7 

Walgreen  Drug  Stores  15.2 

Kimberly  Clark  14.9 

Bacardi  15.2 

British  American  Tobacco  10.9 
Celanese  9.5t 

A.  P.  Green  8.8 

Anderson  Clayton  7.5 


Yi3ld' 

2.4% 

4.3 

3.5 

4.4 

5.7 

6.3 

5.7 

7.3 


EIGHT  MEXICAN  COMPANIES  WITHOUT  IMPORTANT  FOREIGN  AFFILIATIONS 
•^o'"'"")'  Business  Price/Earnings  Ratio  YisId* 


Seguros  la  Comercial,  S.A. 
Cerveceria  Moctezuma,  S.A. 
Puerto  de  Liverpool,  S.A. 
Banco  Naclonal  de  Mexico,  S.A. 
Altos  Homos  de  Mexico,  S.A. 
Telefonos  de  Mexico 


Insurance 

beer 

department  stores 

banking 

steel 

public  utilities 


t  Estimated  on  expected  but  non-reported   1968  earnings, 
clones  y  Corretajes.  S.A. 


12.4 
7.2t 
11.41 
11.2t 
10.6t 
7.5 


Net  after   Mexican   taxes.     Sources 


4.3% 
5.5 
2.6 
4.7 
7.8 
10.4 
Promo- 
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experience  and  picked  Mexico  as 
the  spot  to  apply  it. 

"After  all, "  he  adds,  "I'm  not 
doing  so  badl>." 

We  saw  his  point.  A  bachelor, 
he  has  a  big,  terraced  apartment 
with  a  \iew,  but  can  walk  to  his 
modem  ofiBce  a  few  blocks  away. 
Income  taxes  are  a  good  deal  lower 
than  in  the  U.S.  He  can  work  hard 
and  still  have  plenty  of  time  for 
his  big  hobby,  collecting  pre- 
Columbian  .Mexican  art,  and  for  his 
own  in\estmeuts,  among  which  is 
partnership  in  a  smart  new  restau- 
rant. All  this  explains  why  a  couple 
of  years  ago  Rhoads  turned  down 
an  offer  to  head  a  top  Wall  Street 
house's  foreign  department,  a  job 
that  would  have  paid  much  more 
than  he  now  makes. 

Me.vic-o  has  been  good  to  Rhoads, 
but  we  still  had  our  doubts.  "Look," 
we  said,  ".Mexico  has  had  a  long 
histor\-  of  upheaval — and  those 
bloody  student  riots  last  summer. 
How  deep  is  the  respect  for  prop- 
erty? Is  -Mexic-o  a  safe  place  to 
put  mone\?" 

'The  best  answer  to  that,"  he 
said,  "is  to  talk  about  the  ladder," 

"The  what?" 

"The  ladder — the  economic  and 
social  ladder.  Mexicans  are  begin- 
ning to  feel  the>'  can  rise  in  the 
world,  no  matter  how  poor  their 
origins.  Elementar>-  education  is 
compulsory.  University  education  is 
cheap.  Complete  e<iuality?  Of 
c-ourse  not.  The  ladder  to  success  is 
still  hard  to  climb,  but  its  there, 
and  .Mexicans  know  it.  The  smarter, 
more  energetic  members  of  the 
poorer  classes  have  an  outlet  within 
the  system.  That's  not  very  com- 
mon in  Latin  .America,  you  know. 

"And  then,  they're  using  the 
proceeds  of  the  booming  tourist 
business  wisely,  putting  much  of  it 
into  industrialization.  They've  got 
a  potentially  good  labor  force,  too. 
Forget  the  siesta  image:  Mexicans 
can  work  hard  and  work  well. 

"But  the  most  impressive  thing 
is  their  respect  for  law.  Maybe  it's 
a  reaction  from  the  Mexican  Rev- 
olution, which  lasted  near!>  25 
years  and  killed  millions  of  people. 
Today  the  law  isn't  something  you 
get  around  easily  just  because  you 
have  a  good  lawyer.  If  you  break 
the  law  it's  jail,  whether  you're  an 
American,  a  general,  or  who." 

Well,  that's  what  John  Rhoads 
says  about  investing  in  Me.xico.  We 
won't  vouch  for  all  his  arguments, 
but  he  makes  a  powerful,  low-key 
case  for  his  adopted  country.  ■ 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  oj  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


March  7, 1969 


$10,000,000 

Rusco  Industries,  Inc. 

6V4%  Convertible  Subordinated  Debentures 

Due  February  1,  1989 

Convertible  into  Common  Stock  at  any  time  prior  to 
maturity  at  S11.75  per  share. 


Price  100% 

(plus  accrued  Interest  from  March  14,  1969) 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned 
and  other  underwriters  as  may  lawfully  offer  these  securities  in  this  State. 


Walston  &  Co.,  Inc. 
Blair  &  Co.,  Inc.        Estabrook  &  Co.        H.  Hentz  &  Co.        Hirsch  &  Co. 

Incorporated 

Rauscher  Pierce  &  Co.,  Inc.    Watling,  Lerchen  &  Co.    Emanuel,  Deetjen  &  Co. 


Fahnestock  &  Co. 


Hertz,  Warner  &  Co. 


Putnam,  Coffin  &  Burr-Doolittle,  Inc 

Affiliate  of  AJve«l  Co. 


Lester,  Ryons  &  Co. 

Saunders,  Stiver  &  Co. 

Baer  Securities  Corporation    R.  G.  Dickinson  &  Co.    Douglas  Securities,  Inc. 

Filor,  Bullard  &  Smyth   Interstate  Securities  Corporation   Powell,  Kistler  &  Co. 

Robinson,  Lynch  &  Co.  Schneider,Bemet&Hickman,Inc.  Stone  &Youngberg 

Suplee,  Mosley ,  Close  &  Kerner  Burton  J.Vincent  &  Co. 

Incorporated 


McNEIL 


COR  PORATION 


$100,000,000 

says  a  lot  about  a  company 

In  just  the  past  five  years,  without  acquisitions, 
McNeil  Corporation's  sales  have  risen 
54  percent  to  $103,407,000,  earnings  have 
risen  59  percent  and  shareholders'  equity 
42  percent.  Dividends  paid  rose  28  percent. 

That  says  a  lot  about  a  company. 

Ourannual  report,  just  published,  tells  a  lot  more. 


A  copy  is  available  by  writing  The  Secretary,  McNeil 
Corporation,  96  East  Crosier  Street,  Akron,  Ohio  44311. 
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Know  a  Stock's  Record  Before  You 

Hold-Sell 


Buy 


PUBLISHED 


Get  the  facts  in  FINANCIAL  WORLD'S 

Single  compact  volume 

Giving  the  complete  12-year 
Record  of  ALL'Big  Board' 
Common  Stocks 


275 


-"Sanaa™. 


"MlfUWs 


"57-1968 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years — essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 


1957-1968 
Each  Year 


8/  Price 

/  Divid 

,         /  Stock 

5*'  /  Earni 


Price  Range 
dends 
Splits 
ngs* 

*1968  earnings  as  available  up  to  press  date 

You  can't  determine  a  stock's  current  value  unless 
you  have  its  earnings  and  dividend  records  of  pre- 
vious years;  and  you  can't  compare  current  prices 
with  former  prices  unless  you  have  a  record  of  the 
hundreds  of  stock  splits  over  the  last  twelve  years. 


Valuable  Added  Feature 

The  Stock  Record  Book  also  contains  the  12- 
year  (1957-1968)  record  of  the  Leading  Muiuai, 
Funds  .  .  .  showing  each  year's: 

CAPITAL   GAINS    •    INVESTMENT    INCOME 
NET  ASSET  VALUE  •  SALES  CHARGES 


BUY  IT  for  only  $2^^  ^ . . 

OR  GET  IT  AS  A  BONUS 

WITH  THIS  UNUSUAL  ^6  OFFER! 

■You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to 
FINANCIAL  WORLD'S   Comprehensive   Investment   Service — developed 
and  refined  through  FINANCIAL  WORLD'S  more 
than  66  years  of  successful  experience. 

And  Your  $6  Brings  You 
This  $9.95  Value  . . . 

12  issues  of  FINANCIAL  WORLD,  Amer- 
ica's pioneer  investment  weekly.  Fo- 
cusrd  on  giving  you  sound  stock  values, 
providing  continuous  direction  on  hun- 
dreds of  issues.  Detailed  reports  on  se- 
lected securities  .  .  .  Company  and  in* 
dustry  surveys  .  .  ,  Market  outlook  .  .  . 
Developing  trends  .  .  .  Supervised  groups 
of  issues  for  every  investment  goal  . 
Mutual  Fund  Department  .  .  .  Everyth 
to  help  you  profit  in  any  kind  of  market. 
iJ2  copies  of  the  magazine  alone  on  news- 
Hand,    $7.20) 


ups      ^  ' 


Here  ar^  the  facts  you  need  to  help  you 
invest  more  knowIe<lg:eably  ,  .  ,  more  in- 
tellijjenlly   .  .  .  more  proJitaHy! 


3  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS"  of  up  to  1-900 
Ii>ted  slocks,  detailed  digests  of  pricrs, 
earnings,  dividends — jdus  our  own  UAT- 
INCS  of  investment  value.  (Similar  guides 
would    cost    up    to    $24    c    year.) 

ADVICE-BY-MAIL  as  often  as  once  a  iveek 
ior  12  week-i-our  hest  opinion  on  whether 
to  huy.  sell.  h<dd  any  stock  you  inquire 
about  that  interests  yon  at  the  particular 
time.    {i\oc  available  alone   at  any   price.) 


-FINANCIAL  WORLD  •■"- 


Dept.    FB-41,    17  Battery  Place.  New  York.  N.  Y.  10004 

For  payment  enclosed  ple;ise  enter  my  order  for: 

Copies  of  your  new  1957-1968  Stock  Record  Book  at  S2.75  each. 

n  12-Weeks'  Trial  Subscription  to  FINANCIAL  WORLD'S  complete  in- 
vestment service  including  Stock  Record  Book— all  for  $6. 


Name 


Address 


City 


State. 


.Zip. 


This  subsL 


ot  assignable. 


Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stock 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-back  guarantee  if  not 
satisfied  ivithin  30  days. 


llllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllrllllUlllllmilllllll.li.lillL. 
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1969  I 


The  Economy 


The  Ratchet  Wheel  Effect 


Today  a  great  debate  rages  among 
economists  about  which  is  the  more 
effective  way  to  cool  oO  the  econ- 
omy and  slow  down  inflation.  One 
school  insists  that  if  the  money 
supply  and  credit  are  curtailed 
then  that  goal  will  be  gradually 
achieved.  The  other  school  insists 
that  the  only  way  is  through  the 
federal  government  fiscal  policy: 
with  spending  less  and  ta.\ing  more. 

But  there  is  another  problem, 
M^  institutional  one.  The  postin- 
dustrial  economy  of  the  U.S.  has 
inflationary  mechanisms  built  into 
the  guts  of  the  system.  It's  as  if 
the  U.S.  had  decided  to  go  through 
a  tunistile  through  which  there  is 
no  way  to  go  back. 

For  example,  after  it  has  been 
pegged  at  SI. 60,  the  minimum 
wage  won't  drop  back  to  81.40. 
One  can  also  be  sure  that  the  trend 
will  be  to  make  more  workers  ehgi- 
ble,  not  less.  A  union  is  unlikely 
to  renegotiate  a  contract  down- 
ward. Once  these  standards  are  set, 
their  repeal  becomes  next  to  im- 
possible. 

Welfare  costs  of  cities  and  states 
are  another  example.  They  run  in 
excess  of  S9  billion  dollars  cur- 
rently and  will  mount  steadily  de- 
spite the  fact  that  the  country  is 
in  the  midst  of  an  unprecedented 


boom.  Regardless  of  whether  the 
cost  burdens  are  shifted,  everyone 
expects  them  to  rise. 

The  multibillion-dollar  Highway 
Trust  Fund  is  another  example  of  a 
ratchet  wheel,  one  that  can  go 
forward  but  not  backward.  Almost 
every  year  taxes  are  raised  on  gas- 
oline. The  $4.8  billion  poured  into 
the  coflers  of  the  Highway  Trust 
Fund  last  year  goes  to  build  more 
highways  to  allow  Americans  to 
drive  even  more.  Resulting  prob- 
lems like  air  pollution  and  traffic 
jams  often  require  additional  out- 
lays, and  the  cycle  seems  never  to 
end.  Yet  it  is  forbidden  to  use  fed- 
eral gasoline  taxes  for  anything  but 
building  more   roads. 

By  and  large,  farm  subsidies 
prove  to  be  one-way.  Last  year, 
they  cost  the  country  some  $4 
billion  vs.  only  $900  million  in 
1955.  So,  too,  is  Social  Security  a 
ratchet  wheel  which  steadily  pays 
out  increasing  amounts  to  recip- 
ients, correspondingly  requiring 
larger  payments  each  year  from 
employee  and  employer. 

Another  case  in  point  is  Medi- 
care, which  is  the  latest  thing  in  the 
way  of  greater  expenditures.  Even 
without  it,  the  cost  of  medical  care 
was  winging  its  way  upward. 
.Medicare    accelerated    the    trend. 


The  reason:  The  capital  investment 
(new  hospitals,  new  medical  de- 
vices) going  into  medical  care  has 
been  rising  very  rapidly  and  the 
cost  of  training  doctors  and  aides 
is  rising.  Now  the  unions  are  mov- 
ing into  the  arena  to  protect  the 
unskilled  hospital  workers. 

Municipal  workers  like  firemen, 
policemen  and  sanitation  workers 
are  also  being  upgraded,  and  they 
are  going  to  cost  more  each  year; 
teachers  are  too  as  they  provide 
wanted  and  needed  services.  And 
these  workers  care  little  whether 
the  municipality  is  solvent  or  not. 

Is  inflation,  then,  inevitable? 
Fortunately  not,  at  leii«t  not  an  ac- 
celeration of  inflation.  If  the  econ- 
omy continues  to  grow,  it  can  take 
care  of  the  nation's  steadily  mount- 
ing economic  expectations.  Even 
while  taxes  and  wages  and  other 
costs  are  rising,  more  production 
will  still  enable  the  U.S.  to  save 
more.  Then  prices  can  remain  fairly 
stable.  It  is  .simply  not  true  that  the 
only  real  cure  for  the  wage/price 
inflation  is  years  of  recession.  The 
far  better  prescription  is  a  growing 
economy  combined  with  a  measure 
of  price  restraint.  Higher  taxes  and 
tight  money  are  designed  to  accom- 
plish this.  Whether  the  two  meas- 
ures will  brake  inflation  remains  to 
be  seen.  Current  psychology  and 
the  ratchet-wheel  economy  have  so 
far  made  them  ineffective.  ■ 
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QQ       /  Penod  ol  Economic  Recession  as  detined 
—^•^  t>y  national  Bureau  ol  Economic  Research 

70  -- -— — 

Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


I 


preliminary 

.   ^  JAN 123.4 

FEB 126.0 

MAR 128.3 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.2 

DEC 136,7 

JAN 136.9 

FEB.  (prel.)  .136.6 

Commerce  private  nonlarm  housing  starts)  service  price  index  related  to  the  consumer 

Consumption  price  index) 

•  How  much  are  people  spending?  (Dept.  ol  Income 

Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  ot 

•  To  what  extent  are  consumers  going  into      Commerce  personal  income,  wage  and  salary 
debt?  (federal  Reserve  net  change  in  con-      disbursements) 

sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  costly  are  services?  CDepf.  ot  Commerce       Dept.  of  Labor  initial  unemployment  claims) 
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Q: 


A: 


What  makes  serious 
investors  spend  $500- 
a-year  for  a  computer- 
based  service? 

Get  COM-STAT's  $10 
Introductory  Package 
and  you'll  KNOW  .  .  . 


See  for  yourself: 

•  The  latest  computer  stock  rat- 
ings on  450  carefully  selected 
stocks 

•  How  these  ratings  compare 
BOTH  the  fundamental  and  tech- 
nical factors  of  each  of  these 
stocks  in  the  current  market 

•  Full  details  on  test  results  made 
by  applying  COM-STAT  Stock 
Ratings  to  an  AUTOMATIC 
BUY-SELL  PLAN 

•  COM-STAT's  measurement  of 
today's  stock  market  with  specific 
advice  for  the  period  ahead — 
including  its  Forecasting  Lines 
over  the  past  seven  years 

•  The  lastest  COM-STAT  Stock 
Comments  with  growth-channel 
studies  on  top-rated  issues 

•  Specific  instructions  on  applying 
COM-STAT  to  growth,  income 
or   speculative   portfolios 

WE  SAY  THAT  now  is  an  ideal  time 
for  you  to  have  the  computer-based 
ratings  resulting  from  more  than  25 
years  of  research  in  stock  value 
analysis  put  to  work  for  you. 
Make  us  prove  what  we  say!  Send 
110  now  for  all  of  the  above  plus 
much  more  to  introduce  you  to 
what  we  claim  is  the  most  effective 
investment  advisory  program  avail- 
able today. 


a  division  of  Spear  &  Staff,  Inc. 

Dept.  CF401 

Babson  Park,  Mass.  02157 
Yes,  here  is  my  ^10  —refundable  in  full  if 
you  can't  prove  to  my  satisfaction  tliat  an 
advisory  sen/ice  can  be  worth  $500-a-year 
(and  fully  credited  if  you  decided  to  become 
a  member).  Send  me  your  56-pat;e  Introduc- 
tory Package  containing  COM-StaT's  latest 
findings  and  advices  on  stocks  in  the  cur- 
rent market.  (Open  to  new  readers  only, 
not  assignable  without  your  consent.) 
H  Check  here  to  receive  ALL  of  the  above  as 
a  BONUS  with  a  90-day  Guest  Membership 
at  $95  (or  $90  if  payment  is  enclosed). 


NAME- 


ADORESS- 
CITY 


-STATE. 


tlP_ 


n  Check  here  if  you  are  an  investor  with 
more  than  $15,000  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment Management  Program.  No  obl'gation. 


MARKET  COMMENT 

By  L.  0.  Hooper 


Buy  Signals  Ahead 


On  Dec.  1  this  column  opined  that 
we  were  "in  the  latter  stages  of  an 
intermediate  upward  trend  in  stock 
prices."  The  current  opinion  of  the 
writer  is  that  we  are  "nearing  a  buy- 
ing area,"  and  that  the  current  pes- 
simism will  soon  be  overdone.  Prob- 
ably the  DJI  will  go  lower.  My 
present  guess  is  that  the  bottom  will 
be  at  least  as  low  as  850,  and  if  the 
index  goes  under  850,  it  won't  stay 
down  there  very  long. 

My  projection,  subject  to  amend- 
ment as  we  go  along,  is  that  between 
now  and  late  May  or  mid-June,  pes- 
simism about  business,  earnings  and 
money  rates  will  increase.  Stock 
prices,  however,  will  begin  to  be  a 
little  less  responsive  to  bad  news,  and 
the  volume  of  trading  may  drop  back 
to  aroimd  7  million  shares  a  day. 
Bearishness  will  become  more  wide- 
spread but  less  effective.  It  will  begin 
to  be  a  time  to  practice  the  art  of 
what  is  called  "contrary  opinion." 

I  am  in  general  agreement  with 
those  who  expect  1)  continued  pres- 
sure on  the  credit  markets  by  both 
the  Fed  and  the  Administration,  per- 
haps through  the  summer;  2)  no 
early  "peace"  in  Vietnam;  3)  further 
"incidents"  resulting  from  overspec- 
ulation;  4)  a  slowing  down  in  busi- 
ness and  lower  earnings  in  the  sec- 
ond half;  5)  no  reduction  in  the  tax 
burden  in  spite  of  a  federal  budget 
surplus.  All  this  is  likely  to  be  more 
discounted  in  advance  than  reflected 
when  it  happens.  Stock  prices  often 
move  in  the  opposite  direction  from 
the  trend  in  business  and  earnings. 

No  one  can  forecast  the  exact 
time  or  the  exact  price  level  at  which 
the  institutions  (and  the  mutual 
funds)  will  again  take  an  aggressive 
attitude  toward  equities,  but  we  do 
know  that  they  will  not  long  be  con- 
tent with  holding  such  large  and 
growing  cash  reserves.  One  can  be 
pretty  sure,  too,  that  they  will  follow 
buying   leadership   when   it   appears. 

Many  of  these  institutional  money 
managers  are  now  confused,  chas- 
tened and  undecided,  but  almost  all 
of  them  are  "performance-oriented" 
and  anxious  to  have  some  of  the 
"hair  that  bit  them."  I  suspect  that 
some  of  their  earlier  buying  will  be 


Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.   E.  Hutton  &  Co. 
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in  slow-growth  blue  chips  of  the  type 
they  ridiculed  during  the  final  four 
or  five  months  of  1968.  Notice,  for 
instance,  the  splendid  action  of  sex- 
less U.S.  Steel  (43)  in  recent  months 
as  compared  with  formerly  oversexed 
Litton  Industries,  which  now  sells  at 
about  half  its  former  highs. 

look  for  Values 

It  might  be  well  to  take  a  look  at 
Chrysler  (around  52)  with  the  stock 
in  excessive  supply  and  in  poor  de- 
mand. Re-read  the  article  on  Chry- 
sler's real  estate  on  pages  58  and  59 
in  the  Dec.  1  Forbes;  figure  how 
many  billions  less  Chrysler  is  ap- 
praised at  compared  with  when  the 
stock  was  selling  at  72;  consider  that 
the  company  earned  $6.21  a  share  in 
1968  and  that  $4.50  would  be  a  low 
estimate  of  1969's  probably  lower 
results;  and  look  back  over  the 
record  of  the  present  management. 

Take  a  look  at  C.I.T.  Financial's 
(38)  long  growth  record  and  remem- 
ber what  Control  Data  was  willing 
to  pay  for  it  before  the  merger  failed. 
.  .  .  Pittston  (51)  should  be  an  ex- 
cellent value,  and  it  probably  is  a 
stock  you  will  hear  much  about  this 
year.  ...  If  you  believe  in  real 
estate,  Penn  Central,  McCulloch  Oil 
and  General  Development  deserve 
attention.  .  .  .  The  airlines  still  are 
deflated.  .  .  .  National  Cash  Reg- 
ister (110)  is  selling  at  about  seven 
times  last  year's  cash  flow.  ...  At 
some  point  even  some  of  the  con- 
glomerates may  be  interesting,  al- 
though I  must  admit  a  continuing 
prejudice  against  this  group.  .  .  .  On 
the  other  hand,  in  my  opinion  all  of 
the  nursing  homes  and  hospital  issues 
are  much  too  high  and  should  be  sold. 

This  column  is  not  intended  to  tell 
you  to  rush  to  the  broker  and  spend 
all  your  cash  in  a  hurry;  it  is  designed 
to  encourage  you  to  begin  to  look 
for  values  on  further  weakness  be- 
tween now  and  mid-June.  It  fore- 
casts a  better  market  this  summer 
when  business  is  worse.  Inflation  may 
be  slowing  down,  but  there's  more 
of  it  to  come.  Deflationary  policies 
will  be  reversed  when  they  begin  to 
hurt  business.  Just  now  deflationary 
policies  are  hurting  the  stock  market 
— and  that  makes  them  effective  in 
taming  business.  ■ 
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if 
Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the 
relative  merits  of  a  particular  stock.  One  investor  said 
he  was  right  in  wanting  to  purchase  100  shares.  The 
other   investor,    who   already   owned    100    shares,    in- 
sisted that  he  would  sell.  Both  investors  were  so 
strong  in  their  beliefs,  they  decided  to  leave  the  judg- 
ment as  to  who  was  right  to  a  mutual  friend  of  theirs. 
This  friend  was  familiar  with  the  investment  needs  of 
each.  Being  a  wise  man,  he  conducted  an  intensive  study 
of  the  stock  by  utilizing  the  information  provided  in  his 
investment  advisory  service.  Much  to  the  surprise  of  the 
two  investors,  the  friend  decided  both  were  right! 


You  ask:  "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  subscriber  to 
THE  VALUE  LINE  INVESTMENT  SURVEY  and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  of  both  investors  were  con- 
sistent with  an  evaluation  of  the  facts  in  terms  of  their 
personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  1400  stocks- 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange.  ..plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  1400  stocks  will  be— relative 
to  all  the  others  — in  three  specific  time-periods  in  the 
future:  •  The  next  12  months  •  Three  to  five  years  •  Be- 
yond five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest). 
The  next  group  of  300  stocks  is  rated  II  (Above  average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average).  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  1400  stocks  is  for  you  personally 
and  now. 

Therefore,  if  one  investor's  major  goal  is  current  income 
and  another's  is  growth  beyond  five  years,  it  could  be 
right  for  one  stockholder  to  sell  XYZ  company  while, 
at  the  same  time,  logical  for  another  investor  to  buy  It. 
In  addition  to  the  ratings,  you  receive  full-page  reports  on 
each  stock  four  times  a  year,  or  more  often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  is  provided  so  that 


if  you  disagree  with  Value  Line's  ratings,  you  know  what 
you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
/nvesfmenf  Survey  to  the  test,  under  our  money-back 
guarantee.  If,  for  any  reason,  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167,  three  months  for  $44,  or  four  weeks 
for  $5.  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups... plus  the 
24-page  Weekly  Summary  of  Advices  &  Index  and  the  8- 
page  Selection  &  Opinion  editorial  section. .  .plus  the 
monthly  Special  Report  on  insider  transactions  and  the 
quarterly  Special  Report  on  mutual  fund  transactions  is- 
sued during  the  term  of  your  subscription. 
BONUS  'With  the  annual  or  three-month  subscription. 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  lor  The  Value  Lme 
Investment  Survey,  we  cannot  make  the  J5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4  week  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3.MONTHTRIAL-S44 
(i;  " 


13  EDITIONS) 


Send  m«  the  complete  service  for  the  term  checked  plus 
—  as  a  lK>nus— the  2. volume  Investon  Reference  Library 
consistir^g  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription, 
a  Payment  enclosed  D  Bill  me 


D 


FOUR.WEEK  TRI*L-$5 

(4  EDITIONS) 


Send  me  a  4-week  mtroduc- 
tory  subscription  to  the  full 
service  for  $5.  t  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


.AA16-31 


City. 


Z'P. 


(Subscription  ttts  are  deductit>/e  tor  mcoine  tax  purposes.  NYC.  residents, 
pfe«se  add  5%  sjfes  tax.  other  NY  State  resideryts.  add  appiicabit  sates  tax.) 

THE  VALUE  LINE 

IISVESTMEINT  SURVEY 

Publiitud  by  Arnold  BirnhuC  i  Co  ,  Inc. 
i  EAST  4401  STREET.  NEW  YORK.  N.  Y.  10017 

(Nu  j>tignmrni  ut  ihn  inrccmcnl  wii/  be  made  withoul  itjbtcribtt's  conjent.) 
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Has  the  1969  market 
trend  alreadif 
III 


WE  THINK  IT  HAS!  Our  subscribers  have  been  so 
advised.  Smart  investors  are  aware  that  the  major 
market  trend  often  strongly  influences  the  course 
of  individual  stocks. 

That's  why  INVESTO.RS  RESEARCH  believes  the 
successful  investor  must  first  try  to  determine  the 
dominant  trend  and  second  select  the  stocks  or  pro- 
gram most  likely  to  profit  from  this  trend. 
Special  $1  Offer  So  you  can  test  for  yourself  the 
value  of  such  an  approach,  INVESTORS  RESEARCH 
will  send  you  a  full  Sweek  subscription  to  the  IR 
REPORTS.  Each  issue  includes  our  copyrighted 
Primary  Trend  Index,  Weekly  Analysis  of  over  600 
stocks.  Supervised  Speculative  and  Investment  Ac- 
counts and  20  Leading  Market  Indices  —  plus  our 
bonus  guide  "A  Positive  Investment  Program". 
All  for  the  reduced  get-acquainted-price  of  only  $1. 
Mail  coupon  today! 


INVESTORS  RESEARCH  REPORTS 

Dcpt.   F3      924    Laguna   St.,   Santa    Barbara,   Calif.   93102 

Please  mail  my  S-weeti  trial  subscription  to  the  IR  REPORTS 
plus  my  bonus  A  POSITIVE  INVESTMENT  PROGRAM  guide 
I  enclose  $1.00. 


(This  offer  good  to  first-time  subscribers  only) 


Can  professional 

management  help 

make  your 

$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  E-70. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Uhinflated  Stocks 


The  Dow-Jones  industrial  stock  aver- 
age first  approached  the  900  level  in 
late  1964.  This  is  just  about  where 
it  is  today.  In  other  words,  during  a 
period  of  accelerating  inflation  the 
stock  market  has  stood  still.  Even  the 
far  more  broadly  based  S&P  500  com- 
posite average  is  only  about  10% 
higher  than  it  was  four  years  ago. 
Taking  into  consideration  that  stock 
yields  are  relatively  low,  the  average 
common  stock  has  not  kept  pace  with 
inflation.  The  investor  who  put  his 
money  in  a  savings  bank  would  have 
done  about  as  well.  Only  the  hapless 
investor  in  bonds  or  preferred  stocks 
has  fared  far,  far  worse. 

The  point  I  want  to  make  is  not 
that  stocks  are  imperfect  inflation 
hedges,  but  that  inflation  is  not  par- 
ticularly good  for  the  stock  market. 
Therefore  we  should  welcome  rather 
than  fear  present  determined  efforts 
to  slow  down  the  pace  of  inflation  to 
a  more  tolerable  rate.  The  end  result 
would  be  good  not  only  for  the  econ- 
omy but  for  the  stock  market  as  well. 

Blue-Chip  Values 

In  order  to  oftset  the  eroding  ef- 
fects of  inflation,  investors  concen- 
trated their  attention  on  companies 
which  could  grow  at  a  more  rapid 
rate  than  the  economy  as  a  whole. 
This  brought  about  the  fetish  of 
growth  stocks  which  were  in  such  de- 
mand that  their  price/earnings  ratios 
soared  to  absurdly  high  levels,  mak- 
ing investments  in  such  issues  rather 
hazardous.  By  contrast,  some  of  the 
finest  investment  stocks  with  very  re- 
spectable growth  rates  are  presently 
selling  at  prices  where  the  downside 
risk  would  seem  to  be  quite  limited. 
These  stocks  should  do  well  in  a  less 
inflationary  market  chmate. 

A  typical  example  is  Procter  ir 
Gamble,  a  sup<.r-blue  chip  which  has 
been  spurned  by  the  sophisticated, 
performance-minded  pros  as  being  too 
stodgy.  To  be  sure,  there  is  less  ro- 
mance in  the  soap  and  food  business 
than  in  computer  leasing  or  nursing- 
home  operations,  but  what  P&G  lacks 
in  glamour  it  makes  up  in  perform- 
ance with  yearly  increases  in  sales, 
profits  and  dividends.  Since  1961, 
when  the  stock  first  passed  the   100 

Mr.  Biel  is  a  partner  In  the  New  York  Sloci( 
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mark,  per-share  earnings  have  climbed 
from  $2.60  in  the  1961-62  fiscal  year 
-to  an  estimated  $4.50  for  the  current 
year  while  dividends  rose  from  $1.38 
to  $2.60  at  present.  P&G's  present 
earnings  multiple  of  18  is  historically 
low  and  most  reasonable  for  a  stock 
of  superb  quality. 

Texaco  is  another  blue  chip  which 
has  gone  nowhere  in  the  stock  market 
for  the  past  four  years  in  spite  of  an 
excellent  performance  record  of  more 
than  a  decade  of  yearly  earnings  and 
dividend  increases.  In  1964,  when 
Texaco  sold  at  the  same  price  as  now, 
the  company  earned  $4.27.  This  year 
it  should  be  close  to  $6.50  a  share  for 
a  50%  rise  in  five  years.  Not  bad  for 
a  top-rated  stock  selling  at  only  13 
times   earnings. 

Unlike  Procter  &  Gamble  and  Tex- 
aco, Crown  Zellerbach,  the  second 
largest  paper  company,  does  not  have 
a  record  of  steady  earnings  growth. 
In  fact — and  this  is  typical  for  vir- 
tually the  entire  paper  industry — this 
company  went  through  a  ten-year 
period  of  stagnating  profits  from  the 
mid-Fifties  to  the  mid-Sixties.  The 
market  performance  of  the  stock 
was  equally  unimpressive,  fluctuating 
roughly  between  $40  and  $60  for  the 
past  15  years.  The  current  price  is 
actually  below  its  1956  peak,  despite 
the  fact  that  sales  have  increased  from 
$468  million  to  $865  milUon  last  year 
and  despite  capital  investments  of 
some  $450  miflion,  or  nearly  $30  a 
share,  just  in  the  past  five  years.  This 
is  a  prime  example  that  not  aU  stocks 
are  good  inflation  hedges,  even  though 
this  is  a  very  fine  company  with  huge 
holdings  of  timberlands  whose  value 
has  undoubtedh-  increased  enormousK 
in  the  interval. 

Crown  Zellerbach's  profits  finalK 
have  broken  out  of  their  narrow  range, 
reaching  a  record  $3.83  a  share  last 
year.  A  further  gain  of  at  least  10%  is 
expected  for  1969.  This  is  a  high- 
grade  stock,  greatly  favored  by  in- 
stitutional investors  who  hold  nearh 
20%  of  the  total  capitalization,  which, 
by  the  way,  has  remained  virtual!} 
unchanged  at  15.3  million  shares  for 
a  great  many  years.  Selling  at  onl\ 
about  14  times  projected  1969  earn- 
ings, this  stock  is  a  desirable  invest- 
ment which  should  do  well  in  a  mon 
favorable  general  market  climate.  ■ 
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ro  a  man  who  hopes  to  increase  his 
let,  after- tax  results  from  investments 
ignificantly in  the  next  five  years! 


Actually,  the  idea  evolved  here  may  very  well 
your  idea.    That  is,  it  may  be  a  principle 
u  have  had  simmering  on  the  back  burner 
r  some  time. 

As  a  Forbes  reader  you  are  either  person- 
y  identified  in  using  (or  you  are  well  ac- 
ainted  with)  modem  business  management 
inciples  which  can  mark  the  difference  be- 
een  sad.  mediocre  or  good  results  in  running 
business.  Have  you  considered  that  modern 
siness  management  principles  might  also  help 
nir  financial  future  significantly  more 
.>^le  if  those  principles  are  applied  con- 
lentl)  in  managing  your  investments'" 
For  example,  think  about  your  stocks  as  you 
nsidcr  this  typical  business  management  prin- 
)le;  Re  lulls  are  accomplished  by  allocating 
sources  to  exploiting  opportunities,  not  to 
Wing  problems." 

Ponder  That  Statement 

There  is  nothing  exceptionally  profound  nor 
usual  in  that  observation.  Probably  you  ap- 
f  that  principle  as  a  way  of  life  in  appraising 
t  merits  of  a  possible  acquisition,  measuring 
6  potential  market  for  a  new  product  or  de- 
ling when  to  eliminate  a  division,  or  a  prod- 
line  that  does  not  produce  results  which 
«t  >our  predetermined  profit  requirements. 
However,  is  that  management  principle,  and 
lers.  being  applied  effectively  in  managing 
ir  personal  investments?  That  is,  do  you 
/e  a  specific  investment  plan  that  helps  you 
icentrate  resolirces  in  opportunity  stocks  and 
ninatc  problem  stocks? 

Please  Do  Not  Misunderstand 

do  not  imply  that  the  semi-psychological 
iblcpi  of  stock  selection  and  stock  elimination 

be  reduced  to  a  system.  Any  seasoned  in- 
ter who  has  ever  tried  to  make  money  in 
cks  by  a  system  would  recognize  such  an  at- 
ipt  as  nonsense.  We  are  not  talking  about 
ystem.  We  are  talking  about  applying  busi- 
s  principles  in  trying  to  reduce  risk  and  in- 
jse  net,  after-tax  results  from  investments 
locks.  Consider  these  hypothetical  examples: 


ndividiial  slocks  discussed  here  are  for  illuslra- 
purposes  only.  No  implication  is  intended 
Mansfield  Mills  Inc.  (for  its  own  account  or 

the  account  of  any  client)  did  or  did  not  buy, 
or  recommend  any  of  these  slocks. 


(a)  .Assume  $1,000  of  your  money  invested  in  Tex- 
tron stock  for  five  years.  1958  through  1962; 
then  Textron  sold  and  the  proceeds  put  into 
General  Foods  with  General  Foods  stock  then 
held  for  the  next  five  years  to  the  end  of  1967. 
//  you  did  that,  your  SI .000  would  have  grown 
to  only  $1,300. 

But,  turn  that  situation  around: 

(h)  Assume  SI. 000  in  General  Foods  stock  1958 
through  1962.  then  switched  to  Textron  which 
you  hold  to  the  end  of  1967.  In  that  event, 
your  SI. 000  grows  to  $24,200! 

Take  another  example  — 

(a)  Assume  $1,000  in  Howmet  stock  (formerly 
Howe  Sound)  1961  1964;  then  switched  to 
Chrysler  and  hold  Chrysler  to  the  end  of 
1967.     Your  S 1 .000  shrinks  to  5665. 

<h)  Reverse  the  order  of  those  investments  in  those 
two  3-year  periods  and  \oiir  $1,000  grows  to 
$37,600' 

Question.  What  are  the  principles  which  may 
help  accomplish  more  of  (b)  and  less  of  (a)? 

By  no  stretch  of  the  imagination  are  there 
principles  that  will  help  you  and  me  to  even 
remotely  approach  ail  of  Condition  (b)  and  do 
none  of  Condition  (a).  However,  several  years 
ago  we  codified  these  basic  principles  we  find 
useful  in  working  toward  that  desirable  objec- 
tive; 

( 1 )  Most  large  corporations  experience  superior 
mdividual  Growth  Phases,  but  these  may  oc- 
cur at  different  times. 

(2)  Growth  Phases  may  be  identified  in  seven 
classifications.  (Textron,  General  Foods,  How- 
met  and  Chrysler  reflect  three  of  those  classi- 
fications.! 

( 3 )  General  market  trends  may  accelerate  or  re- 
tard the  slock  of  a  corporation  in  a  Growth 
Phase,  but  corporations  in  Growth  Phases,  do 
not  depend  on  market  trends,  ihey  make  their 
own  * 

(4)  All  Growth  Phases  are  temporary!  Although 
some  Growth  Phases  last  for  years,  in  the 
slocks  the  period  of  superior  progress  often  is 
preceded  and  followed  by  long  periods  of  qui- 
escent or  negative  performance. 

Our  research  people  have  codified  some 
check  points  which  we  find  helpful  in  identify- 
ing, then  relatively  measuring  Growth  Phase 
life  spans  through  stages  of  germination,  prog- 
ress, realization   and  termination.    In  a  broad 
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way,  we  find  Growth  Phases  may  be  plotted 
approximately  as  shown  in  The  Mills  Growth 
Curve. 

If  You  Invest  $10,000  to  $500,000 

Of  course.  I  do  not  know  what  your  personal 
investment  goals  are,  but  I  do  know  they  are 
important  to  you. 

Here  at  Mansfield  Mills  Inc.  we  do  no  brok- 
erage; we  have  no  mutual  funds  to  sell;  no  sub- 
scription service  to  promote.  My  staff  and  I 
devote  our  full  attention  to  providing  private 
investment  counsel  for  people  who  have  looked 
into  our  jvogram  and  liked  what  they  saw. 

If  our  investment  principles  arc  in  line  with 
your  thinking  and  if  you  invest  $10,000  to 
$500,000  or  more  in  stocks  and  if  you  believe 
you  might  like  to  shift  investment  decision- 
making responsibility  from  your  shoulders  to 
your  personal  investment  counsel  .  .  .  request 
a  complimentary  copy  of  this  48-page  booklet, 
examine  the  facts  and  determine  by  your  own 
judgment  if  this  plan  is  for  you. 
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Investment  Adviser  since  1938. 

Clients  in  all  stales  and  abroad. 

Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave. 
P.O.  Box  351  La  Jolla,  California  92037 


Send  me  a  complimentary  copy  of  "Personal  Investment  Counsel" 

Q  I  depend  upon  investments  for  some  income 
Q  Capital  gains  are  my  main  objective 

Name 


Address. 


City_ 


_State_ 


Zip_ 


i  Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave.,  P.O.  Box  351  La  Jolla,  California  92037 
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Management  &  Research  Corp. 

808  Travis,  Houston,  Texas  77002 
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on  professional  investment 
monagement  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  oround  the  world  hove  turned  to  Roger 
E.  Speor's  D»cision  Monogement  Plan  to  direct 
their  capital  gains  progrom.  And  no  wonder  .  .  . 

With  more  then  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  p...rtfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  »lon  can  give  yoo  professional 
assistance. 

Roger  E.  Speor's  Decision  Monagement  Plan  to 
dote  has  proved  porticulorly  helpful  in  ochieving 
conservotive  capitol  growth  for  investors  with 
capital  ronging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  o  profesiioroMy-monaged  common  stock 
portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"—a  32-poge  foct-fllled  booklet  describing 
how  the  Decision  Monogement  Plan  con  help  you. 


SPEAR  &  STAfP,  INC. 
Dept.    hiF-401 
Invastmvnt  ManogBmant  Drvikton 
Bobion  Park,  Man.  02157 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Money,  The  Market  &  The  GNP 


Late  in  February,  Federal  Reserve 
Board  Chairman  William  McChesney 
Martin  reaffirmed  officially  what  FRB 
Governor  Mitchell  had  told  the  press  a 
month  earher  (Forbes,  Feb.  15)  — 
in  effect,  that  the  Fed  would  keep 
money  tight  as  long  as  necessary  to 
disinflate  the  economy  and  to  wipe 
out  inflationary  expectancies  among 
businessmen,  consumers  and  investors. 
Martin  added  some  significant  new 
details  to  Mitchell's  earlier  exposition 
of  the  Fed's  intentions,  particularly 
the  prospective  need  for  substantial 
monetary  restraint  during  this  year's 
second  half  to  offset  a  new  fiscal 
stimulus  from  U.S.  budget  trends 
after  the  midyear. 

This  underscores  a  basic  problem 
likely  to  confront  investors  during 
much  of  1969.  To  the  extent  that  the 
economy  might  continue  to  expand 
at  an  inflationary  rate  and  thus  to 
make  common  stocks  relatively  desir- 
able, monetary  restraints  will  tend  to 
reduce  the  buying  power  available 
for  use  in  the  stock  market;  on  the 
other  hand,  this  impairment  of  the 
stock  market's  technical  position  is 
not  likely  to  cease  until  a  flattening 
in  the  business  and  profits  curves  has 
presumably  dimmed  the  fundamental 
attractions  of  common  stocks. 

The  important  thing  to  realize  here 
is  that  the  stock  market  can  be  re- 
garded as  a  residual  beneficiary — or 
victim — of  shifts  in  the  relationship 
between  growth  in  the  money  supph 
and  growth  in  the  gross  national  pro- 
duct. Thus,  if  additions  to  the  money 
supply  are  greater  than  necessary  for 
adequate  financing  of  a  concurrent 
rise  in  GNP,  the  excess  can — and 
some  of  it  apparently  does — flow  into 
the  stock  market  and  implement 
a  degree  of  demand-push  inflation  in 
common  stock  prices.  But  if  the 
money-supply  increase  is  inadequate 
relative  to  GNP  growth,  no  such 
spillover  of  new  money  into  the  stock 
market  can  occur;  instead,  investors 
may  be  forced  to  sell  securities  in 
order  to  meet  business  obhgations. 

Some  economists,  including  Profes- 
sor Paul  McCracken  who  heads  the 
President's  Council  of  Economic  Ad- 
visors, are  said  to  believe  that  in- 
creases in  the  broadly  defined  money 
supply    (currency,    demand    deposits 

Mr.  SchuU  Is  a  partner  in  the  New  York 
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and  time  deposits  held  by  the  pub- 
lic) equal  to  a  little  over  40%  of 
GNP  increases  are  adequate  and  non- 
inflationary,  hence  desirable.  By  this 
yardstick,  much  of  the  stock  market's 
behavior  over  the  past  three  years 
or  so  becomes  easily  understandable. 
In  almost  every  quarter  when  the 
broad  money  supply  grew  by  con- 
siderably more  than  40%  of  the  GNP 
increase,  stock  prices  went  up. 

Less  Money  for  Stocks 

They  fell,  however,  in  almost  every 
quarter  when  the  money  supply  ex- 
pansion was  substantially  smaller 
than  40%  of  GNP  growth,  the  excep- 
tions being  the  fourth  quarter  of  1966 
when  a  credit  poficy  shift  toward 
aggressive  ease  was  foreseeable,  and 
the  second  quarter  of  1968  when  an 
abrupt  move  toward  peace  in  Viet- 
nam and  the  subsidence  of  an  acute 
gold  crisis  also  pointed  toward  relax- 
ation of  monetary  restraint.  But  in 
the  absence  of  such  easier-money 
prospects,  the  stock  market  was  ver\' 
weak  die  third  quarter  of  1966,  when 
a  $3.5-billion  quarter-to-quarter  gain 
in  the  average  broad  money  supply 
was  equal  to  only  about  27%  of  the 
quarter-to-quarter  GNP  increment;  it 
was  weak,  too,  in  the  first  quarter  of 
1968,  when  the  ratio  was  rmder  26%; 
and  the  market  was  weak  again  in  the 
quarter  just  past,  with  the  ratio  prob- 
ably nearer  20%  than  25%. 

For  the  rest  of  this  year,  the  Fed's 
disinflation  program  appears  to  in- 
volve primarily  a  sustained  effort  to 
keep  money  growth  well  below  non- 
inflationary  norms  in  relation  to  GNP 
growth:  If  the  program  is  carried  out, 
as  I  believe  it  will  be,  the  gain  in  the 
broad  money  supply  from  the  average 
for  die  fourth  quarter  of  1968  to  the 
average  for  the  fourth  quarter  of 
1969  will  be  at  most  5%,  or  some  $15 
biihon.  This  would  be  only  about  33% 
of  the  GNP  increment  implied  for 
the  same  period  by  the  Federal 
Reserve's  staff  estimate  of  a  $919- 
bilfion  GNP  average  for  the  full  year; 
it  would  be  well  under  30%  of  the 
GNP  growth  needed  to  bear  out 
other,  more  bullish  projections  en- 
visaging a  1969  GNP  of  around 
$925  billion.  Either  way,  inadequate 
money  growth  could  seriously  sap  the 
stock  market's  technical  position  dur- 
ing the  months  to  come.  ■ 
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How  do  391  other  mutual  funds 
tack  up  against  the  one  you  like? 


If  you've  had  trouble  finding  a  mutual 
fund  that  matches  your  investment  needs — 

if  you're  not  quite  sure  the  fund  you 
own  or  plan  to  buy  is  the  fund  you  really 
want — 

Take  a  look  at  Mutual  Funds  Pano- 
rama, an  information  source  for  profes- 
sionals. Until  recently,  the  average  invest- 
or couldn't  buy  it.  But  we  felt  he  needed 
Panorama  as  much  as  the  professional  did. 

There  seemed  to  be  many  people  who 
shied  away  from  mutual  funds  because 
they  found  detailed  information,  about 
many  funds,  hard  to  find  in  one  place. 
They  wanted  a  single  reference  to  yield  and 
performance,  operatingcosts,salescharges, 
income  and  capital  gains  distributions. 
They  wanted  an  easy  way  to  determine 
which  fund  had  the  features  they  were 
looking  for. 

Now  they  have  a  way — with  Pano- 
rama's conveniently  organized  listings. 

This  fact-filled  survey  is  published  by 
the  Arthur  Wiesenberger  Services  Division 
of  Nuveen  Corporation,  one  of  the  best- 
known  authorities  on  mutual  funds. 

You'll  find  it  an  easy  report  to  use. 
Twice  a  year,  you  get  a  business-like  16- 
pagesurvey  that  lists  virtually  every  mutual 
fund,  with  each  fund's  investment  policy; 
number  of  shareholders;  net  asset  value 
per  share;  number  of  issues  held.  Each  re- 
port is  updated  with  new  facts  and  figures, 
new  funds,  recent  address  changes. 

You'll  be  able  to  evaluate  sales 
charges,  12-month  performance,  income 
and  capital  gains  distributions. 

You  also  learn  what  each  fund's  total 
net  assets  are  and  what  proportion  this  is 
to  operating  costs;  offering  price;  when  div- 


idends are  paid;  minimum  amount  re- 
quired for  initial  purchase;  accumulation 
and  withdrawal  plans;  which  funds  offer 
Keogh  plans;  plus  other  meaningful  facts 
to  help  you  in  your  investment  decisions. 

In  addition  to  Panorama,  you  get  a 
directory  showing  the  addresses  of  all  pub- 
licly offered  mutual  funds  (about  500  of 
them)  so  that  you  can  write  for  a  prospec- 
tus or  other  information. 

And  you  will  receive  two  special  quar- 
terly supplements  offering  up-to-date  in- 
formation and  statistics  about  the  mutual 
funds  which  have  been  publicly  offered 
since  the  last  regular  issue. 

The  current  issue  of  Panorama — with 
facts  and  figures  up-to-date  as  of  December 
31 — has  just  been  published.  To  get  your 
copy  right  away,  mail  the  coupon  with 
your  payment  today. 


Wiesenbei^er 

MUTUAL  FUND  SERVICE 

NUVEEN  CORPORATION 

61  Broadway 

New  York,  N.Y.  10006 

G  Please  enter  a  one-year  subscription  to 

Panorama  at  $10.  This  includes  two  issues  of 

Panorama,  two  quarterly  supplements  and 

the  directory  of  fund  addresses. 

D  Payment  enclosed  D  Bill  me. 

D  Send  the  current  issue  only.  I  enclose  $5.00. 

Name^ . 


F-6 


Address- 
City 


State. 


-Zip. 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100  ^/o  °f  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF  EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


I 
I 
I 
I. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  li  CO.,  Distributor 
Members  N.Y.  Stock  Exchange 
55  Broad  St.,    New  York  10004  Dept.   F 
(212)  344-5300 

Please  send  me  the  free  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADORESS- 


_ZiP_ 
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HIGH  LEVERAGE 
SPECULATION 

John  H.  Waldock 

Member 
Ciiicago  Mercantile  Exchange 
and  Chicago  Board  of  Trade 

HAS  A  LIMITED  NUMBER  OF  OPENINGS  FOR 
PERSONALLY  CONTROLLED  ACCOUNTS. 

These  accounts  (minimum  $5,000)  will 
be  personally  directed  by  John  H. 
Waldock  in  the  trading  of  com- 
modities with  major  emphasis  on 
Pork   products. 

for  further  informofion,  confacf 

J.  H.  WALDOCK 

165  E.  Washington  Row, 
Sandusl<y,  Ohio  44870     Phone  419/626-1978 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadw  y,  N.  Y.  10005 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Will  History  Repeat  Itself? 


Thus  f.-vr  at  least,  1969  bears  a  strik- 
ing resemblance  to  1966.  Then — as 
today — a  change  in  the  nation's 
money  and  credit  background  har- 
rassed  investment  sentiment.  And  both 
periods  started  with  the  Dow-Jones 
industrial  average  around  its  all-time 
high  in  the  1000  area.  Finally,  the 
stock-price  deterioration  witnessed  in 
1966  and  since  the  year-end  is  per- 
haps more  a  reflection  of  a  withdrawal 
of  investor  buying  interest  rather  than 
the  development  of  aggressive  selling 
pressure. 

The  big  question  of  the  moment 
is  twofold:  1)  What  is  required  to 
re\i\e  the  aggressive  buying  interest 
that  has  been  so  noticeably  lacking 
thus  far  in  1969?  2)  Will  history  re- 
peat itself  via  a  third  phase  of  dis- 
illusionment, as  was  the  case  between 
July  and  October  1966?  The  fact  that 
the  answer  is  at  least  partly  dependent 
on  two  interrelated  considerations  (a 
price  which  discounts  the  unknowns 
and/or  a  stimulating  environment) 
can  be  an  oversimplification. 

Illustrative  of  the  point:  1  suspect 
that  the  immediate  news  environment 
(and  speculative  psychology)  will 
have  improved  between  the  time  this 
column  is  written  and  the  time  it 
appears  in  print,  because  the  earl\ 
Nhuch  wave  of  international  monetar\ 
"jitters"  may  be  more  fuiy  than  fact. 
In  other  words,  1  feel  that  interna- 
tional money-market  tensions  are  likeK' 
to  be  less  than  they  were  a  year  ago, 
when  the  two-price  system  for  gold 
was  established.  But  this  shortly  ex- 
pected release  from  uncertainty  leaves 
unanswered  the  fundamental  question 
ol  whether  the  adjustment  to  a  dif- 
ferent type  of  economy  than  in  1968 
can  be  accommodated  without  serious 
disturbances.  The  full  impact  of  our 
contracting  money  supply  is  still  to 
be  felt,  and  this  type  of  pattern  has 
always  spelled  a  difficult  stock-market 
environment. 

On  the  constructive  side  of  the 
ledger,  I  believe  there  will  be  man\ 
individual  areas  of  improvement,  even 
though  the  Federal  Reserve  Board's 
attempt  to  disinflate  without  deflating 
points  to  a  decline  in  aggregate  cor- 
porate earnings  in  1969.  Furthermore, 
the  professional  buyer  who  dominates 

Mr.  Lurl*  Is  a  partner  in  the  New  York  Stock 
Exchange  firm  ol  Josephlhal   &  Co. 


the  marketplace  can  find  reassurance 
in  the  fact  that  today's  restraints  will 
-make  for  a  more  stable  economy  in 
the  near  future. 

With  this  a  professionally  domi- 
nated stock  market,  it  is  interesting 
to  note  that  mutual  fund  cash  re- 
serves today  are  substantially  higher 
than  they  were  at  the  year's  end. 
Further,  it  seems  to  me  that  the  mar- 
ket's internal  health  today  is  better 
than  at  any  time  since  the  year  start- 
ed. It's  not  that  all  past  speculative 
excesses  have  been  corrected.  A  broad 
constructive  case  is  still  on  the  de- 
fensive. But  there  are  times  when  the 
general  outlook  can  best  be  defined 
in  shades  of  gray  rather  than  in  either 
jet  black  or  pure  white.  This  could  be 
one  of  those  times. 

Unexploited  Areas 

All  of  which  brings  to  mind  the 
fact  that  my  issue  selections  have, 
in  recent  months,  been  in  what  might 
be  termed  the  une-xploited  areas  of 
the  marketplace  where  the  risk-reward 
ratio  is  most  comfortable.  It's  not  that 
the  time-tested  concept  of  seeking 
special  dynamics  has  suddenly  tar- 
nished. But  a  period  of  reappraisal 
always  means  a  return  to  traditional 
investment  values.  Witness  the  fact 
that  growth  stocks  lagged  behind  the 
general  market  for  several  years  after 
1962.  The  issues  to  which  I  ha\e 
drawn  special  attention  in  recent 
columns  and  which  I  still  consider 
attractive  are  as  follows:  Alcoa,  Ameri- 
can Can,  Armco  Steel,  Goodyear  Tire, 
W.T.  Grant  and  International  Paper. 

In  connection  with  IP,  there  is  little 
(juestion  but  that  the  paper  industr\ 
has  lagged  behind  the  growth  of  the 
economy  as  a  whole  during  most  of 
the  past  few  years.  But  there  is  rea- 
son to  believe  that  the  industry  now 
has  a  new  and  better  "look. "  For  one 
thing,  with  a  smaller  number  of  manu- 
lacturers  producing  more  of  industry 
output,  price  pressures  should  be  less 
than  in  recent  years.  For  another, 
with  past  expansion  programs  com- 
pleted and  relatively  little  new  ca- 
pacity now  being  added,  a  much 
stronger  supply-demand  equation  has 
come  into  being.  Given  the  normal 
annual  increases  in  demand,  the  in- 
dustry actually  could  be  short  of  ca- 
pacity in  the  next  two  years.  ■ 
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GroNwth... 

A  Sure  Sign  of  Spring  at  Forbes 

First  T\A/o  Months 

of 

Ups  &  DoNA/ns, 

1969 

January  &  February,  1969 

vs. 

January  &  February,  1968 


Ups 


I 


Ad  Pages 
FORBES  +         40 

Time  +  8 


DoNA/ns 


Newsweek  3 

U.S.  News  —  50 

Fortune  67 

Business  Week  84 


Source:  Publishers'  Information  Bureau 
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Telegx^owtlx 

BABSONS 

NE3W  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  Investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  tolegram. 

The  annual  feeforlELEGROWTH  is$240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH. Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.F-276 

Name . , 


Street  &  No.- 


Clty- 


-State 
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WELLESLEY  HILLS.  MASS    02181 
FOUNDED  IN  1904  BY  ROGEFl  W.  BABSON 


72 


THE  FUNDS 


Does  Guy  Lombardo 
Play  Rock  'n'  Roll? 

Ix  THE  mutual  fund  industry,  the  man 
who  pays  the  piper  is  the  man  who 
buys  the  shares,  and  nobody  reahzes 
that  more  than  long-estabhshed  Wel- 
lington Management  Co.  So  Welling- 
ton has  changed  its  tune  again. 

In  years  past,  Wellington  Fund 
never  tried  to  sing  the  siren  song  of 
performance,  emphasizing  instead 
long-term,  diversified  inflation-protec- 
tion. Wellington  wholesalers  played 
the  song  so  well  that  the  fund  man- 
aged to  pile  up  assets  of  over  $2 
billion. 

Then  came  the  rage  for  perform- 
ance funds,  and  suddenly  the  piper- 
payers  started  turning  a  deaf  ear  to 
Wellington's  tune.  In  1967  and  1968, 


Bogle  of  Wellington 

redemptions  outstripped  sales. 

The  piper-payers  wanted  perform- 
ance. All  right,  said  Welhngton,  we'll 
give  you  performance.  It  ran  out  and 
married  Boston's  Ivest  Fund.  Ivest 
was  small  (with  only  $36  milHon  in 
assets)  but  it  was  hot.  To  get  it,  Wel- 
lington gave  the  Ivest  managers  40% 
voting  control  of  the  merged  com- 
pany, worth  $4.2  million. 

In  1967,  with  the  help  of  the  great 
Wellington  Fund  sales  organization, 
Ivest's  assets  rose  to  $236  million. 
By  the  end  of  1968  they  reached 
$339  million,  but  a  sour  note  had 
crept  into  the  music:  While  the  rest 
of  the  industry  had  increased  net  as- 
set value  per  share  by  18%,  Ivest  was 
actually  down  2%. 

So  Wellington  is  hoping  that  the 
perfonnance  craze  will  pass,  and  that 
the  tried-and-true  virtues  will  be  ap- 


^A^m     Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 
230ParkAve..  NYC   10017    Dept.  C 
Phone:(212)679-2700 


NAME 


ADDRESS. 


I  WARRANTS  I 

p  move  faster  and  further  than  any  other  type  of  g 

g  security — both  up  and  down.  Thus,   in  previous  g 

g  years,    General   Tire  &   Rubber  Warrants   moved  = 

g  from  4>/2  to  206  and  United  Air  Lines  Warrants  g 

g  from   AVt    to   126  amid  a   host  of  similar   ex-  g 

g  amples,   while  a   IWartin-Marietta   Warrant  skid-  g 

g  ded  from  46%   to   14  Vt   with  plenty  of  down-  g 

=  side  company.  Since  the  outstanding  leverage  of  g 

g  Warrants  is  indisputable,   and  since  the  number  g 

=  of  actively-trading  Warrants  is  growing  rapidly —  g 

1  141  currently  that  you  should  know  about — with  g 

g  more  top-flight  companies  issuing  Warrants;  AMK,  g 

g  Gulf  &  Western,   Ling-Temco,   Loew's  etc. — you  g 

H  should  know  what  Warrants  are,  which  Warranb  g 

g  trade  in  today's  market,  and  the  basic  rules  for  g 

g  recognizing  opportunities  in  Warrants  (and  dan-  g 

g  gers)    when   they   occur.  g 

j  The  R.H.M.   Warrant  &  Stock  Survey  +   Stocks  | 

=  Under   10,   Is  one  of  the  largest  and   most  re-  = 

g  spected    investment   services   covering   the   War-  g 

=  rant  field,  with  more  than  two  decades  of  ser-  = 

g  vice  to  investors  under  the  editorship  of  Sidney  g 

g  Fried,  a  name  associated  with  the  Warrants  field  g 

g  in  every  financial   center  of  the  western  world,  g 

g  Let  us  tell  you  how  our  service  approaches  devel-  g 

g  oping  opportunities   in  Warrants,   in  the  general  g 

g  stock  market,  and  in  "Stocks  Under  10".  There  = 

g  is  no  obligation,   and  there  is  no  cost  for  this  g 

g  valuable  information,  yet  it  could  mean  a  great  = 

g  deal   to  you   In   the   active   markets  ahead.   For  1 

g  your  free  copy,   send   today  to  Warrants,   Dept.  g 

i  F-403,    R.H.M.    Associates,    220    Fifth   Avenue,  g 

I  New  York,    N.Y.,    10001.  | 
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HOW  TO   BUY  &  SELL 

LOW-PRICED  STOCKS 

FOR  PROFIT 

By:  JOHN  S.  VILLELLA 
Tells  you  where  the  action  is. 
This  book  explains  in  detail  a 
logical,  to  the  point  method  of 
buying  and  selling  listed  low- 
priced  stocks.  All  the  "Ifs,  ands, 
hedges,  and  baloney"  have  been 
removed.  It  is  frank  and  to 
the  point. 

"How    To    Buy    and    Sell    Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND   S2  PER  COPY   TO: 

CENTURY  PUBLISHING  CO. 

P.O.   Box  295 

Pinellas  Park,   Florido  33565 

□  Please  send  FREE  informa- 
tion concerning  your  unique  Low- 
Price-Stock    Advisory    Service. 
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predated  again.  Listen  to  Wellington 
President  John  C.  Bogle,  who  en- 
gineered the  Ivest  deal: 

"In  this  terribly  competitive  en- 
vironment, you've  got  to  turn  in  the 
numbers,"  he  says.  'The  traditional 
strength  of  this  industr>',  however, 
should  be  long-term  management  ot 
money.  1  think  this  performance  drive 
that  takes  no  account  of  the  risks  in- 
volved has  gone  as  far  as  it's  going. " 

"Mutual  fund  investors,"  he  says, 
"should  look  for  a  manager  first.  He 
should  have  a  proven  record  of  suc- 
cess. Then,  they  should  select  the 
fund  that   best  suits  their  needs." 

To  get  back  to  the  original  meta- 
phor, one  might  say  that  Guy  Lom- 
bardo  would  do  well  to  leave  rock  'n' 
roll  to  the  Beatles. 

Some  thing  for  A /most  Everyone 

It  has  been  well  over  two  years  since 
the  Securities  &  Exchange  Commission 
recommended  mutual  fund  reform 
legislation.  Today  the  Congress  is 
still  mulling  over  what  it  should 
include.  What  was  hailed  as  poten- 
tially an  important  piece  of  consumer 
legislation  in  election  year  1968  will 
probably  turn  out  to  be  less  than 
that.  The  legislation  will  be  passed 
sometime  later  this  year,  and  in  look- 
ing at  the  bills  before  Congress, 
it  is  apparent  that  emphasis  has 
shifted.  A  year  ago,  the  cry  was  for 
protection  for  mutual  fund  share- 
holders. Now,  it  is  for  minor 
changes  and  accommodations  for 
financial  institutions.  As  one  legisla- 
tive assistant  sarcastically  put  it,  "it's 
no  longer  an  SEC  bill.  It's  in  the 
something-for-everyone  stage  now." 

Only  one  mild  bill  got  through  the 
Senate  last  year.  But  in  the  House, 
a  nearly  identical  bill  wasn't  even 
reported  out  of  committee.  Last  month 
newly  appointed  SEC  Chairman 
Hamer  H.  Budge  stated  that  he 
hoped  to  reach  agreement  soon  witii 
the  mutual  fund  industry  on  a  revised 
version  of  last  year's  bill. 

According  to  Budge,  a  major  stum- 
bling block  over  which  the  S.53-biIlion 
fund  industry  is  still  fighting  is  a 
standard  for  setting  management  fees. 
The  industry  wants  language  clearly 
spelled  out  in  the  bill  as  to  what  con- 
stitutes "reasonableness."  Otherwise  the 
funds  fear  a  rash  of  stockholder  suits. 

There  also  is  some  fighting — by  the 
larger  front-end  load  sales  organiza- 
tions— over  the  stretching  out  of  con- 
tractual plan  sales  loads.  Under  exist- 
ing plans,  half  of  the  payments  in  the 
first  year  on  a  ten-year  purchase  plan 
are  diverted  to  sales  charges.  Last 
year's  Senate  bill  attempted  to  stretch 
the  bulk  of  the  sales  load  (64%)  over 
the  first  four  years  and  forbid  it  to 
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$50,000,000 

Walt  Disney  Productions 

5%  Convertible  Subordinated  Debentures  due  March  1, 1994 

Convertible  into  Common  Stock  at  $90  per  Share 


Price  100% 

(Plus  IcctiKii  inicrcit  Irom  March  I,  l%9) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  uiideruriters,  including 
the  undersigned^  as  may  lawfully  offer  these  securities   in  such   State. 


Lehman  Brothers 

Blylh  &  Co.,  Inc.  The  First  Boston  Corporation 

Eastman  Dillon,  Union  Securities  &  Co. 


Kidder.  Peabody  &  Co. 

iDCorpofBK^ 

Drexel  Harriman  Ripley 
Glore  Forgan,  Wm.  R.  Staats  Inc. 


Goldman,  Sachs  &  Co. 
Loeb,  Rhoades  &  Co. 
Smith.  Barney  &  Co. 
NUite,  Weld  &  Co. 


Homblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  &.  Hutzler 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

Paribas  Corporation 


Dean  Witter  &  Co. 
Bache  &  Co.     Bear,  Stearns  &  Co.     A.  G.  Becker  &  Co.     Alex.  Brown  &  Sons     Dominick  &  Dominick, 

ln<x.,<..i.d  lo,«,po,.i»l  lo.,.,po,.lrt 

EquiUble  Securities,  Morton  4  Co.  Goodbody  &  Co.  Hallgarten  &  Co.  Hayden.  Stone 

I  tknr«lMl  Incorpomtrd 

E   F.  Hulton  &  Company  Inc.       W.  E.  Mutton  &  Co.       Reynolds  &  Co.       Shearson.  Hammill  &  Co. 

Walston  &  Co..  Inc.  Wceden  &  Co. 


Shields  &  Company 


G.  H.  Walker  &  Co. 

liKorpor«t«d 


LOOKING 
FOR  A  YOUNG 

NO-LOAD 
MOTUAL  FONO? 

Afuture  Fund  is  just  about 
a  year  old.  No  Sales 
charge.  100%  of  your 
money  is  invested  —  in 
securities  carefully  se- 
lected for  optimal  growth 
potential.  Send  for  free 
details  and  prospectus. 


ifii 


AFUTURE  FUND,  INC.  I 

555  City  Line  Ave.  Dept.W  ■ 

Bala-Cynwyd,  Pa.  19004     I 

(215)667-1290  I 


Name. 


Address 


T.  ROWS  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  I9sa 

A  NO-LOAD  FUND 

investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Dept.B 
Baltimore,  Md.  21201 
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This  announcement  appears  as  a  mailer  of  record  only. 


$12,500,000 


GUARDIAN  MORTGAGE  INVESTORS 


Convertible  Subordinated  Notes  due  March  15, 1984 


A  prwale  placement  oj  these  secinilies  with  institulional 
investors  bos  been  arranged  by  the  undersigned. 


Shearson,  Hammill  s  Co. 


Incorporoted 


Thti  ndvertisemeni  is  not  an  oQctiu'^.  So  ofjcring  15  made  rxcr^i  by  a  Prospectus  filed  with  the  Department  of  Laii 

of  the  State  of  New  York  and  the  liiirrau  of  Srcurttics,  Department  of  Law  and  Public  Safety  of  the  State  of 

\rw  Jersey.  Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of  Securities  of 

the  Slate  of  S'ew  Jersey  lias  passed  on  or  endorsed  the  tncnts  of  this  offering. 


^farch5. 1969 


500,000  Shares 


GUARDIAN  MORTGAGE  INVESTORS 


Shares  of  Beneficial  Interest 

(Without  Par  Value) 


Price  $25  per  Share 


Copies  0/  the  Prospectus  may  be  obtained  in  any  Stale  in  which 
this  announcement  is  circulated  only  from  such  of  the  several 

underwriloi  as  may  tnu-luHv  nlirr  these  securilirt  in  turli  Slnl< . 


BACHE  %  Co. 
DOMINICK^DOMINICK, 
HALLGARTEN  i  CO 
W.C.  LANGLEYiCO 
F.  S.  SMITHERS  i  Co. 


SHEARSON.  Hammill  £  Co. 

BEAR.  Stearns  6  Co.  curk.  dodge  %  Co. 

EQUITABLE  SECURITIES.  MORTON  i  CO. 
W.  E.  HUTTON  (  CO.  LADENBURG,  THALMANN  &  CO. 


R.  W.  PRESSPRICH  i  CO. 
TUCKER,  ANTHONY  §  R.  L  DAY 


Shields  s  COMPANY 

WALSTON  i  Co.,  INC. 


exceed  20%  in  any  single  year. 

Another  Senate  bill,  the  Mclntyre 
bill,  would  abolish  the  front-end  load 
entirely  and  do  away  with  the  fixed 
price  of  the  sales  charge,  normalh 
8.5%.  The  Mclntyre  bill  is  given  vir- 
tually no  chance  of  passage. 

Other  provisions  of  the  pro- 
posed bills  include  the  following:  1) 
The  National  Association  of  Securi- 
ties Dealers  (NASD),  the  industry's 
self-regulating  watchdog  over  broker- 
dealers,  would  regulate,  under  SEC 
supervision,  sales  charges.  2)  Banks 
would  be  allowed  to  sell  no-load 
funds.  New  York's  Citibank  is,  in 
effect,  already  doing  this.  The  securi- 
ties industry  has  challenged  the  legal- 
ity of  a  bank's  selling  mutual  funds. 
This  bill  would  end  the  argument. 
3)  Banks  and  life  insurance  compa- 
nies would  be  pennitted  to  set  up 
collective  funds  for  commingled  in- 
vestment accounts.  In  addition,  pen- 
sion funds  and  Keogh  plans  for  the 
self-employed  run  by  banks  and  in- 
surance companies  would  be  exempt 
from  jurisdiction  imder  the  federal 
securities  laws.  This  could  mean,  in 
effect,  that  banks  and  insurance  com- 
panies could  run  their  own  "mutual 
funds"  largely  outside  SEC  jurisdic- 
tion. 4)  Fund  of  Funds  type 
mutual  funds  would  be  prohibited. 
These  are  fimds  that  buy  shares  in 
other  fimds.  The  SEC  has  akeady 
banned  Bemie  Comf eld's  $l-biUion 
Investors  Overseas  Services  from  sell- 
ing in  the  U.S.  However,  it  recently 
allowed  the  First  Multifund  to  buy 
shares  in  other  mutual  funds. 

There  is  nothing  in  the  bills  about 
banning  reciprocal  business,  i.e.,  tlie 
funds'  practice  of  compensating  brok- 
erage firms  seUing  tlie  fund  shares  or 
for  providing  research.  Fund  man- 
agers do  this  by  diverting  the  broker- 
age from  the  fimd's  portfolio  business 
to  die  broker. 

Nor  do  tlie  bills  come  to  grips  with 
more  recent  problems,  such  as  full 
disclosure  regarding  letter  stock  ( stock 
that  is  hard  to  sell  because  it  is  un- 
registered with  the  SEC),  regulation 
of  hedge-type  funds,  and  a  host  of 
other  problems. 

It's  clear  tliat  the  SEC's  Hamer 
Budge  at  this  point  is  willing  to  settle 
for  less  than  half  a  loaf.  Says  he, 
"While  the  original  SEC  bill  proposed 
might  more  effectively  insure  fair 
treatment  to  investment  company 
shareholders,  I  could  gladly  accept  the 
bill  the  Senate  passed  last  year." 

Before  industry  interests  are 
through,  he  will  be  lucky  to  get  even 
that.  Meanwhile  5.5  million  mutual 
fund  shareholders  may  have  to  wait 
until  1972  for  more  meaningful  fund 
legislation.  ■ 


I 
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READERS  SAY 


iContinued  from   page  8) 

Sm:  A  poor  example  for  the  rest  of  the 
countp.  groaning  under  the  tax  loads. 

— Frank  L.  Duclos 
Shawnee  Mission,  Kan. 

iiM;  .  .  .  the  only  di.sagreement  I  have 
had  with  Fokbes  in  40  years  as  a  sub- 
scriber. 

— P.R.  B.^TES 

Bluefield,  W.  \a. 

bin:  .  .  .  Senator  Dirkson  made  the 
remark,  "One  must  eat."  It  must  be 
wonderful  to  have  a  S12,.500  appetite! 

WlLLI.AM     M.\RTI.\EK 

Avis,  Pa. 

.■>iH:  A  pay  raise  they  let  slide  through 
without  any  effort,  but  ta.\  reform,  which 
this  country  needs  worse  than  the>'  need 
a  raise,  lingers  on  and  on. 

— JoH.v  0"Meaka 
Durand,  Wis. 

SiH:  Increasing  tlie  salaries  of  politi- 
cians has  not  improved  the  quality. 

— C.E.  Cause 
Sebring,  Fla. 

SiH:  This  indignation  is  most  likely  not 
directed  at  the  pay  increase,  but  at  the 
very  poor  performance  of  the  legislative 
btKlies  in  performing  their  iluty  lor  the 
American  public.  InHation  and  taxes  are 
killing  the  miildle-income  groups. 

J.I.     RlEsLA.M) 

Monroeville,  Fa. 

Protest  from  Checkerboard  Square 

Sir:  You  really  bombed  us  when  you 
referred  to  our  beloved  Checkerboard 
Square  as  a  "vveedN  parking  lot"  (FoHUts, 
Feb.  15).  If  >our  reporter  had  actually 
looked  at  our  property,  he  would  have 
seen  the  necessary  ecjuipinent  and  mater- 
ial for  the  construction  of  a  $y-niillioii, 
15-stor>  office  building  and  a  $6-million 
research  center. 

— A.W.  MoisE 

Vice  President, 

Personnel  and 

,  Office  Administration 

Ralston  Purina  Co. 

St.  Louis,  Mo. 

The  Almighty  Dollar 

Sir:  Re  "Can  Fifty  Money  Managers 
All  Be  Wrong':*"  {  Forues,  Mar.  1 ) :  The 
insurance  industr>'  deals  in  dollars — noth- 
ing else,  so  the  objecti\e  has  always  been 
to  preserve  and  protect  dollars  at  all  costs. 
Years  ago  dollars  and  purchasing  power 
were  synonymous,  while  today  they  are 
not.  This  fact  is  of  little  concern  to  the 
traditional  and  venerable  insurance  oper- 
ator until  someone  with  modern  ideas 
of  protecting  purchasing  power  comes 
along  and  takes  over. 

— Eugene  H.  Neuschwandeh 
San  Rafael,  Calif. 


Why  the  next  90  days  may  offer  your 

LAST  BIG  CHANCE 
IN  GOLD  STOCKS 

If  you  missed  the  50%  to  100%  gains  of 

the  past  18  months,  you  may  still  have 

an  even  greater  "make-up"  opportunity. 


A  new  world  monetary  conference  now 
appears  imminent — within  the  next  90 
days,  we  predict.  Its  purpose,  as  we 
analyze  it,  must  be  a  sweepiiig  reform 
o£  the  entire  international  monetary 
system  .  .  .  including  a  radical  reuisioii 
in  the  o^icial  price  o/  gold. 

The  central  bankers  and  political  money 
men  of  the  major  nations  have  just 
about  exhausted  their  supply  of  prom- 
ises, gimmicks  and  stop-gaps  in  trying 
to  "bury"  the  intensifying  monetary 
crisis.  Consequently,  we  believe  they 
now  have  virtually  no  viable  alternative 
but  to  re-pnce  gold  on  the  basis  of  the 
realities  of  1969 — rather  than  those  of 
1934  when  the  price  of  $35  an  ounce  was 
established.  (The  idea  of  "de-monetizing" 
gold  has  to  be  looked  upon  as  pure 
hogvvash  both  within  the  context  of 
current   circumstances   and   history.) 

DON'T  EXPECT 
ANY  WARNING 

The  implications  of  tlie  foregoing  seem 
clear.  Moreover,  President  Nixon  him- 
self also  reportedly  favors  a  fundament- 
al reform  of  the  monetary  system — 
notwithstanding  what  we  consider  gross 
mis-ieadings  of  the  statements  made  by 
his   Treasury    Secretary    Kennedy. 

But  don't  expect  even  a  hint— let  alone 
a  public  announcement — of  such  a  world 
conference  (unless,  of  course,  a  new 
crisis  forces  an  emergency  meeting). 
The  very  idea  would  send  gold  quota- 
tions soaring  on  the  "free"  market  and 
this,  in  turn,  would  tempt  the  central 
bankers  of  other  nations  to  buy  gold 
from  the  U.  S.  at  the  bargain  price  be- 
fore a  new  official  rate  could  be  estab- 
lished. 

However,  while  the  behind-the-scenes 
arrangeftients  are  in  progress,  there  will 
inevitably  be  some  leaks,  and  insiders' 
purchases  of  gold  bullion  through  num- 
bered Swiss  bank  accounts  will  rise. 
Thus  the  trading  activities  and  price  of 
gold  on  European  markets  should  pro- 
vide early  straws  in  the  wind  to  be 
watched  closely.  HOLT  will  keep  its 
readers  on  top  of  all  significant  indica- 
tions. 

3 "OBSCURE " GOLDS 
NOW  RECOMMENDED 

Even  the  big-name  Gold  Stocks  that 
have     already    gone     up    sharply    could 


register  substantial  further  gains  if  the 
gold  price  rises  as  we  expect.  Take 
Homestake,  for  example.  Its  mining 
costs  run  about  $31  per  ounce  of  gold, 
which  leaves  only  a  slim  $4  margin 
with  gold  pegged  at  $35.  So  even  a 
moderate  increase  in  the  price  of  gold 
could  trigger  geometric  earnings  gains, 
and  the  stock's  price — which  has  al- 
ready nearly  doubled  since  mid-1967 — 
could  "take  off"  anew. 

UPSIDE  POTENTIAL 

However,  we  think  t/ie  greatest  oppor- 
tunities are  to  be  jound  in  the  more 
obscure  issues — some  of  which  are  still 
so  conservatively  priced  that,  given  a 
gold  price  rise,  capital  gains  of  100%  or 
tnore  in  the  directly  foreseeable  future 
seem  to  us  eminently  reasonable. 

In  a  major  Special  Study  on  Gold,  THE 
HOLT  INVESTMENT  ADVISORY  pin- 
points the  3  relatively  obscure  issues  we 
consider  most  compelling  for  the  so- 
phisticated investor  —  including  one 
GOLD  STOCK  STILL  AVAILABLE 
UNDER  $10 — and  specifically  estimates 
the  eye-popping  earnings  we  believe 
each  would  achieve  with  gold  selling 
at  $70  an  ounce.  The  special  study  also 
clearly  sets  forth  and  documents  our 
comprehensive  position  as  to  why  the 
price  of  gold  must  go  up  sharply,  and 
soon. 

SPECIAL   CAUTION 

Make  no  mistake  about  it,  the  invest- 
ment allure  of  the  Gold  Stocks  rests 
primarily  on  the  assumption  of  a  ma- 
jor increase  in  the  price  of  bullion. 
While  we  are  convinced  such  an  in- 
crease is  both  inevitable  and  imminent, 
it  should  by  no  means  be  considered  a 
sure  thing.  These  stocks  are  specula- 
tions. But  for  the  sophisticated  investor 
who  understands  and  is  ready  to  assume 
the  risks,  the  possible  rewards — particu- 
larly in  the  3  lesser-known  issues  cited 
above — could   be   breath-taking. 

You  can  receive  HOLT'S  highly  reveal- 
ing Special  Study  on  Gold  (titled  "The 
Odd  Couple") — including  the  specific 
action  recommendations — as  a  BONUS 
with  your  introductory  six-week  (three- 
issue)  Guest  Subscription  to  THE  HOLT 
INVESTMENT  ADVISORY  ...  the  truly 
professional  service  for  the  private  in- 
vestor. To  accept  this  special  (over  50",',, 
off)  introductory  offer — limited  to  new 
Guest  Subscribers  only — use  the  coupon 
below. 


THE 


M]I,5P 


INVESTMEHT  ADVISORY 


305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  me  your  complete  Special  Study  on  Gold — including  specific  action 
recommendations — as  a  BONUS  with  my  six-week  (three  issue)  Guest  Subscription 
to  THE  HOLT  INVESTMENT  ADVISORY.  My  $5  remittance  is  enclosed. 


Name- 


Address- 


City State_ 

(This  subscription  not  assignable  without  your  consent.) 


.Zip- 
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March  5, 1969 

This  announcement  is  ncilhcr  an  oMcr  lo  scM  nor  a  ioiicilalion  of  oricrs  to  buy  any  of  ihese  securities. 
The  offering  is  made  only  by  the  oil'erlng  circular. 


Bank  of  the  Commonwealth 


304,465  Units 

[jch  Unit  contiftinK  o(  onr  ihatt  ol  5.11"-  Cumuljlisr  Prrfprred  Stock  <S100  ptr  \alur  per  share) 
and  Common  Slock  Wafranlt  expiring  Mirth  29, 1974  lo  purchatr  Jl  $%i>  prr  fharr 
Iwo  thar»  of  Common  Slock  (S4.9)(3  par  vjluc  per  share). 

The  Bank  is  oftenng  lo  the  holders  of  its  Common  Stock  the  right  to  subscribe  at  $100  per  Umi  tor  the  Units  at 
(he  rale  oi  one  Unit  for  each  ten  shares  ot  Common  Stock  held  of  record  at  the  close  of  business*  on  March  J. 
1969  The  Subscription  Ofler  will  expire  at  2  00  PM  .  [astern  Standard  Time,  on  March  19,  1969  The  several 
underwriters  have  agreed,  subject  lo  certain  conditions,  to  purchase  any  unsubscribed  Uniis  .inrl  both  during 
and  alter  the  subscription  period  may  ofter  the  Units  as  set  lorth  m  the  offering  circular 


Copies  of  the  oh'ering  circular  may  be  obtained  from  such  of  the  undersigned  and  other 
securities  dealers  as  may  lawfully  ofter  these  securities  m  this  State. 


Bache  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 
Eastman  Dillon, (JnionSecurilies&Co.  CloreForgan,Win.R.Staalslnc.   Halsey,Stuart&Co.lnc. 
Hornblovver  &  Weeks-Hemphill,  Noyes  Stone  &  Webster  Securities  Corporation 


Shields  &  Company 

rncorporjird 


White,  Weld  &  Co.  Dean  Witter  &  Co. 

Intorpofiird  Inrorporalcd 

Bear,  Stearns  &  Co.         A.  C.  Becker  &  Co.         Alex.  Brown  &  Sons         Oominick&  Oominick, 

Inrorporaltd  Intorporalrd 

Francis  I.  duPont,  A.  C.  Allyn,  Inc.  Equitable  Securities,  Morton  &  Co. 

Incorporated 

Coodbody&Co.     Hayden,Stone     E.F.Hutton&  Company  Inc.     Ladenburg,Thalmann&  Co. 


John  Nuveen&Co. 

<ln(orpur4lrd< 


Shearson,  Hammil!  &  Co. 

Intorpurjlrd 


Walston&Co.,  Inc. 


T/iis  announcement  appears  as  a  matter  of  record  only. 
NEW  ISSUES  March  14,  1969 

FSN  Corporation 

(A  subsidiary  of  Four  Seasons  Equity  Corporation) 


$19,500,000 

7y2%  First  Mortgage  Notes  due  July  1,  1987 
$714,000 

6V2%  Junior  Subordinated  Convertible  Notes 

due  January  1,  1979 


The  undersigned  placed  these  Xotes  privately. 


WalstonSrCo. 


•Inc- 


Accidenf-Prone 

SiH:  You  are  more  cliaritable  to  Uiiioi. 
Oil  Co.  than  I  (Fuct  <b-  Comment,  Mar. 
15).  Let  us  say,  in  a  spirit  of  generosity, 
that  Union  is  accident-prone. 

— Kenneth  M.  Turneh 
Sacramento,  Cahf. 

Basic  Appeal 

Sn«  In  your  article  on  conglomerates 
( FonuEs,  Feb.  1.5)  you  hit  upon  the 
core  of  the  situation.  Old  managements 
have  been  so  entrenched  that  their  con- 
cern has  long  ceased  to  be  for  the  stock- 
holders. How  else  to  explain  lackluster 
earnings  in  a  booming  economy?  I  hold 
no  brief  for  conglomerates,  but  their  ap- 
peal is  so  basic. 

— Milton  J.  Tuhoff,  C.P.A. 
West  Orange,  N.J. 

Hotel  "Dead  Time" 

Sum  I  doubt  if  Preston  Robert  Tisch 
e\  er  stated  that  conventions  (  Forbes. 
Feb.  J.5)  helped  fill  the  hotel  during  the 
Sunday  through  Thursday  "dead  time." 
The  fact  is,  occupancy  in  most  hotels 
approaches  and  frecjuently  reaches  lOO'r 
mid-week  and  is  down  to  50%  on  week- 
ends. The  re\erse  is  true  at  resorts  and 
highwav -tourist-oriented  facilities. 

— J.  Frank  Bu^dsall  Jr. 

President, 

Treadway  Inns  &  Resorts 

Rochester,  N.Y. 

Reader  Birdsall  obmousitj  knows 
whereof  he  speaks  with  refiard  to  resorts 
and  highwatj  oriented  jaciUties,  but 
FoRDEs  quoted  Mr.  Tisch  correctUj — Ed. 

Cash  &  Carry 

Sm:  Tlie  free-wheeling  credit  we  have 
today  accounts  for  much  of  the  growtli 
of  the  gross  national  product.  What 
happens  when  and  if  there  is  a  curtail- 
ment of  credit?  One  of  the  basic  laws  of 
economics  is  that  an  indi\'idual  cannot 
spend  more  dran  he  takes  in  without 
going  broke.  What  is  the  diflerence  be- 
tween an  individual  and  a  nation?  The 
article  about  Mr.  Paul  C.  Cabot  in  "The 
Money  Men"  in  the  Feb.  15  issue  was 
realh  interesting.  His  words  should  be 
heeded. 

—A.N.  Wall 
Cashton,  Wis. 

Dual  Purposes 

Sue  In  my  opinion,  you  did  not  go 
into  sufficient  depth  in  your  article  cover- 
ing the  two  kinds  of  closed-end  funds 
(Forbes,  Mar.  15).  The  dual-purpose 
funds  defer  for  many  years  the  distribu- 
tion of  gains  on  their  "capital"  shares. 
The  other  type  of  funds  distribute  yearly, 
most  of  which  come  under  capital  gains 
rates.  Further,  tax  laws  could  change  and 
the  holders  of  dual-purpose  funds  may 
have  their  capital  gains  classed  as  or- 
dinary income  if  and  when  paid. 

Leo  E.  B.\shinsky 
Birmingham,  Ala. 


76 


FORBES,  APRIL  1/  1969 


Dividend  Notice 


dllegliBO) 
ludumiip 


The  Board  of  Directors  of  Allegheny 
Ludlum  Steel  Corporation  has 
declared  the  following  quarterly 
dividends,  all  payable  to  shareholders 
of  record  March  7,  1969. 


Amount:        Payable: 

Common  600  Mar.  31,  1969 

$3.00  Convertible 

Preferred  75<:  Apr.  1,  1969 

$2.70  Cumulative 

Preferred  67^2^:  Mar.  15, 1969 


Pittsburgh,  Pa. 
February  21,  1969 


Richard  C.  Rose 
Secretary 
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11  Cents  a  Share 
Payable  March  28,  1969 
Record  Date  Marcti  10.  1969 
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COLUMBIA  PICTURES 
INDUSTRIES,  INC. 

The  Board  of  Dirertors  at  a 
meeting  held  today  declared  a 
rash  dividend  of  15  cents  per 
.-hare  on  its  outstanding  Com- 
mon Stock,  payable  April  15, 
1969.  to  stockholders  of  record 
Mar.  h  20.  1969. 

S.  H.  MALAMED 
Vice  Pres.  &  Treas. 
.Veil  York,  March  4,  1969 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


Nothing  in  life  is  more  wonderful 

than    faith — the    one    great    moving 

force  which  we  can  neither  weigh  in 

the  balance  nor  test  in  the  crucible. 

— William  Osleh 


There  is  man\'  a  thing  which  the 
world  calls  disappointment,  but  there 
is  no  such  word  in  the  dictionary  of 
faith.  — John  Nkwton 


Soon  dries  the  raindrop  on  the  April 
le.jfl         — Edward  Bulwer-Lytton 


Ambition  is  the  germ  from  which 
all  growth  of  nobleness  proceeds. 

— Thomas  D.  English 


Men  are  born   to  succeed — not  to 
fail.  — Heimry  David  Thoreau 


What  we  take  for  virtue  is  often 
nothing  but  an  assemblage  of  different 
actions,  and  of  different  interests,  that 
fortune  or  our  industry  knows  how  to 
arrange.  — La  Rochefoucauld 


Honor  is  not  a  matter  of  any  man's 
calling  merely,  but  rather  of  his  own 
actions  in  it.  — John  S.  Dwicht 


Appetite,  with  an  opinion  of  at- 
taining, is  called  hope;  the  same  with- 
out such  opinion,  despair. 

— Thomas  Hobbes 


Faith  is  kept  alive  in  us,  and  gathers 
strength,  more  from  practice  than 
fiom  speculations.    — Joseph  Addison 


Life  is  not  easy  for  any  of  us.  But 
what  of  that?  We  must  have  perse- 
verance and,  above  all,  confidence  in 
ourselves.  We  must  believe  that  we 
are  gifted  for  something,  and  that  this 
thing,  at  whatever  cost,  must  be  at- 
tained. — Marie  Curie 


We  are  all  in  the  gutter,  but  some 
of  us  are  looking  at  the  stars. 

— Oscar  Wilde 


Whatever  enlarges  hope  will   also 
exalt  courage.       — Samuel  John.son 


In   doubtful   matters   courage   may 
do  much;  in  desperate,  patience. 

— Tho.mas  Fuller 


B.  C.  FORBES 

The  person  icJto  advances  is 
not  ihe  one  who  is  afraid  to  do 
too  much;  it  is  the  one  whose 
conscience  will  not  permit  him 
to  do  too  little,  the  one  tchose 
driving  desire  is  to  give  the  best 
that  is  in  him,  even  though  it 
may  seem  at  times  like  casting 
bread  upon  unreturning  waters. 


The  hope,  and  not  the  fact,  of  ad- 
vancement is  the  spur  to  industry. 

— Henry  Taylor 


Everything  that  is  done  in  the  world 
is  done  by  hope.  No  merchant  or 
tradesman  would  set  himself  to  work 
if  he  did  not  hope  to  reap  benefit 
thereb)-.  — Martin  Luther 


Whatever  necessity  lays  upon  thee, 
endure;  whate\er  she  commands,  do. 

—Goethe 


By  annihilating  the  desires,  you  an- 
nihilate the  mind.  Every  man  without 
passions  has  within  him  no  principle 
of  action,  nor  motive  to  act. 

— Claude  Helvetius 


The  fundamental  principle  of  hu- 
man action  ...  is  that  men  seek  to 
gratify  their  desires  with  the  least 
e.xertion.  — Henry  George 


Labor  is  the  divine  law  of  our  ex- 
istence; repose  is  desertion  and  sui- 
cide. — Giuseppe  NL\zzini 


Only  the  bold  get  to  the  top. 

— Publilius  Syrus 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


Man's  life  is  ruled  b\    fortune,  not 
by  wisdom.  — Cicero 


A    handful    of    patience    is    worth 
more  than  a  bushel  of  brains. 

— Dutch  Proverb 


A  Text . . . 


Sent  111  by  John  P.  Lotz, 
Chicago,  111.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  pre- 
sented to  senders  of  texts 
used. 


\ow  faith  is  the  substance  of  things 
hoped  for,  the  evidence  of  things  not 
seen.  .    — Hebrews  11:1 
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TENNECO  Cht:i;^.oML.S,.  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECO  OIL  CO.  O 
PACKAGING  CORPORATION  OF  AMERICA  :.-  KERN  COUNTY  LAND  CO.  O  J.  I.  CASE  CO.  C 
WALKER  MANUFACTURING  CO.  O  NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO.  O 


Natural  Gas  is  some 
of  our  business 

Some  IS  big  enough  to  odd  up  to  :'-,n  d  hilars  a  year.  Making  us  the  world's 

largest  in  natural  gas  pipelining.  It's ;  on  our  soles  have  passed  $2  billion  o  year. 

And  they're  still  growing.  Tenneco.  Build, ;ig  businesses  is  our  business. 


TENNECO  INC. 


jj 


When  you're  worried  about  America,  read  this:— 


IN  1914  an  American  worker  had  to  work  6  hours 
and  44  minutes  to  earn  enough  to  buy  a  shirt.  To- 
day he  earns  a  better  shirt  in  1  hour  and  49  minutes. 

In  1914  he  worked  1  hour  37  minutes  for  a  pound 
of  butter;  today,  19  minutes. 

In  1914  1  hour  14  minutes  for  a  pound  of  bacon; 
today  22  minutes. 

In  1914  12  hours  52  minutes  for  a  good  pair  of 
men's  shoes;  today  6  hours  54  minutes. 

List  everything  you  eat,  wear,  use  —  the  story  is 
much  the  same.  Better  machines  bought  with  savings, 
and  better  used,  produce  more  at  lower  cost,  and  so 
give  everyone  a  higher  standard  of  living. 

And  what  do  we  do  with  our  leisure  time?  In 
spite  of  the  filth  peddlers  we  read  more  good  books, 
attend  more  concerts  of  serious  music,  spend  more 
time  in  museums,  donate  more  time  as  well  as  money 
to  charity  and  education. 

Beatniks  and  rioters  may  get  the  headlines  (un- 
fortunately) but  the  decent  hardworking  Americans 
go  quietly  on  their  way,  making  this  country  the  envy 
of  the  world. 


Short-run  metal  fabricators  use 
this  tape  controlled  Turret 
Punch  Press,  product  of  Warner 
&  Sivasey's  Wiedemann  Division, 
to  manufacture  parts  at  production- 
line  speeds  and  costs. 


YOU   CAN   PRODUCE   IT   BETTER,   FASTER,   FOR   LESS   WITH  WARNER   &  SWASEY   MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 


(Businessmen  are  traveling  more  and  more  by  Long  Distance.) 


Take  salesmen.  They  can  cover  a  broader  market 
by  Long  Distance.  Handle  re-orders.  Service  small  ac- 
counts. And  conserve  more  time  for  business  which 
actually  requires  their  presence.   More  and  more, 
businessmen  are  using  the  phone  for  all  it's  worth.  A 
phone  is  just  a  phone  until  you  learn  how  to  use  it. 


YOUR  A 


NYWHERE  ANyHhi 
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General    Electric    74 

General    Foods    39,   64 

General     Mills     37 

General   Motors   12,  35 

General    Telephone    &    Electronics  69 

Gillette  Co 39 

Gladding    Corp 69 

Golden   State   Dairy    77 

Goodrich.    B.F 46 

Gulf   Oil    12.  4« 

Gulf    Resources    89 

Gulf    &   Western    22 

Halliburton   Co 88 

Haydcn    Stone    Inc 104 

Hcinz.     H.J 64 

Hill    &,    Wang    21 

Hilton   Hotel  Corp 80 

International  Business  Machines  88 
International   Commeixial   Bank   ..   69 

International    Nickel     88 

International  Tel.  &.  Tel.  ..  70,  100 
Investors    Overseas   Services    ..80,    102 

Irving  Trust   Co 69 

JAT    12 

Kaiser    Industries    79,   98 

Kentucky    Fried    Chicken    Corp.    ..   85 

Kimberly-Clark     39 

Kinney    National    Service    32 

Kleiner,   Bell  &.  Co 32 

Knight    Newspapers    79 

Lazard     Freres     104 

Lear    Sieglci'     70 

Lcasco    Data     100 

Lever    Brothers    36 

Lehman    Bros 104 

Ling-Tcmco-Voiight    98 

Lionel     D.    Edre    82 

Litton    Ind 98 

Loew's    Theatres     46,  80 

Manhattan   Fund   106 

Marine    Midland    69 

Mattel.    Inc 80 

McCulloch    Oil    88 

McDonald    Corp 80,  85 

McDonnell-Douglas     12 

McGraw-Hill.    Inc 76 

Meredith    Publishing    76 

Merrill    Lynch    104 

Morgan-Grampian.    Ltd 76 

Morgan   Guaranty    69 

Motorola     88 

National     Airlines     34 

National    Cash    Register    88 

National    General    Corp 16 

National   Steel    88 

Northwest    Industries    21 

Pan     American     22 

Parke-Bernet     50 

Penn     Central     88 

Penton    Publishing   Co 76 

Perfect   Film  &.  Chemical  Corp.   ..   32 

Philadelphia    Electric    Co 21 

Philco-Ford     69 

Philip    Morris    40 

Phillips  Petroleum    12 

Pillsbury   Co 37 

Pitney-Bowes    62 

Pittston    Co 88 

Porsche   12.  35.  48 

Pressman,    Frohlich    &    Frost    ...104 

Procter     &.     Gamble     9.  36.  64 

Purex    Corp 36 

Reliance   Insurance  Co 100 

Resorts    International     46 

Rheingold    Corp 40 

Rcxall  Drug  &  Chemical  Co 32 

Scientific   Resources   Corp 9,   31 

Scott    Paper    39 

Smith    Barney    (04 

Smithers    &    Co.,    F.S 104 

Singer  Co 63 

Sotheby  &  Co 50 

Standard    Kollsman    59 

Standard  Oil   (California)    77 

Standard    Oil    (New   Jersey)    12 

Studley.   Schupert    |03 

Sundstrand    Corp 59 
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We  pick  up 

where  the  hen 

leaves  off 
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or  eggs  to  reach  you  farm-fresh 

alls  for  great  speed  in  getting  them 

market.  And  this  is  where  we  come 

in.  Our  automated  equipment  can 

idle,  candle,  weigh,  sort  and 

n  eggs  at  the  rate  of  30  dozen  a 

minute. 

Hundreds  of  other  handling  sys- 
tems developed  by  FMC  Corporation 
help  keep  raw  materials  and  finished 
products  on  the  move  to  benefit 
^industry  and  you. 

For  example,  a  light  bill  may  be  a 

little  lower  because  an  FMC  conveyor 

moves  1000  tons  of  coal  several  miles 

every  hour  from  a  mine  to  a  power 

^generating  station.  Or  mail  may 

.arrive  sooner  because  our  equipment 


moves  and  sorts  mountains  of  it  in 
minutes.  Or  food  may  be  cheaper 
because  we've  automated  a  grocery 
warehouse. 

And  so  it  goes.  Every  hour  of  every 
working  day,  in  almost  every  indus- 
try you  can  think  of,  we're  putting 
ideas  to  work  with  machinery  that 
moves,  sorts  and  stacks  thousands 
of  com.modities  or  products— from 
bauxite  ore  to  beverages.  Chances 
are  good  that  FMC  has  had  a  part  in 
bringing  you  many  of  the  items  that 
are  in  your  home  right  now. 

For  more  information  about  our 
diversified  product  lines,  write  FMC 
Corporation,  Executive  Offices,  San 
Jose,  California  95106. 


"^  FIVIC  CORPORi^TION' 

Putting  ideas  to  worl(  in  Machinery  Chemicals  Defense- Fibers  &  Films 

PRINCIPAL  PRODUCTS:  AVISCO  fibers;  packaging  films;  industrial  strappings  a  BOLENS  compact  tractors  a  CHICAGO  waste  treatment  systems  D  CHIKSAN.  0-C-T,  WECO 
Oil  industry  equipment  a  FMC  food  processing  equipment;  packaging  i  converting  machinery;  systems  engineering  D  FMC  industrial  4  specialty  chemicals  D  FMC  de- 
fense materiel  □  GUNDER50N  railcars  4  marine  vessels  Q  JOHN  BEAN  agncuiiural.  automotive,  airline,  4  fire  fighting  equipment  a  LINK-BELT  power  transmission,  materials 
handling.  4  construction  equipment  a  NIAGARA  agricultural  chemicals  4  seeos  D  PEERLESS  4  COFFIN  pumps  D  SYNTRON  4  STEARNS  electromagnetic  equipment 


Chronic  slumitis  —  the  festeiji 
cancer  that  gnaws  at  the  vitals  of  America's  large  cities.  It's  a  big  problem.  A  multi-billion  dollar  pn 
lem.  No  single  person,  or  corporation,  has  the  complete  cure.  But  Crane  is  concerned  . . .  and  cona 
has  led  to  involvement.  We're  attacking  the  problem  in  the  area  we  know  best  —  the  mechanical  a 
of  new  and  rejuvenated  buildings  —  with  emphasis  on  lasting  quality  at  a  practical  price.  Stepped- 
Crane  research  has  produced  such  quality-at-practical-cost  products  as  a  pre-built  modular  bathroi 
that  installs  in  half  a  day;  unitized  apartment  kitchenettes;  miniaturized  heating  and  cooling  systei 
We're  attacking  a  part  of  a  part  of  a  very  complex  problem  with  our  own  special  brand  of  creat 
craftsmanship.  Urban  renewal  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crai 


FLUID  CONTROL/WATER  TREATMENT/AIRCRAFT  &  AEROSPACE /COMFORT  &  SANITARY  CONTROL 


CRANE 


300  PARK  AVENUE,  NEW  YORK,  N 
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Side  Lines 


Detman 


"No  Comment,  but  Don't  Quote  Me" 

The  .\bc)ve  statement  about  .suni.s  up  the  reply  Forbes  got  from 
Procter  &  Gamble  when  we  told  executives  of  the  Cincinnati  soap- 
maker  that  we  proposed  doing  a  major  article  on  them.  A  master 
at  the  art  of  .soft  .soap  in  selling  products,  P&G  is  strictly  no-soap 
when  it  comes  to  talking  about  its  corporate  affairs.  Its  executives 
rarely  talk  to  the  press  and  its  advertising  agen- 
cies and  middle-echelon  executives  are  forbidden 
to.  Even  its  high-priced  public  relations  agenc\ 
isn't  allowed  to  do  more  than  distribute  alread\ 
printed  material. 

We  did  the  story  aii\way.  Stafi  writer  Art 
Detman  Jr.  and  Researcher  Judith  Koblentz  be- 
gan looking  up  ex-P&G  executives;  there  is  no 
dearth  of  them,  as  the  story  indicates.  They 
talked  with  competitors.  With  customers.  With 
security  analysts  (whom  we  discovered  didn't 
know  much  about  this  S2.6-billion  company). 

You'll  find  the  result  on  page  36.  We  poini 
out  in  the  article  that  P&G  is  a  formidable  com- 
pany. But  we  also  discovered  that  it  has  its  weak- 
nesses and  signs  of  middle  age.  We  think  it's  a 
fair  story,  a  balanced  story,  though  we  regret  that  we  couldn't  get 
P&G's  own  point-of-view  firsthand.  Let's  put  it  this  way:  It's  a  com- 
pany's business  if  it  doesn't  want  to  talk  with  the  press,  but  it's  our 
business  to  tell  our  readers  everything  possible  about  what's  going 
on  in  big  publicK  owned  companies. 

A  Complex  Web 

Tlie  same  kind  of  editorial  curiosity  that  led  to  the  P&G  story  led 
to  the  story  about  Commonwealth  United  Corp.  It  all  started  with  a 
little  item  from  our  West  Coast  bureau  about  a  company  formerly 
called  Simasco,  now  called  Scientific  Resources,  Inc.  Someone  on  the 
staff  remembered  that  the  company  once  had  been  well  publicized 
under  yet  another  name:  Sunset  International  Petroleum.  What  was 
going  on  here?  Our  West  Coast  people  began  poring  through  prospec- 
tuses, newspaper  clips,  making  telephone  calls.  The  trail  led  to  a  new 
wildfire  conglomerate  called  Commonwealth  United  Corp.  What 
emerged  was  a  complex  web  of  mergers,  de-mergers  and  re-mergers. 
It  took  us  a  long  time  to  straighten  it  all  out,  but  the  story  on  page  31 
tells  a  good  deal  of  what's  going  on  in  some  conglomerates  today. 

Our  curiosity  also  led  us  to  the  story  on  Eastern  Air  Lines,  which 
appears  on  page  33.  Like  nearly  everyone  else  in  the  business  world, 
we  had  read  about  the  wave  of  top  executive  departures  at  East- 
ern. We  wondered,  what  gives?  Chairman  Floyd  Hall  wasn't  anxious 
to  talk  about  it.  But  Reporter  Robert  Kearns  found  that  there  were 
plenty  of  others  who  would  talk:  competitors  and  ex-executives,  cus- 
tomers and  big  stockholders.  Ask  to  comment  on  the  information 
Kearns  had  gathered,  airline  veteran  Hall  did  talk  with  us,  and  frankly. 
Although  the  story  may  not  please  him,  by  talking  with  us  he  did 
get  his  own  point  of  view  on  the  record.  And  our  readers  got  the  story. 

We  don't  say  these  things  in  a  boastful  way.  But  we  want  our 
more  than  575,000  businessmen  readers  to  know  that  we're  not  just 
sitting  around  reading  press  releases.  ■ 
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Very  interesting, 
but  does  it  match 
the  draperies? 

Only  if  you  get  the  right  designer. 

This  is  a  backbone.  And 
when  you  sit  down,  this  wiggly 
string  of  26  bones,  balancing  a 
seven-pound  head  and  supporting 
nearly  every  major  muscle  and 
vital  organ  in  your  body,  rearranges 
itself.  Bending  and  twisting, 
it  tries  to  do  its  job  and  be 
comfortable,  too. 

Your  backbone  deserves 
special  consideration  from  a  chair 
designer.  But  all  of  those  shifting 
stress  points,  varying  weight 
distribution  and  individual 
conformation  make  designing 
a  chair  for  every  back  difficult. 
We've  done  very  well  with 
the  GF  office  chair. 
Where  you  curve  out, 
the  chair  curves  out. 
Where  you  curve  in, 
the  chair  curves  in. 
It  swivels,  tilts,  turns, 
rolls  and  has  five 
comfort-control 
adjustments  to  fit  the 
chair  to  you. 
Now  about  those  draperies. 
If  you'll  just  step  this  .  .  . 

GF:  First  in  Form  and  Function 

For  up-to-date  literature  on  the 
GF  Goodform'''  chair  designs 
to  seat  a  human  being  properly, 
write  The  General  Fireproofing 
Company,  Youngstown,  Ohio 
44501 ,  or  contact  your  local 
GF  branch  office  or  dealer  listed 
in  the  Yellow  Pages. 

The  General  Fireproofing  Company 


GF  Business  Equipment 
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The  odds  were  against  it 

We've  heard  it  before.  We'll  hear  it  again. 
That's  what  they  always  say  about  freak  accidents 
that  swallow  American  Corporations:  "The  odds 
were  against  it."  And  they're  usually  right. 

But  being  right  doesn't  pay  for  the 
catastrophe. 

That's  what  CNA  excess  coverages 
are  for— property  and  casualty 
protection  that  starts  where  primary 
coverages  stop.  High  limit  protection 
against  the  monster  that  can  finish  you. 

CNA  is  uniquely  willing  to  write  such  coverage. 
Because  we're  good  at  it. 

We've  been  in  this  business  a  long  time. 
We  can  recognize  an  unusual  risk.  Analyze 
it.  And  rate  it.  All  with  remarkable  skill. 

We've  had  experience  writing  both 
business  umbrella  policies,  and  huge 
excess  manuscript  policies  unique  to  a  specific 
corporation's  needs. 

a  *'C/\/A  insurance  service 

CEPT  I9WZ  •  310  S  MICHIGAN  AVE  •  CH'CAGO  ILL  60604  •  CONTINENTAL  CASUALTY  CO. 
AMERICAN  CASUALTY  COMPANY  >  KATiQNAt  FIRE  INSURANCE  COMPANY  OF  HARTFOHO 
TROiSCONTTNENTAL  rNS'jRANCE  COMPANY  •  TRANSPORTATION  INSURANCE  COMPANY 
VALLEY  FORGE  INSURANCE  COMPANY  •  VALLEY  FORGE  LIFE  INSURANCE  CO  •  CNA 
•WESTOH  SERVICES.  IMCOHTOHAIEO  >CA'A  ««7iVC//7i  CORPORRTION 


We're  large  enough  to  handle  almost  any  need.  Anytime. 

But  it  takes  more  than  brains  and  money  to  write 
excess  coverage.  It  takes  nerve.  And  CNA  has  it. 

You  can  see  it  in  all  our  insurance  systems. 
It's  just  more  obvious  in  excess  coverage. 

Most  of  our  systems  are  designed  to  lower 

your  cost  of  doing  business. 

Excess  coverage  is  designed 

to  keep  you  in  business. 

Against  all  the  odds. 

Contact  your  agent. 
Or  write  to  us. 


Ordeir  your 

FREE 

t969  office 

investment  file 


Stenocord's  analysis  of  your 

corresporidence  expenses  and 
money  saving  potential  will  be 
mailed  to  you  free.  Complete 
and  return  this  questionnaire. 


Items  originated  in  your  office: 
D  letters  D  memos  D  reports 
n  inventories  D  special  forms 
D  rough  drafts  D  audits 
D  appraisals  D  speeches 
D  telegrams  D  interviews 
D  field  directives 
D  medical  reports 
D  legal  briefs  D  others 
Estimate  total  average  number 
of  letters,  reports,  etc.,  your 
office  sends  in  a  week: 


Estimate  total  number  typed  lines 
averaged  in  your  office  each  week: 


Method  used  to  handle  above  by 
percent: 

%  longhand 

%  shorthand 

%  dictation  units 

If  dictation  units  are  used, 

indicate  type 

number  of  units. 

You  have 


_,age 

dictators  and 


transcribers. 


Send  this  complete  questionnaire 
and  coupon  to:  F469 

Stenocord  Dictation  Systems 
3755  Beverly  Boulevard 
Los  Angeles,  California  90004 

NAME 


COMPANY 


ADDRESS 


CITY 


STATE 


ZIP 


L 

12 


stGnocord 

"Pioneer  In  Magnetic  Belt  Dictation  Syste; 
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Trends 

&  Tangents 


FOREIGN 


Oil  for  Sale 

One  of  the  topics  discussed  in 
Washington  last  month  by  Presi- 
dent Nixon  and  Canada's  Prime 
Minister  Elliott  Trudeau  was  Ca- 
nadian oil.  The  Canada-U.S.  agree- 
ment allows  Canada  to  export  306,- 
000  barrels  a  day  to  the  lush  U.S. 
market  this  year  although  actual 
flow  has  been  exceeding  that  slight- 
ly. Canadian  hopes  of  getting  the 
quota  raised  have  been  doubtful 
since  the  Alaskan  oil  discovery,  but 
Trudeau  was  obliged  to  bargain 
for  Canadian  oil  anyway.  Actually, 
Trudeau  was  working  for  U.S.  oil 
interests — some  75%  of  the  com- 
panies producing  oil  in  Canada  are 
subsidiaries  of  U.S.  oil  companies, 
like  Gulf,  Jersey  Standard  and 
Phillips.  And  any  changes  in  Cana- 
dian quotas  are  going  to  show  up 
as  U.S.  dollars  in  U.S.  corporate 
reports. 

Keeping  Lean 

Both  Japanese  and  American 
businessmen  were  suprised  when 
the  Japanese  Fair  Trade  Commis- 
sion turned  down  a  merger  pro- 
posal by  the  country's  two  largest 
steel  companies — Fuji  Iron  and 
Steel  and  Yawata  Iron  and  Steel. 
For  one  thing,  the  commission  had 
indicated  forthcoming  approval 
when  a  preliminary  application 
was  submitted  last  summer.  Ordin- 
arily, the  Japanese  government  has 
actively  encouraged  mergers  of  big 
companies  so  that  Japanese  firms 
can  compete  in  the  world  market. 
But  the  Japanese  "FTC"  says  it's 
worried  that  if  some  firms  get  ex- 
cessive market  power,  their  econ- 
omy will  lose  some  of  its  bounce. 
However,  a  new  effort  is  being 
made  to  get  the  merger  approved. 

Customers  Count 

Yugoslavia's  airline,  JAT,  evi- 
dently believes  thai  there  are  some 
circumstances  when  ideology  comes 
in  second.  Noting  that  most  of  its 
pas.sengers  were  western  travelers, 
JAT  ordered  seven  McDonnell- 
j^ouglas  DC-9,  .30  jets  despite  pres- 
sure from  Moscow  and  Belgrade  to 
favor  Russian  craft.  But  the  deal 
W.T?  nlsn  su  retened  by  McDonnell- 
>ited  willingness  to 
"    .  lillion  credit. 


And  Then  there  Was  One 

With  Detroit  trying  to  defend 
itself  against  European  and  Japa- 
nese imports  by  its  forthcoming 
new  lines  of  compact  cars,  the 
biggest  shipper  of  foreign  cars  to 
the  U.S. — Volkswagen  of  Germany 
— is  defending  itself  at  home 
against  American  competition  (from 
Ford  and  General  Motors)  through 
merger.  The  latest  VW  acquisition 
"is  NSU,  a  ^ISO-million  producer 
of  cars  and  motorcycles.  Since  VW 
already  has  ties  with  Daimler-Benz 
and  Porsche,  the  only  fully  inde- 
pendent German  car  maker  left  is 
Bavarian  Motors  Works,  better 
known  as  BMW  (see  p.  35). 

One  Good  Thing  .  .  . 

Bombardier  Ltee.,  the  Quebec 
company  that  takes  credit  for  de- 
veloping and  marketing  the  snow- 
mobile, is  test-marketing  a  sister 
vehicle  for  summer  sales,  the  Sea- 
Doo.  Just  as  its  Ski-Doo  snowmo- 
bile motorized  snow  skis,  the  Sea- 
Doo  is  trying  to  cash  in  on  the 
personal  water  sport — skiing.  The 
snowmobile-shaped  vehicle  skims 
across  the  water,  and  is  smaller  and 
more  "personalized"  than  an  ordi- 
nary small  boat.  Bombardier  has 
{Continued  on  page  16) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L. 
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®  1969.  General  Telephone  A  Electronics.  730  Third  Ave.,  N.Y.,  N.Y.  10017 


General  Telephone  & 

Who? 


Our  name  is  General  Telephone  &  Electronics. 

But  it  seems  that  every  time  someone  says  Gen- 
eral Telephone  &  Electronics,  someone  else  says 
General  Telephone  &  Who? 

This  bothers  us. 

How  would  you  feel  if  everybody  said  to  you,  Har- 
vey Who?  Or,  Sally  Who?  Or  Whatever-Your-Name- 
IsWho? 

That's  how  we  feel. 

And  we  don't  know  if  it's  our  name  or  what? 

Maybe  there  are  too  many  Generals  around. 

Or  maybe  everyone  thinks  if  you're  a  telephone 
company,  you  can't  be  any  other  kind  of  company. 

Well,  we  are  the  2nd  largest  phone  company  in 
America. 

But  we're  also  &  Electronics. 

And  &  Electronics  is  more  than  just  telephones. 

It's  companies  like  Sylvania  who  are  too  busy 
making  color  television  sets  and  flashcubes  to 
worry  about  wrong  numbers. 

All  told,  we're  more  than  60  companies  who 
make  about  20,000  different  products. 

We're  telling  you  all  this  for  a  reason. 

If  you  buy  one  of  our  products  and  like  it,  you 
might  like  to  buy  something  else  of  ours. 

The  only  way  to  know  if  it's  ours,  is  to  remember 
ourfull  name. 

And  not  to  forget  who  Who?  is. 

General  Telephone  &  Electronics 
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management  huddle: 
the  goal  is  growth 
at  Cities  Service^^ 


We  diversify  and  grow  in  logically  related  fields:  in  oil,  fertilizers,  agricultural  and  industrial 
chemicals,  petrochemicals  and  plastics,  copper  and  copper  products,  gas  transmission  and 
helium. 

So  our  first-team  managers  talk  the  same  language— the  language  of  energy  and  chemicals. 
When  they  huddle  on  a  new  idea  or  opportunity,  the  results  are  likely  to  be  as  exciting  and 
successful  as  a  third-down  play  in  the  Super  Bowl. 

Our  top  managers  are  continually  moving  us  into  new  product  areas.  And  they've  nearly 
doubled  our  earnings  in  the  past  six  years. 

The  name  of  our  winning  game?  Planned  diversification. 

CITIES  SERVICE  COMPANY 

Energy    C^^l    Chemicals 
A  NATURAL  RESOURCE  COMPANY 


CITIES  SERVICE  OIL  COMPANY  •  CITIES  SERVICE  ^A~, 


^i..Mi>\r;Y  •  .^tiLUMBIAN  CARBON  COMPANY  •  TENNESSEE  CORPORATION  •  CITIES  SERVICE  TANKERS  CORPORATION 


CITIES  SERVICE  CRYOGENICS,   INC.   •  CITIES  SERVICE  INTERNATIONAL.   INC.  •   CITIES   SERVICE   RESEARCH  AND   DEVELOPMENT  COMPANY  •   SIXTY  WALL  TOWER.  INC. 

^''  FORBES,  APRIL  15,  1969 


RCA!s  Paperpotamus 

vs. 
Wall  Street's  PaperTiger. 


The  RCA  Spectra  70  Computer  is  a  rare  breed.  It  eats  paperwork.  Ask  Goodbody  &  Co. 


You  know  what  the 
Paper  Tiger  is. 

It's  the  ferocious  man-hour  eater  that's 
stalking  Wall  Street. 

And  made  Wednesdays  run  away  and  hide. 
But  now  there's  the  Paperpotamus  to  fight 
the  Paper  Tiger. 

A  benevolent  beast  that  has  a  ravenous 
appetite  for  paper. 
It's  an  RCA  Spectra  70  Computer. 
(It  may  not  lick  the  Tiger  completely, 
but  it's  sure  going  to  try.) 
At  Goodbody  &  Co.,  the  Paperpotamus 
automatically  sends  a  buy  or  sell  order 
directly  from  any  of  its  offices  to  the  ap- 
propriate broker  on  the  floor  of  the 
exchange. 

In  as  little  as  2  seconds. 
Which  is  about  150  times  faster  than 
before. 

That's  how  Goodbody  can  match-up 
customer  orders  a  lot  faster  and  still 
eliminate  thousands  of  manual  steps  on 
a  busy  day. 

And  practically  do  away  with  the  clerical 
errors  that  could  happen  during  match- 
up and  notification.  A  problem  the 
whole  industry  faces  during  high  volume 
periods. 

The  Paperpotamus  is  also  trained  to  do 
a  lot  of  the  bookkeeping  and  billing 
chores  that  used  to  take  a  lot  of  paper. 
(That's  because  the  Paperpotamus  was 
programmed  by  RCA  people. 
Right  on  Wall  Street. 
In  our  own  Computer  Center. 
Where  they  not  only  know  all  about 
computers,  they  also  speak  the 
special  language  of  Wall  Street.) 


J 


r* 


At  the  moment,  only  Goodbody  has 

the  Paperpotamus.  Soon  lots  of  other 

bodies  will. 

If  everybody  had  a  Paperpotamus,  maybe 

Wall  Street  could  turn  the  Great  Paper 

Tiger  into  a  nice  little  pussycat. 

The  last  time  we  took  stock.  Spectra  70 

computers  were  working  in  a  lot  of 

different  markets. 

There's  a  Tutor  Computer  teaching  6,000 

kids  in  New  York  City. 

An  Electronic  Stool  Pigeon  in 

Cincinnati  squealing  on  all  kinds  of 

crooks  to  the  cops. 

A  Comptroller  Computer  doing 

some  financial  figuring  for  10  major  oil 

companies. 

If  you'd  like  to  know  us  better, 

put  in  a  call  or  invest  in  a  stamp. 

Address:  RCA,  30  Rockefeller  Plaza 

Dept.  119,  New  York,  New  York  10020 


RCil 


^ 
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Varo:  Part  of  the  office  equipment  picture. 


Today  there  arc  200  million 
people  ill  the  United  States. 
By  the  lime  our  children  are 
approaching  fifty,  the  population 
will  approach  or  pass  500  million 
while  the  work  week  drops  to  four  or 
even  three  days. 

How  will  the  business  community  meet  the 
demands  of  a  populace  more  than  twice  as 
large  as  ours  in  even  less  time  than  we  have? 

By  the  increased  use  of  computers,  and  the 
development  of  newer,  faster  business  ma- 
chines. 

Chances  are  machines  like  office  copiers  will 
not  only  be  self-loading,  but  be  able  to  collate 
and  bind  all  material  they  print.  If  necessary, 


these  machines  could  work 
all  day  and  night  unattended. 
'    As  a  producer  of  lens  systems 
for  office  copiers,  we  are  already 
deeply  involved  in  this  gigantic 
industry.  And  because  of  our  reputa- 
tion for  design  and  manufacturing  capability, 
our  involvement  with  the  future  of  this  indus- 
try will  continue  its  rapid  growth. 

This  company  growth  is  reflected  in  all  of 
the  product  lines  throughout  Varo.  For  a  de- 
tailed picture  of  where  the  company  has  gone 
and  what  it  has  done  since  its  inception  in 
1946,  write  for  our  annual  report.  Address 
your  request  to  Public  Relations,  Depart- 
ment F-5. 


G 


VARO 


Varo, Inc., Executive  Office,Garland  Bank  &Trust  BIdg.,  P.O.  Box  4 1 1 ,  Garland,  Texas  75040 


Doing  a  day's  work 
for  a  day's  pay 
may  be  out  of  style 
in  some  places 

but  not  in  Kentuelty 


t:   ibci'i'  '  Kentucky's  Climate 

"  call  or  wirte  Paul  Grubbs, 

"     Department   of   Commerce, 

Fr..r,Kiri,   hanluckv,    F^l"-  Phone 

(502)  564-4270. 


lOUIE    B     NUNN 


Trends 

&  Tangents 


{Continued  from  page  12) 
done  well  with  Ski-Doo — sales  of 
about  $100  million  for  fiscal  1968, 
representing  about  half  of  North 
American  snowmobile  sales.  But 
Ski-Doo  created  a  market;  Sea- 
Doo  will  have  to  break  into  a 
market  that's  already  crowded. 


WASHINGTON 


Environmental  Power 

Electric  power  reliabilit>'  bills, 
which  got  nowhere  in  Congress 
last  year,  have  been  reintroduced 
in  this  session.  But  barring  a  major 
power  failure  to  spur  Congressional 
action,  fate  of  the  bills  is  question- 
able. However,  one  feature  of  the 
Senate  bill,  introduced  by  Senator 
Edward  M.  Kennedy  (D.,  Mass.), 
inight  be  split  out  and  made  law 
on  its  own.  This  bill  would  set  up 
a  five-man  National  Council  on  the 
En\ironment  to  be  appointed  by 
the  President.  The  council  of  ex- 
perts on  conservation,  land-use 
planning  and  esthetics  would  re- 
view every  application  for  a  license 
to  build  an  electric  power  plant. 
Concern  over  the  environment, 
froin  polluted  air  to  oily  beaches, 
has  now  become  a  leading  issue. 


BUSINESS 


A  Piece  of  the  Action 

Sports  standouts  like  baseball 
Hall  of  Fainer  Ted  Williams  and 
Creen  Bay  Packer  general  man- 
ager \'ince  Loinbardi  are  being 
lured  to  new  coaching  and  inan- 
aging  jobs  by  getting  a  cut  in  the 
equity.  So  it  was  only  a  matter  of 
time  before  sports  stars — who  tra- 
ditionally make  more  money  than 
tlieir  managers  and  coaches — be- 
gan to  demand  the  same.  It  has  al- 
ready happened  to  National  General 
Corp.  President  Eugene  \'.  Klein 
(Forbes,  Not;.  15,  1968),  who  is 
also  the  principal  owner  of  the  San 
Diego  Chargers  American  Football 
League  club.  Klein  has  had  a 
major  row  with  star  Charger  quar- 
terback John  Hadl — over  whether 
the  club  will  lend  Hadl  $250,000 
"for  investment  use." 

A  Time  for  Cheering 

It   has   been   a   long   time  since 
Chairman  Louis  Stein  of  Food  Fair 
(Continued  on  page  21) 
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1967 


1966 


1965 


Successful  People  United  For  Greater  Growth 


In  the  past  four  years,  USI  has  brought  together 
successful  people  and  companies  which  have  been 
achieving  a  20'^>  average  annual  internal  growth. 
In  1968,  USI's  sales  were  $600  million  generating 
earnings  of  $33  million — equal  to  $2.17  per  share 
after  all  securities  are  converted. 


We  are  in  six  markets:  apparel  and  accessories, 
industrial  systems  and  components,  building  mater- 
ials and  construction,  furnishings,  other  consumer 
durables,  and  services. 

For  our  new  growth  plans,  write  for  our  new 
Annual  Report. 


U.S.  Industries,  Inc.  250  Park  Avenue  New  York,  New  York  10017 
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the  same  day  sounds  like  late  servic 

"How  do  we  do  It  '  "Every  one  of  those  434  numbers  up  there  is 

"By  mamtaininy  a  force  of  2400  men  to  service  Pitney-Bowes  service  phone  number.  And.  no 

our  business  machines  And  by  keeping  those  matter  where  you  are.  one  of  those  phones  rings  i 

2400  men  literally  all  over  the  map.  a  place  that  s  within  hours,  (or,  more  often, 

minutes)  of  you. 

"What  kind  of  man  will  those  phone  numbers 
bring  you'?*  Even  if  he  s  one  of  our  newest, 
youngest  ones,  he's  a  man  who  had  to  pass  a 
battery  of  tests  before  we'd  let  him  work  for  us. 
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ock,  not  the  date.  In  fact,  to  arrive 


>  us. 


5J 


Frank  J.  Liberty,  Vice  President  for  Service 


nd  go  through  a  lot  of  training  before  we'd  let 
im  work  for  you   A  man  who'll  come  back  for 
dditional  framing  every  time  we  prepare  to 
itroduce  a  new  machine.  A  man  who's  likely  to 
e  with  us  for  a  long,  long  time. 

■  The  average  man  in  our  service  corps  has 
(en  with  us  for  17  years." 


^  Pitney  Bowies 

"  Addresser-Printers,  Collators,  Copiers,  Scales, 
Counters  &  Imprinters,  Folders,  Inserters, 
MailOpeners,  Postage  Meters. 

For  information,  write  Pitney-Bowes.  Inc  ,  1745  Pacific  Street, 
Stamford,  Conn   06904 
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1895 

Michelin  invented 

the  1st  pneumatic  tire 

for  automobiles. 

Today,  the  Michelin  X^^^Radial 

(the  REAL  Radial  tire) 

is  specially  designed 

for  the  American  car! 

Michelin  X®— the  steel-cord  belted  Radial  tire— gives  you  all  these 
high-performance  features:  shock-cushioning  abilities,  Ifull  grip  in  all 
weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that  of 
regular  bias-ply  tires).  Plus  gasoline  economy  (up  to  10%). 


// 


Ask  your  Micht-,,      ;  u..  •  iraler  (you'll  find  him  in  tiie  yellow  pages)  or  write  to: 
MICHELIN  TIRE  CORPORATION.  2500  Maicus  Avenue.  Lake  Success.  New  York  11040 


SP-2ie9U.S.A. 
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Trends 

d.  Tangents 

(Continued  from  page  16) 
Stores  had  any  results  worth  boast- 
ing about,  but  last  month  he  did:  "I 
expect  an  increase  comfortablv  bet- 
ter than  10"  in  sales  and  earnings" 
for  the  fiscal  year  ending  late  tliis 
month,  he  said.  That  will  put  Food 
Fair  close  to  its  earnings  record  set 
back  in  1960,  when  it  had  little 
more  than  half  of  today's  sales. 
Much  of  the  improvement  came 
from  closing  older  outlets  located  in 
what  are  now  urban  slums. 

The  Hard  Way 

"I've  always  enjoyed  doing  things 
people  said  were  impossible, "  sa\s 
Robert  A.  Maheu,  the  burly  e.\- 
FBI  man  who  acts  as  Las  Vegas 
front  man  for  the  elusive  Howard 
Hughes.  Maheu  should  be  feeling 
pretty  happy  these  da\s:  Recently 
he  persuaded  the  Justice  Depart- 
ment to  okay  Hughes'  acquisition 
of  a  sixth  Las  Vegas  hotel,  the 
Landmark,  even  though  only  a  few 
months  earlier  the  antitrusters  had 
objected  to  Hughes'  acquisition  of 
the  Stardust  Hotel.  Next  job:  to 
persuade  the  Civil  Aeronautics 
Board  that  Hughes  should  be 
allowed  to  retain  control  of  Air 
West,  a  West  Coast  feeder  line, 
despite  Hughes'  interests  in  avia- 
tion manufacturing. 

Development  Ploy 

In  the  entire  electric  utility  in- 
dustry, only  Philadelphia  Electric 
Co.  has  changed  its  bylaws  so  that 
it  c-ould  diversify  itself  into  a  multi- 
company  as,  for  example.  North- 
west Industries  has  done  from  a 
railroad  base.  Is  Pliiladelphia  Elec- 
tric preparing  to  diversify  widely? 
"No, "  answers  President  Robert  F. 
Gilkeson.  'That  was  just  to  allow 
us  to  acquire  real  estate  not  di- 
rectly concerned  with  our  opera- 
tions. This  would  help  us  in  at- 
tracting new  business." 

Black  in  Paperback 

Negro  themes  and  authors  are 
adding  new  sales  to  the  paperback- 
book  publishing  business.  One 
publisher,  Hill  &  Wang,  says  its 
40!^  increase  in  sales  in  1968  was 
due  to  the  influence  of  Negro 
writing.  And  Dell  says  1969  may 
be  even  a  better  black  year:  The 
paperback  of  Eldridge  Cleaver's 
Soul  on  Ice,  published  in  January, 
is  now  in  its  third  printing.  ■ 
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Divorce 
Panasonic  S^e 


why  should  you  be  stuck  with  a 
whole  clock-radio  in  situations  where 
you  just  want  one  or  the  other? 

You  shouldn't. 

The  Panasonic  Trafford  ( Model 
RC-7878)  Clock-Radio  makes  it  easy 
to  divorce  the  radio  from  the  clock,  or 
vice  versa,  depending  on  your  fancy. 

The  superb-sounding  portable 
FM/ AM  radio  goes  its  w.ay,  and  the 
clock  goes  its  way.  A  clean  split 
because  each  has  its  own  battery. 


Want  the  clock  and  radio  to  stay 
married?  No  problem.  Hooked  together 
( no  wires),  the  clock   / 
can  operate  the  radio/ 
as  if  the  pair  had        / 
never  been  parted. 

And  the  two  fold  together  to  make 
a  traveling  unit  that  weighs  less  than  two 
pounds  and  measures  just  2y8"  x  AVs". 

Stop  by  any  dealer  we  permit  to 
carry  the  Panasonic  line  and  marry 
a  Trafford  PANASONIC. 


200  PARKAVENUe  NEW  YORK  10017 


For  your  nearest  Panasonic  dealer,  call  (800)  243-0355  Jn  Conn. ,853-3600.  We  pay  for  the  call. 


Fiberglass 


HATTERAS 


A  Hatteras  Yacht  is  easy  to  main- 
tain. There  are  no  loose  fasten- 
ings, rust,  dry-rot,  marine-borers, 
caulking,  sanding;  and  you  never 
have  to  paint  for  protection. 
Write  for  the  name  of  nearest 
dealer.  For  portfolio  of  color 
literature,  enclose  $1.00.  Send  to 
2359  Kivett  Drive,  High  Point, 
N.  C.  27261 


^1* 


HatterasYacht  Division 

North  American  Rockwell 


k YOUNG  RADIATOR  COMPANY 

'General   Offices:    Racine,   Wisconsin   53403 

Radiators  ■  Heat  Exchangeri  -  Oil  Coolers  ■  Unit  Heaters    ' 
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.■ETEKs  1968  tonual  Report  Shows  the 
r»"  .oets  of  .ts  Mvanee^  Technolog, 


Sophisticated  design  and  fabrication 
for  the  demanding  aerospace  and 
oceanographic  markets — 

Advanced  instrumentation  systems 
for  the  growing  chemicaJ  processing 
industries — 

Materials  technology  that  has  substi- 
tuted plasties  for  metals  in  many  key 
industrial  uses — 


Problem-solving  systems  to  auto- 
mate the  packaging  industry — 

Many  markets  depend  on  AMETEK 
for  engineered  equipment  systems 
and  components.  This  investment  in 
technology  has  paid  increasing  divi- 
dends for  both  the  company  and  its 
stockholders.  We'd  like  to  fill  you  in 
on  the  AMETEK  story.  For  our  1968 
Annual  Report,  write  to: 

AMETEK 

Operations  Headquarters 

Dept.  A-4,  Station  Square  Two 

Paoli,  Pennsylvania  19301 


CONVENIENT  SUBSCRIPTION  ORDER  FORM 

Make  sure  you  get  FORBES  the  same  day  others  do— sub- 
scribe TODAY.  Save  $6.45  per  year  on  the  single-copy  price. 

Forbes,  60  Fifth  Avenue,  New  York,  N.Y.  10011    F-3833 

Please  send  me  Forbe.s  for  the  period  checked: 

D  1  Year  $8.50  \J  3  Years  $17.00 

n  Enclosed  is  remittance  of  $ □  /  will  pay  when  billed 

n  A'f'  D  RenewaliAtUchLahel) 

Name   

^fLKASE  print) 

Address  


SingI*  copy  60c 


City 


State Zip  Code 

Pan  American  and  Foreign  S4  a  year  additibnal 


READERS  SAY 


Great  Going 

Sir:  Thank  you  for  your  highly  in- 
formative article  (Forbes,  Mar.  15) 
about  Pan  Am,  which  really  could  make 
the  going  great.  Imagine  a  big  new  Boe- 
ing 747,  witla  no  windows  but  a  lot  of 
roulette  tables  and  stewardesses  with 
dark  glasses  and  shoulder  holsters  passing 
out  chips  along  with  the  drinks.  Who 
would  care  where  the  plane  landed? 

GeOROE    FnOEHLICII 

Milwaukee,  Wis. 

Snx:  In  reference  to  the  profit  po- 
tential stated  by  Mr.  Manly:  Unless  my 
arithmetic  is  wrong,  Mr.  Manly  has  over- 
stated to  the  tune  of  900.000  shares  of 
Pan  Am  that  will  cost  C36  million  if 
the  oi^tion  is  exercised  with  Gulf  & 
Western,  therefore  reducing  net  cash  to 
$119  million  rather  than  $155  million 
as  stated. 

— J.M.    Kettler 
Baton  Rouge,  La. 

Reader  Kettler  is  right — Ed. 

Conventional  Communication 

Sra:  The  article  concerning  conven- 
tions in  your  Feb.  15  issue  was  especially 
interesting  and  accurate.  I  believe  it  is 
the  first  recap  of  the  convention  industry 
ever  published  in  a  national  magazine. 
Conventions  bring  people  together;  and 
through  this  communication,  we  have 
thrived  as  a  nation  and  have  understood 
each  other  better  in  many  ways.  We  feel 
the  convention  will  serve  as  a  similar  in- 
strument in  bringing  the  people  of  the 
world  together  one  day  on  a  more  real- 
istic basis. 

— SiG  S.  Front 

Vice  President,  Sales, 

Hotel  Sahara 

Las  Vegas,  Nev. 

Built-in  Obsolescence 

Sir:  You  neglected  to  point  out  in 
your  story  about  toys  (  Forbes,  Mar. 
15)  the  real  reason  discount  toy  stores 
and  toy  manufacturers  can  make  so  much 
money:  The  whole  business  is  devoted 
to  making  a  toy  obsolete  by  the  time 
the  child  gets  it.  Just  think  of  all  the 
Barbie  dolls  that  have  come  on  the  mar- 
ket since  the  first  one.  Another  thing 
you  should  have  mentioned  was  crafts- 
manship. How  many  toys  today  are  made 
to  really  last  from  one  Cliristmas  to  an- 
otlier?  I  wonder  if  Dr.  [WiUiam  C] 
Combs'  electric  train  is  still  in  one  piece, 
or  if  any  of  his  children  will  still  have 
their  toys  in  good  condition  v\hen  they've 
grown  up. 

— N.O.  Neal 
Toronto,  Ont.,  Canada 

Sir:  Your  article  is  an  accurate  report 

of  the  toy  supermarket  trend.  I  own  a 

[party]  game  and  my  thanks  are  given  to 

the  new  toy  discount  stores  and  to  other 

(Continued  on  page  106) 
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Unless  you  happen  to  be  a  frog,  a  mole  or  a 
field  mouse,  you're  not  likely  to  notice  most  of 
the  products  AMSTED  Industries  makes.  Cast 
iron  pressure  pipe,  for  instance.  It  brings  water 
into  your  home  and  place  of  business.  And 
vitrified  clay  pipe.  It  carries  waste  away.  Not 
much  glamour,  but  plenty  of  essential. 

AMSTED  products  you  don't  see  are  gen- 
erally beneath,  behind,  and  in  back  of  some 
of  the  most  important  services  in  our 
economy.  And  because  what  we  make  is 


essential  to  utilities,  industries  and  the  rail- 
roads, we've  grown  to  36  plants  in  1  5  states 
and  Canada. 

During  a  recent  1  6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  $60  million  in  sales.  Sixty-five 
per  cent  of  our  business  is  now  in  non-rail- 
road products.  Total  sales  are  in  excess  of 

^msted 


$230  million  a  year. 

Our  product  lines  include  such  essentia! 
items  as  machine  tools,  piston  pins,  roller 
chains  and  sprockets,  freight  car  trucks, 
railroad  wheels,  prefmished  coil  steel  and 
aluminum,  and  wire  rope. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTED 
Industries,  Dept.  F-4,  3700  Prudential  Plaza, 
Chicago,  Illinois  60601 . 


INDUSTRIES 


AMERICAN  STEEL  FOUNDRIES  ■   BURGESS-NORTON  MFG.  CO.  ■   DIAMOND  CHAIN  COMPANY  ■   GRIFFIN  PIPE  PRODUCTS  CO.  ■   GRIFFIN  STEEL  FOUNDRIES 
LTD.     ■     GRIFFIN  WHEEL  COMPANY     ■     LITHO-STRIP  CORPORATION     ■     MACWHYTE  COMPANY     ■     PIPE  LINE  SERVICE  COMPANY     ■     SOUTH  BEND  LATHE 
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How  to  make  a  dc 


When  a  machine  ties  up  your  peo- 
ple on  a  job,  they  can't  do  anything  else 
for  you. 

Like  some  other  job  that's  a  little 
more  profitable. 


Here's  how  to  make  a  machine 
that  will  free  them  up: 

Start  with  a  Xerox  duplicator. . . 
either  a  2400  or  a  3600-1. 

Both  have  (1)  copy  counters  and 


•both  shut  themselves  off  automatica, 

Add  (2)  an  Automatic  Documj 

Feeder.  You  can  put  in  up  to  125  oij 

inals  of  different  weights  and  si2 

Then  dial  the  number  of  copies  j 


(4) 


it-itself  machine 


3ress  a  button  and  go  away, 
lext  add  (3)  an  Automatic  Sorter 
t  multi-page  reports  come  out 
d,  ready  to  staple, 
low  put  on  (4)  a  Slitter-Perforator. 


It  can  cut  special-size  jobs  to  order  and 
deliver  periforated  jobs.  Automatically. 
Then  with  (5)  the  Variable  Weight 
Paper  Feeder  to  let  you  use  paper  all 
the  way  up  to  110-pound  card  stock, 


your  machine  is  all  set  to  go. 

A  machine  that  can  turn  out  your 
copies,  all  by  itself. 

While  the  people  who  aren't  work- 
ing it  work  on  something  else. 


XEROX 


(5) 

» 


\{2) 


The  decline 

ofanOO,000,000 

a  year  growth 


industry. 


This  is  what  the  hulls  of  some  ships 
look  like  after  a  year  or  so  at  sea. 

All  encrusted  with  barnacles. 

Growing  in  size  and  multiplying  in 
numbers,  barnacles  can  add  a  200-ton 
drag  to  a  ship,  cut  its  speed  in  half,  and 
double  its  fuel  consumption. 

So  every  year,  American  ship  owners 
ha  ve  to  spend  a  whopping  $  1 00, 000, 000 
for  haul  outs,  barnacle  scraping,  sand- 
blasting and  anti-fouling  paint. 

Now  B.F.Goodrich  has  come  up  with  a 
new  idea.  It's  an  anh-fouling  solution  in 
a  thin  rubber  sheet.  We  call  it  Nofoul* 
rubber. 

Applied  to  a  ship's  hull  or  buoy  or 
piling,  Nofoul  rubber  slowly  releases  a 
toxic  substance  that  repels  barnacles 
just  like  anti-fouling  paint. 

Except  the  rubber  doesn't  wear  away. 
So  the  Nofoul  treatment  is  good  for  five 
or  six  years  instead  of  five  or  six  months 
you  get  with  paint. 

We  don't  claim  this  B.F.Goodrich 
development  is  the  final  answer  to  bar- 
nacles. 

But  it's  sure  slowed  their  growth  record. 

•Trademark  ol  The  B.F.Goodrich  Comr  jny 


B.E  Goodrich 


We  ve  started  it. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


BOX  SCORE 


How  is  the  Nixon  Administration  doing  to  date? 

Prett>'  well,  wouldn't  you  agree? 

A  lot  of  critics  are  criticizing  tlie  new  Administration 
for  not  having  passed  a  multiplicity  of  bills  and  for  not 
>et  having  solutions  to  all  the  Burning  Issues.  Personal!) 
I'd  score  that  as  one  of  the  biggest  pluses.  There  are  times 
when  no  action  is  the  best  action. 

The  Cetting-To-Know-Yon  trip  to  Europe  accomplished 
its  important  purpose. 

The  c-oordinated  effort  to  slow  inflation  through  budget 
balance,  ta.\  extension,  money  contraction  is  sound  and 
courageous. 

The  Presidents  Electoral  College  Refonn  Hill  reall> 
sets  back  rather  than  furthers  the  effort  to  achieve  the 
direct  election  or  Presidents. 

The  Administration's  vigorous  confrontation  with  con- 
glomerates at  least  promises  a  decision  by  the  courts  as 
to  whether  present  antitrust  laws  can  be  stretched  to  in- 


clude the  new  instant  coiporate  giants. 

The  President's  promise  to  re-examine  his  antiballistic 
missile  decision  in  12  months  is  about  the  only  good 
tiling  that  can  be  said  for  that  decision. 

The  action  to  depolitic  postmasterships  was  forthright 
and  a  credit  to  a  President  who  was  widely  considered 
to  be  too  concerned  with  politics. 

Mr.  Nixon's  failure  to  grab  at  once  and  distribute  all 
the  available  political  plums  available  to  him  is  further 
evidence  of  .sound  stance  and  stature. 


The  overriding  measure  oi  the  new  Administration's 
performance  depends  on  what  happens  with  Vietnam. 
That  issue  was  principally  responsible  for  Johnson's  demise 
and  Nixon's  rebirth.  Failure  to  shake  that  monkey  off  the 
nation's  back  will  mean  failure  for  the  Administration  no 
matter  what  it  accomplishes  in  all  other  areas. 


IT  MAY  BE  TRIVIA   BUT   .   .   . 


Speaking  of  monumental  decisions,  sometimes  tiny  ones 
are  enough  to  set  back  Important  People. 

For  instance,  Ted  Kennedy's  prairie-fire  popularity  with 
Democrats  wanting  back  into  the  White  House  wasn't 
helped  a  bit  when  Mrs.  Kennedy  showed  up  at  the  Presi- 
dent and  First  Lady's  formal  reception  in  a  silver  mini- 
skirt, so  mini  that  it  would  bring  blushes  on  London's  Car- 
naby  Street. 

Equally    unimportant    but    nevertheless    reverberating 


was  the  announcement  by  the  new  American  Ambassador 
to  liritain  that  he  planned  to  remove  the  American  eagle 
who  spreads  his  35-foot  wings  over  the  entrance  to  our 
London  Embassy. 

While  occasionally  some  Empire  hippies  may  give  our 
national  bird  the  bird,  is  this  any  reason  that  this  hand- 
some part  of  a  handsome  building  should  bite  the  dust? 
I  hope  somebody  can  say  nay  to  Ambassador  Annenberg 
on  this  monumental  matter. 


CONSCIENCE  MONEY 


In  the  course  of  conversations  with  astute  Sundstrand 
Chairman  Bruce  Olson  for  the  story  on  page  59  of  this 
issue  of  Forbes,  he  mentioned  one  of  his  bad  decisions. 

In  1962  Sundstrand  decided  to  go  into  the  manufacture 
of    styrene    foam    coffins    because    it   already   made    the 


machinery  with  which  they  were  produced.  "The  whole 
idea  made  rational  sense,"  says  Olson,  "but  was  a  com- 
plete flop  because  we  didn't  realize  that  people  want  to 
pay  a  lot  of  money  for  coflBns." 

Make  your  own  moral  out  of  that  one. 
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A  REAL  GOODNESS  HAS  GONE 


1949:  Presenting  Freedom  Foundation  Medat  to  MSF. 

It's  liaid  to  put  your  finger  on  just  vvliat  it  was 
aljout  Dwiglit  Eisenhower  that  gave  him  liis  unique 
place  in  tl>e  hearts  of  his  countrymen. 

War  licro?  Not  really.  He  never  personally  led  a 
charge  up  any  San  Juan  hills,  nor  did  he  Dewey  any 
enemy  Heels  at  Nhniila  Hay. 

A  spectacular,  dramatic,  colorful  President  and 
Presidency?  No  one  would  so  describe  the  Eisen- 
hower years. 

Smile  and  charisma?  Many  an  actor,  legitimate 
andor  political,  has  exuded  more  Instant  Charm. 

No,  it  wasn't  any  of  the  obvious  Pedestal  things. 
It  wasn't  his  Greatness  with  a  capital  G;  rather  it 
was  his  goodness — without  a  capital  G;  the  com- 
pelling decency  of  the  man;  the  unconscious  yet 
visible  guidance  by  his  conscience. 

o  o  o 

My  own  exposures  to  Ike  were  limited  but,  under- 
standably, treasured. 

Along  with  a  couple  of  million  other  young  men, 
I  worked  under  him  in  World  War  II  as  a  section 
sergeant  in  a  machiue  gun  platoon.  I  didn't  share  in 
his  decision-making,  but  had  no  complaints  or  reser- 
\  ations  in  assisting  to  carry  out  his  conclusions. 

Aside  from  the  presentation  shown  above,  my  first 
personal  e.xDosure  came  at  a  half-hour  meeting  with 
liim  al  SHAPE  in  March  1952.  I  flew  the  Atlantic 
in  a  two-decker  Boeing  Clipper  bearing  ten  thou- 
sand signatures  urging  hini  to  be  a  Presidential  can- 
didate. He  had  refrained  from  discussing  politics  at 
SHAPE,  but  the  key  men  then  urging  him  to  run 
figured  that  he  should  know  how  the  young — I  was 
one  then — felt  about  the  country's  need  of  him. 


He  accepted  the  petition  and  quizzed  me  closely 
as  to  how  young  Americans  felt  about  their  coun- 
try's responsibility  in  the  Free  World.  Taft,  the 
Republican  frcmt-runner,  was  considered  basically 
isokitionist,  and  it  worried  Ike  that  a  President  thus 
inclined  might  jeopardize  the  UN  as  well  as  NATO. 
His  maimer  was  grave  and  he  was  obviously  per- 
plexed as  to  just  what  his  responsibility  was  to  pre- 
vent that  from  happening.  Could  he?  Should  he? 

After  our  discussion  he  took  me  out  to  join  other 
dignitaries  gathered  for  the  formal  welcome  of 
Greece  and  Turkey  into  NATO.  There  was  a  playing 
of  anthems,  a  raising  of  the  Turkish  and  Greek  flags 
and  a  General  exchange  of  amenities.  Pretty  impres- 
sive stuff  for  a  former  staffs  sergeant. 

Politicking  as  such  was  never  to  his  liking  but  he 

1957:   N.J.   GOP   gubernatorial  candidate   Mal- 
colm Forbes  and  family  visit  the  White  House. 


extended  aid  and  comfort  when  I  carried  the  Re- 
publican gubernatorial  banner  in  New  Jersey  with 
an  impressive  lack  of  success  in  1957.  After  my 
thumping  he  wrote: 

"1  am  sorry  that  things  did  not  work  out  as 
we  had  hoped  for  you,  but  I  appreciate 
greatly  your  taking  your  defeats  as  only  one 
round  of  the  battle.  This  year  has  not  been 
a  particularly  good  (me,  in  any  respect,  but 
I  hope  that  1958  will  mean  to  our  Party 
and  to  America  a  better  and  brighter  year." 

o         a         a 

Ike  wasn't  Great. 
He  was  great. 


IT'S  FANTASTIC 


What  is  it  about  spring  that  gives  evervone  such  an  in- 
describable lift?  It's  a  marvel  th.it  b.a.s  dcHed  description 
by  the  most  poetic  of  poets  and  the  best  of  prosers. 

I've  only  one  sadni        ...  one  of  those  early  ineffable 


bud-warm  da>'s — it's  for  those  people  who  know  no  sea- 
-sons.  In  dreary  winter  months  we  might  envy  our  Calif- 
ornians,  Floridians  and  Hawaiians — but  would  you  swap  all 
the  extra  months  of  sunshine  for  just  one  day's  spring  tonic? 


—Malcolm  S.  Forbes, 
Editor-in-Chief 
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We're  in  the  business  of  extending  man's  senses. 


Watch  inbound  traffic  from  outer  space. 

Scan  the  ocean  bottom  for  an  exact  fix. 

Tune  in  the  fleet  with  two  million  watts  of  power. 

Control  joint  forces  from  an  electronic  command  post 
20,000  feet  above  the  action. 

Whatever  the  mission,  no  matter  how  impossible,  how 
big.  or  how  soon  it's  needed,  LTV  Electrosystems  produces. 

We  can  turn  a  concept  into  sophisticated  hardware  faster, 
better,  at  lower  cost  than  just  about  anyone.  Our  capabil- 
ity ranges  from  re-entry  physics  installations  and  global 
communications  nets  to  high-reliability  components. 

Our  progress  since   1957  — the  year  we  entered  the 


L.-rx/' 


electronics  systems  field— is  a  matter  of  record.  In 
1958,  we  reported  annual  sales  of  $12.7  million.  We 
employed  about  800  people  under  one  roof.  By  contrast, 
1968  sales  surpassed  S208  million,  we  have  over  11,000 
employees  and  operate  15  production  facilities  in  seven 
states. 

Ours  is  the  story  of  new  directions  in  electronics.  We'd 
like  you  to  read  it.  For  a  copy  of  our  annual  report,  write 
Mr.  C.  L.  Taylor,  Vice  President,  Secretary  and  Treasurer. 
For  employment  opportunities  write:  Bill  Hickey,  Super- 
visor of  Professional  Placement.  An  equal  opportunity 
employer. 
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A  quality  company  of  Ling-Temco-Vought.  Inc.  LJIT'^' 


Our  sales  up  here 

exceed  half  a  billion  a  year. 

But  the  sky  isn't  our  limit. 


Not  by  a  long  shot.  As  important  a'r.  aerospace  is  to 
us-and  we  to  aerospace-it  still  accounts  for  only 
about  half  of  our  business. 

Yes,  we  do  provide  direct  support  services  to  NASA 
at  Kennedy  Space  Center.  But  we're  also  one  of  the 
few  companies— other  than  the  auto  makers  them- 
selves—that owns  and  oper-itoc  ?in  automotive  test 
track. 

Yes,  we  do  make  a  full  line  of  flight  instruments  and 
systems  for  every  kind  of  aircraft- :  '  (^,  business, 

commercial  and  military.  But  we  nib  ov.^r  ?,900 


people  working  to  solve  automation  problems  for  S( 

ence  and  industry. 

Yes,  we  are  big  in  aerospace.  But  we're  just  as  deepi 

involved  in  automotive,  automation,  electronics  an 

oceanics. 

Because  that's  the  kind  of  company  Bendix  is: 

A  multi-industry  corporation  committed  to  worldwid 

growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  t 

be,  write:  The  Bendix  Corporation,  Investor  Relationj 

Office,  Fisher  Building,  Detroit,  Michigan  48202. 


Bendix 


Forbes 


What  Did  You  Say  The  Company's  Name  Was  (Is)? 


If  the  following  story  sounds  like  the  script  for  an  early  Marx 
Brothers  movie,  don't  blame  us.  It's  the  way  it  really  happened. 


It  could  only  have  happened  in  Cal- 
ifornia. Or  could  it? 

Once  upon  a  time,  not  so  long  ago, 
there  was  a  company  called  Sunset 
International  Petroleum.  It  was  doing 
only  so-so  in  oil,  so  it  got  into  real- 
estate  development.  That  worked  for 
a  while,  its  stock  running  up  from  3)i 
to  as  by  1961.  Then  its  stock  got  stuck, 
and  its  major  stockholders — who  in- 
cluded California  dealster  Burt  Kleiner 
(FoHBES,  June  I,  1968) — apparently 
decided  Sunset  needed  some  glamour. 
So  they  merged  it  with  a  Philadelphia 
moneylending  outfit.  Atlas  Credit 
Corp.,  which  specialized  in  horne- 
improvement  and  realty  loans.  The 
name  was  changed   to   Sunasco. 

But  Atlas  ran  into  tight-money  prob- 
lems and  .some  of  Sunset's  Califon)ia 
real-estate  operations  went  bad.  By 
1967  Sunasct)  had  rolled  up  a  $2.3-mil- 
lion  loss  which  wiped  out  more  than 
lialf  of  its  e(juity  capital.  Its  stock 
dropped  from  25  in  1966  to  below  10. 


Were  Kleiner  and  friends  discour- 
aged? Not  at  all.  Exit  Sunasco  Presi- 
dent Morton  Sterling.  Enter  A.  Bruce 
Rozet  (see  picture,  p.  32),  whom 
Kleiner  had  brought  into  the  com- 
pany three  years  earlier  as  financial 
vice  president. 

What  followed  was  not  so  much  a 
turnaround  as  a  turnover.  Rozet  un- 
loaded some  of  Sunasco's  assets  and 
scaled  down  Sunasco's  huge  $158- 
million  debt.  In  the  process  some  of 
the  creditors,  whose  only  collateral 
was  a  specific  piece  of  property,  lost 
heavily,  and  so  did  several  Califor- 
nia taxing  authorities.  Rozet  simply 
stopped  making  payments. 

The  script  now  thickens.  Sunasco 
was  next  split  into  two  parts.  This 
was  accompanied  by  some  more  name 
changes.  The  Sunset  International 
part  of  Sunascc; — the  real-estate  and 
oil  businesses — became  part  of  Com- 
monwealth United  Corp.  This  hap- 
pened when  Rozet  arranged  the  sale 


of  these  businesses  in  exchange  for 
stock  in  Commonwealth,  a  small  New 
York  company  whose  assets  previously 
had  been  a  few  movies  (including 
The  Pawnbroker),  several  insurance 
agencies  and  some  pieces  of  real 
estate.  As  part  of  the  deal,  Rozet  be- 
came president  of  Commonwealth. 
What  was  left  of  Sunasco — the  former 
Atlas  Credit  business — shortly  there- 
after sold  its  Commonwealth  stock, 
changed  its  name  to  Scientific  Re- 
sources Corp.  and  now  is  attempting 
to  make  a  fresh  start  in  computer  leas- 
ing aiid  software. 

Meanwhile,  back  at  Commonwealth 
United,  Rozet  and  his  friend  Kleiner 
pulled  out  all  the  stops.  Common- 
wealth bought  companies  in  TV  pro- 
duction, records  and  community  an- 
tenna TV.  It  also  picked  up  credit 
collection  companies,  a  small  oil  con- 
cern, a  race  track  operator,  a  boat 
marina  and  a  travel  agency. 

Then  they  went  after  bigger  game. 


Organized  Confusion.  The  greai  Marx  Brothers  com- 
edies of  fhe  Thirties  often  poked  fun  at  business.  Here 
is   fhe   famous   funny-business   scene    from    A    Night  at 


the  Opera.  Some  of  today's  frantic  conglomeration- 
deglomeration  activify  recalls  a  Marx  Brothers  script 
more  than  anything  taught  at  Harvard  Business  School. 


M    V«    • 
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In  November  tliey  acquired  Seebuig 
Corp.,  the  controversial  juke  box  and 
vending  machine  mannfacturer,  for  a 
package  of  convertible  pteferreti  slock 
and  warrants.  A  couple  of  months 
later  Rozet  made  a  deal  with  Los 
Angeles'  Rexall  Drug  &  Chemical  Clo., 
v\hich  wanted  to  get  rid  of  its  12,000 
franchised  drugstores.  Rozet  bought 
them  for  $55  million,  half  in  borrowed 
cash,   half  in   convertible  preferred. 

At  the  same  time,  Rozet  and  Kleiner 
made  overtures  to  Warner  Bros.- 
Seven  Arts,*  offering  convertible  pre- 
ferred. The  deal  failed  because  New 
York's  Kinney  National  Service — a 
grab  bag  of  undertaking  parlors,  park- 
ing lots  and  other  operations — also 
wanted^Warner  Bros.  Last  month 
Commonwealth  dropped  its  bid  and 
sold  its  Wamer  stock  to  Kinney. 

We  had  better  pause  before  going 
on  with  the  story,  and  let  some  of 
this  sink  in.  Two  years  ago,  there  was 
one  company  in  real  estate,  oil  and 
gas,  and  money-lending.  Now  there 
are  two  that  are  also  in  drugstores, 
juke  boxes,  computers,  racetracks  and 
marinas.  That  alone  might  make  Com- 
monwealth United,  born  Sunset  In- 
ternational, reborn  Sunasco,  the  con- 
glomeration-agglomeration of  the  year. 

But  there's  more  to  this  California 
saga.  Commonwealth's  finances  are 
even  more  iniriguing  than  its  corpo- 
rate adventures.  It  owes  $117  million, 
borrowed  to  finance  various  ventures. 
As  against  this,  its  equity  capital 
amounts  to  onlv   $67  million.  There 


A.  Bruce  Rozet,  40,  former 
Douglas  Aircraft  engineer, 
held  fop  jobs  wifh  Capifol 
Records  and  Stanford  Re- 
search Insfitute  before  be- 
coming    Sunset's     president. 


are  7.2  million  common  shares  out- 
standing but  there  are  options,  con- 
vertible preferred  and  warrants  for 
about  10  million  more. 

Is  that  the  end  of  the  story?  Have 
we  come  to  the  end  of  this  seemingly 
endless  chain  of  names,  of  companies, 
of  dealmaking?  No,  not  by  a  long  shot. 
Towards  the  middle  of  March,  Martin 
S.  Ackerman,  the  Rochester,  N.Y. 
lawyer  who  had  a  brief  but  noisy 
career  as  president  of  Curtis  Publish- 
ing Co.,  announced  that  he  was  sell- 
ing his  Perfect  Film  &  Chemical 
Corp.  to  Commonwealth.  Perfect  Film 
adds  to  the  agglomeration  film  process- 
ing, mail-order  vitamins,  paperbacks, 


comic  books  and  novelties.  Why  was 
Ackerman  selling?  "Who  needs  the 
aggravation?"  he  complained  to  the 
New  York  Times.  "Working  for  cor- 
porate shareholders  is  not  verv  fruit- 
ful." 

In  spite  of  all  of  the  bewildering 
wheeling  and  dealing,  Bruce  Rozet  in- 
sists that  Commonwealth  has  a  plan: 
"Look  at  us  as  a  company  trying  to 
build  some  growth  elements,  as  in 
.entertainment,  on  top  of  a  base  in 
real  estate  and  oil  and  gas. 

"I'm  not  espousing  anything  like 
synergism,"  he  concedes,  admitting 
that  drugstores,  juke  boxes,  movie  dis- 
tribution and  travel  agencies  do  not 
have  much  in  common.  "Management 
pretty  well  takes  care  of  itself  in  this 
age  of  professional  managers. 

"Our  strategy  is  financially  oriented, 
by  the  numbers.  We  won't  hesitate 
to  stretch  the  finances  where  we  think 
we  see  an  opportunity  to  make  some 
money  for  the  stockliolders." 

Which  brings  us,  as  they  say  in  the 
movies,  back  to  where  the  stockholders 
came  in.  Commonwealth  United  stock, 
traded  on  the  Amex,  sold  early  this 
month  around  15,  which  is  just  where 
it  was  seven  years  ago  before  all  the 
wheeling  and  dealing  got  under  way. 
As  for  Scientific  Resources,  on  the  Big 
Board,  after  soaring  and  then  sinking 
last  year,  it  is  now  one-third  below 
where  it  was  in  1966. 

Well,  it's  been  an  exciting  ride  for 
stockholders,  even  though  it  hasn't 
taken  them  anywhere  yet.  ■ 
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BUSY  MAN 
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In  the  bewildering  barrage  of 
deals  and  counter-deals  that  sur- 
rounded the  putting  together,  tak- 
ing apart  and  putting  together 
again  of  Scientific  Piesources  Corp. 
and  Commonwealth  United,  Bev- 
erly Hills  stockmavketeer  Burt 
Kleiner  (Forbes,  June  1,  1968) 
has  played  a  busy — and  profitable 
— role.  Though  the  name  of  his 
firm,  Kleiner,  Bell  &  Co.,  appears 
in  few  of  the  press  releases,  it  ap- 
pears in  almost  all  Comnionweailh 
prospectuses.  It's  still  a  question 
what  all  of  the  merging  and 
demerging  will  add  up  to  for 
public  stockholders  in  the  two 
companies.  For  Kleiner,  Bell  it  al- 
ready adds  up  to  seveial  million 
dollars. 

•    Item:    As    a    direct    result   of 
complicated  provisions  of  tlir  Sun- 
asco demerger,  KB  last  Juii'  >  'is 
able  to   make  a  deal   to  pick 
600,000     Commonwealth     UniU 
shares,   or   about    8^    of   the   out- 


standing, at  $8  a  share.  The  then- 
market  price:  $15  a  share.  The 
instant  paper  profit:  $4.2  million 
for  KB  and  some  of  its  clients. 

•  Item:  In  July,  KB  underwrote 
$15  million  in  Commonwealth  con- 

Kleiner  of  Kleiner,  Bell 


vertible  debentures  that  helped 
Commonwealth  buy  Seeburg  stock. 
For  that  it  got  a  $212,000  under- 
writing fee.  It  also  got  a  $400,000 
finder's  fee  on  the  Seeburg  acquisi- 
tion and  shared  with  Allen  &  Co. 
a  minimum  of  $250,000  for  swap- 
ping the  remaining  Seeburg  stock 
for  Commonwealth  shares. 

•  Item:  As  of  Ji»n-  1  Kleiner, 
Bell  became  Commonwealth's  fi- 
nancial adviser  on  a  contract  run- 
ning for  four  vears.  Compensation: 
$150,000  a  year. 

These  items  represent  less  than 
one  year's  deals.  Actually  KB  has 
been  involved  in  the  situation 
since  first  taking  a  position  in  Sun- 
set International  Petroleum  some 
five  years  ago.  Clearly,  business  is 
good  at  Kleiner,  Bell  &  Co.  Just 
eight  years  old,  the  firni  will  soon 
break  ground  on  a  building  of  its 
own  on  Wilshire  Boulevard,  a 
stone's  throw  from  Commonwealth's 
offices. 
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Heads  You  Lose,  Tails  You  Lose 

Eastern  Air  Lines  used  to  be  famous  for  bad  service.  Now 
it's  shooting  for  first-rate  service,  but  it's  losing  money. 


Last  year  Eastern  Air  Lines  lost 
S1L6  million  on  revenues  of  S744 
million,  or  SL06  a  share.  Admittedly, 
last  year  was  not  a  good  year  for  the 
industr\-  general!) ,  but  no  other  major 
U.S.  air  carrier  fared  nearly  as  badl> 
as  Eastern. 

As  the  red  ink  washed  over  East- 
em,  it  washed  out  at  least  eight  of  its 
top  executives.  Among  those  who  left 
were  \'ice  Chairman  Todd  G.  Cole; 
.\rthur  D.  Lewis,  president  and  chief 
operating  officer;  George  S.  Gordon, 
vice  president  in  charge  of  marketing: 
Malcolm  T.  Hopkins,  vice  president 
and  treasurer;  David  J.  McLaughlin, 
vice  president — planning;  Daniel 
Morton,  director  of  deveolpment  plan- 
ning; and  Carl  E.  Meyer  Jr.,  assistant 
treasurer. 

Quite  a  crew,  but  there  could  be 
more  departures.  Says  Floyd  D.  Hall, 
who  now  has  to  hold  down  three  jobs 
at  Eastern — chairman,  president  and 
chief  executive  officer — "I  just  had  a 
meeting  with  the  board  of  directors 
and  no  one  told  me  about  being  fired, 
so  I  guess  I'm  hired  for  the  next  30 
days  until  the  ne.xt  meeting." 

What's  the  matter  with  Eastern? 
Ask  that  question  of  Hall  or  any  of 
the  other  executives  still  at  the  com- 
pany and  they'll  ofler  a  multitude  of 
answers,  all  of  them  familiar  because 
they  have  been  repeating  them  for 
years.  One  answer:  Ea.stem  has  a  dif- 
ficult route  structure.  Excluding  the 
air  shuttle,  the  average  passenger  trip 
is  only  639  miles  as  compared  with 
809  for  the  industry  as  a  whole;  the 
average  hop  between  cities,  only  394 
miles  as  compared  with  523.  The  av- 
erage price  of  a  ticket  on  Eastern  is 
onU  S35.93  as  compared  with  the 
industry  average  of  $43.55. 

Another  standard  Eastern  answer: 
,The  air  corridor  from  Boston  to 
Miami,  which  Eastern  flies,  is  one  of 
the  most  crowded  in  the  U.S.,  whicli 
means  long  delays  in  the  air  and  on 
the  ground.  One  of  the  consequences 
of  this,  says  Hall,  is  that  "although  the 
run  from  New  York  to  Washington  is 
about  250  miles,  we  end  up  flying 
500.  We  could  make  that  run  in  35 
minutes,  but  it  actually  takes  us  57." 

This  is  all  true  and  makes  Hall's 
job  a  rough  one.  But  Eastern  has 
other  problems,  quite  aside  from  its 
route  structure.  Did  the  pilots  engage 
in  a  slowdown  last  year?  Are  the 
maintenance  crews  engaging  in  a 
slowdown  right  now?  Yes,  admits 
Hall,  morale  is  bad:  "The  employees 
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were  greatly  disappointed  by  the  re- 
fusal of  the  Civil  Aeronautics  Board 
to  give  us  the  Transpacific  routes, 
which  we  badly  need,  and  by  the  fact 
that  we're  losing  money." 

These  things,  of  course,  tend  to 
snowball.  Eastern's  losses  led  the  com- 
pany to  put  a  freeze  on  some  salaries 
and  expenditures.  The  freeze,  in  turn, 
contributed  to  low  morale  and  to  serv- 
ice that  many  recent  travelers  report  is 
as  bad  as  it  was  back  in  the  days  when 
Capt.  Eddie  Rickenbacker,  the  World 
War  I  ace,  was  running  the  compan\' 
on  a  strictly  take-it-or-leave-it  basis. 

Does  Eastern  spend  far  more  than 
other  airlines  to  retrain  pilots?  Yes, 
admits  Hall,  but  that  is  because  Eddie 
Rickenbacker  delayed  so  long  in  re- 
equipping  the  company  with  jets. 
"Other  companies  started  re-equipping 
as  early  as  1962.  We  didn't  really  begin 
until  1965.  We  had  to  book  delivery 
of  67  jets  during  1968."  This,  says 
Hall,  meant  that  Eastern's  retraining 
costs  hit  it  all  at  once. 

It's  True,  But  .  .  . 

Ask  others  in  the  airlines  industry, 
ask  the  men  who  have  left  Eastern, 
why  the  company  lost  money  last  year 
and  they'll  give  a  very  simple,  prob- 
ably too  simple,  explanation.  They  in- 
sist that  Hall  is  too  much  of  a  perfec- 
tionist. Says  one:  "He  worships  at  the 
shrine  of  high-quality  standards." 

This  statement  may  sound  like  a 
compliment  rather  than  a  criticism, 
but  the  man  who  made  it  was  think- 
ing in  terms  of  costs.  He  argued  that 
an  airline  like  Eastern  cannot  afford 
to  give  the  same  kind  of  service  as 
one  whose  average  passenger  trip  is, 
say,  1,000  miles. 

He  said:  "Hall's  whole  idea  of  mar- 
keting is  quality,  but,  for  a  short-haul 
airline,  his  standards  are  impractical 
and  unreachable,  and  what's  more, 
every  study  made  by  the  industry 
shows  the  customer  neither  sees  nor 
cares  about  them.  Take  where  the 
whole  plane  is  first  class  and  the  pas- 
sengers eat  off  Rosenthal  china:  It's  a 
complete  disaster.  Even  if  you  fill 
every  seat  on  every  flight,  the  operation 
loses  money."  Hall  insists  this  isn't 
true.  He  says:  "Just  look  at  the  figures: 
The  average  yield  on  a  coach  flight 
is  4.2  cents  per  passenger  mile,  where- 
as for  a  first-class  flight  it's  about 
6  cents;  everyone  in  the  airline  in- 
dustry would  like  to  have  such  a 
yield."  Hall's  critics  reply  that,  yes, 
they  would  like  such  a  yield  but  not 
at  the  price  Hall  pays  for  it. 
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Disillusioned.  Vice  Chair- 
man Todd  Cole  (below)  found 
life  af  Eastern  so  frustrafing, 
he  has  not  only  left  the  com- 
pany, he's  quitting  the  airline 
industry:  He  is  joining  C.I.T. 
Financial  as  a  vice  president. 
Chairman  Floyd  Hall  (above) 
says:  "We  have  warm  feel- 
ings for  him."  He  says  the 
same  about  ex-President  Ar- 
thur D.  Lewis,  who  also  is 
leaving   the   airlines   industry. 
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Eastern  I.  That's  what  Easfern  calls  ifs  ail-first-class 
flights  to  20  cities,  limited  to  50  passengers  who  are 
willing  to  pay  first-class  fares  in  order  to  get  extra- 
special    service,    including    Rosenthal    china    and    more 


stewardesses.  The  critics  insist  that,  even  when  the  planes 
fly  completely  full,  they  still  lose  money.  Hall  says:  "If 
all  our  flights  were  as  successful,  we'd  be  in  clover. 
Obviously    Eastern    I    wasn't    created    to    lose    money." 


Eastern  has  one  of  the  best  on- 
time  records  in  the  industry — 72%  last 
January — and  Hall  is  aiming  for  100%. 
This  is  wonderful  for  the  passengers, 
but  there  are  those  in  the  industry 
who  criticize  Hall  for  it  because  it's 
obviously  not  wonderful  for  the  stock- 
holders. Among  other  things,  it  means 
that  Eastern  must  have  back-up  planes, 
which  can  be  put  into  service  in  case 
anything  goes  wrong  with  the  plane 
scheduled  for  a  flight.  That  immobi- 
lizes highly  expensive  equipment. 

National,  which  directly  competes 
with  Eastern  on  the  New  York-to- 
Miami  run,  does  not  maintain  any- 
thing like  the  back-up  planes  Eastern 
does.  Nor  does  Delta. 

The  labor  slowdowns  that  Hall  con- 
cedes exist  also  have  cost  money.  A 
National  plane  often  makes  two  to 
three  round-trips  to  Miami  a  day;  an 
Eastern  plane,  often  only  a  trip  and 
a  half.  Hall's  critics  do  not  agree  with 
him,  however,  on  the  reasons  for  the 
low  morale  of  Eastern  employees. 
They  say  that  he  must  share  the 
re.sponsibility. 

The  trouble,  they  say,  is  that  Hall 
did  not  keep  a  tight  rein  on  the  com- 
pany. He  let  Art  Lewis  run  it,  but 
without  giving  Lewis  the  authority  to 
issue  an  order  and  say,  "That's  that." 
Says  one  Eastern  executive  who  has 
left  the  company:  "It  got  so  that  when 
Lewis  was  talking,  you  had  to  guess 
whether  he  was  supported  by  Hall  on 
the  subject  or  not.  It  got  so  bad  that 
you  might  have  a  meeting  with  Lewis 
on  Monday  and  Lewis  would  say, 
"Now  this  is  how  we're  going  to  do  it,' 
and   then  Hall   a   couple  of  days  or 
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weeks  later  would  say,  'No,  we're  not.' 
And,  when  you  have  confusion  on  the 
top  like  this,  it  naturally  permeates 
down.  Running  an  airline  is  not  like 
running  a  factory,  where  things  are 
rather  stratified  at  different  levels. 
Airlines  have  instant  communications, 
so  a  whole  airline  can  be  demoralized 
by  trouble  at  the  top." 

Fonner  Vice  Chairman  Todd  Cole, 
who  came  to  Eastern  from  Delta,  and 
is  exiting  the  first  of  this  month,  put 
it  another  way:  "Well,  to  be  brief," 
he  said,  "Delta  had  a  very  stable 
management  group." 

Ex-President  Lewis 


From  Hall:  A  Dertial 

Hall  concedes  some  of  these  critic- 
isms, but  patiently  denies  others.  "This 
thing  about  disorganization  just  isn't 
true.  You  must  have  been  talking  to 
Delta.  There  was  no  problem  of  iden- 
tity or  disorganization  at  the  top  which 
filtered  down  through  the  airline,  and 
we  have  the  same  setup  as  before — 
just  different  people  in  Cole's  and 
Lewis'  places.  Yes,  the  morale  could 
be  better.  It  will  get  better.  Some- 
times Eastern  gets  a  lot  of  criticism 
that  it  doesn't  deserve.  My  obsei"va- 
tion  is  that  if  something  goes  wrong 
here  we're  likeiy  to  get  more  plas- 
te-ed  than  other  airlines." 

Hall  is  especially  vehement  in  re- 
jecting criticism  that  he  is  a  perfec- 
tionist: "I've  been  in  this  business  for 
25  years  and  I  think  seiA'ice  is  reli- 
ability and  care  for  customers." 

Eastern  probably  will  benefit  a 
great  deal  from  the  readjustment  of 
rates  recently  ordered  by  the  CAB. 
For  Eastern,  it  will  amount  to  an  8%  in- 
crease in  many  of  its  short-haul  fares. 
The  airline  also  still  has  a  chance 
of  getting  a  transpacific  route,  since 
President  Richard  M.  Nixon  has 
ordered  a  re-examination  of  routes. 
Even  so,  the  chances  are  that  it  will 
lose  money  again  this  year.  And  the 
question  raised  by  Eastern's  former 
executives  and  by  Eastern's  competi- 
tors still  remains:  Can  Eastern  really 
afford  to  strive  to  be  a  spit-and-polish 
airline  rather  than  a  merely  service- 
able one?  The  airlines  are  regulated. 
They  can't  charge  any  more  for  per- 
fection than  for  merely  good  enough. 
And  perfection  is  costly.  ■ 
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There's  a  Gap  in  Every  Market 

Germany's  latest  Wunderkind,  Bavarian  Motor  Works,  has  dem- 
onstrated one  way  to  find  it  Cultivate  a  sophisticated  image. 


Munich  is  duly  proud  of  its  Hof- 
briiuhaus.  It's  excited  about  being 
the  host  for  the  1972  Olympic 
Games.  But  the  special  apple  of  its 
eye  at  the  moment  is  its  home  towii 
Bayerische  Motoren  Werke  AG  (Ba- 
varian Motor  Works).  The  maker  of 
sporty  compact  cars,  famous  motor- 
cycles and  boat  engines  is  known 
simply  as  BMW — "Bay  Em  Vay,"  as 
Germans  pronounce  it. 

They  pronounce  it  with  respect, 
whether  they  drive  a  luxuj-y  Mercedes- 
Benz,  a  Porsche  sports  car,  or  a  big 
Opel  (General  Motors)  or  Taunus 
(Ford).  For  Germans  like  to  speed 
on  their  no-speed-limit  Autohahns. 
.-\nd  what  .Mercedes-Benz,  Porsche, 
Opel  or  Ford  drivers  hate  to  see  in 
the  rear-view  mirror  is  a  BMW  with 
its  vertically  divided  radiator  grill. 
For  soon  it"s  likely  to  pass  them. 

This  image,  which  BMW  is  only 
too  dehghted  to  foster,  is  exactly 
what  helped  the  company  reach 
S275-miIlion  sales  and  earnings  of 
S8.75  a  share  last  year  on  a  produc- 
tion of  108,800  cars.  That's  not  much 
for  an  auto  company,  but  it  repre- 
sents impressive  gains.  Its  produc- 
tion figure  was  up  24^  over  1967, 
but  it  had  risen  18%  even  in  that 
recession  year,  when  all  other  German 
car  manufacturers  except  Daimler- 
Benz  suffered  declines. 

Though  almost  50  years  old  and 
famous  for  its  motorcycle  speed 
records  as  well  as  for  building  the 
world's  first  operational  jet  airplane 
engine  (for  the  German  Luftwaffe, 
back  in  World  War  II),  the  company 
was  almost  bankrupt  in  1960.  Its 
midget  cars  sold  poorly  against  the 
more  durable  Volkswagen.  BMW 
also  tried  some  luxury  cars,  but  failed 
to  strike  the  fancy  of  the  new-rich 
and  new-powerful  (except  for  a  chau- 


vinistic Bavarian  like  Franz  Joseph 
Strauss,  now  West  Germany's  Min- 
ister of  Knance).  Production  of  the 
luxury  cars  went  down  to  about  800 
in  1960,  while  the  50,000  or  so  small 
cars  merely  lost  money. 

Just  then  industrialist  Herbert 
Quandt  became  interested  in  BMW. 
He  put  in  fresh  money  and  fresh  man- 
agement, including  President  Gerhard 
Wilcke  and  sales  boss  Paul  Hahne- 
mann. The  latter  promptly  did  some- 
thing that  would  have  earned  him 
a  top  spot  on  Madison  Avenue.  He 
concentrated  on  the  phenomenon 
known  as  market  fragmentation  and 
went  looking  for  a  neglected  fragment. 

The  gap,  Hahnemann  concluded, 
might  exist  between  the  little  Porsche 
sports  car  and  the  much  larger  and 
more  sedate  Mercedes-Benz  sedan — 
that  is,  a  spirited,  compact  family 
car  with  a  certain  snob  appeal.  BMW 
put  its  corps  of  experienced  designers 
and  engineers  to  work  on  the  prob- 
lem. The  smallest  and  most  popular 
of  the  results,  the  1600,  holds 
four  passengers  in  great  comfort,  yet 
cruises  at  100  mph,  accelerates  from 
0  to  60  in  13  seconds  and  gets  close 
to  30  miles  per  gallon.  The  snob 
appeal  came  in  part  from  the  price: 
At  $2,170  to  $4,.500  in  Germany,  the 
BMW  costs  at  least  twice  as  much 
as  the  cheapest  Volkswagen  and  ex- 
tends into  the  range  of  some  Mercedes 
models. 

Right  from  the  start,  Hahnemann 
p<jlished  the  image  of  this  so-called 
"New  Class"  car  through  smart  ad- 
vertising. He  aimed  at  the  hidden 
sportsman  in  every  cusiomer  who  is, 
nevertheless,  too  sportsmanlike  to 
show  off.  BMW — like  Daimler-Benz 
— made  a  great  fuss  over  safety.  It 
was  the  first  German  car,  for  example, 
to  use  disc  brakes.   It  soon  became 


Knowhow.  "I  don't  undersiand  anyfhing  about  motor  cars,"  says  BMW 
sales  boss  Paul  Hahnemann,  "but  I  do  know  what  an  automobile  should 
look  like  if  it  is  going  to  be  a  big  seller."  So  far,  BMW  has  sold  big.  But 
how  its  latest  2.5-  and  2.8-liter  cars  (below)  will  sell  depends  on  more 
than  Hahnemann's  knowhow,  for  this  is  Daimler-Benz  territory.  Hence 
the     gossip     that     BMW     might     some     day     merge     with     Daimler-Benz. 
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chic  to  drive  the  small,  expensive,  fast 
and  luxurious  BMW. 

Success  has  changed  the  attitude 
and  the  goals  of  BMW.  "Our  grass 
grows  around  our  own  house,"  Hahne- 
mann told  a  Forbes  reporter  last 
year.  "If  we  reach  a  production  of 
150,000  cars,  maybe  in  1970,  we'll 
stop  at  this  point.  Exports  are  only 
of  interest  for  us  where  we  can  use 
them  for  prestige,  and  should  not  ex- 
ceed 10%  of  our  production." 

Will  Success  Spoil  BMW? 

Things  are  different  now.  From 
109,000  cars  last  year,  BMW  is  al- 
ready forecasting  output  of  150,000 
this  year,  and  eyeing  the  200,000 
mark.  Exports  have  risen  until  they 
account  for  close  to  40%  of  total  sales. 
The  biggest  foreign  market  is  the  U.S. 
where  the  1600  and  2002  models 
start  at  $2,600  and  $2,850,  respec- 
tively. The  almost  unknown  BMW  has 
lifted  sales  from  a  couple  of  hundred 
in  the  mid-Sixties  to  over  9,000  last 
year.  And  that  could  be  only  the 
beginning:  The  company  has  just 
entered  the  six-cylinder  automobile 
field  with  its  2500  and  2800  models, 
whose  engines  are  as  large  as  those  of 
many  a  Mercedes. 

Hahnemann  also  seems  to  have 
discovered  another  market  gap  that 
BMW  can  fill  in  the  heavy-motorcycle 
field.  In  Germany  this  market  has 
shrunk  steadily  as  car-buyers  increas- 
ingly preferred  the  comfort  of  four 
wheels  under  them  and  a  roof  over 
their  well-pressed  suits.  The  motor- 
cycle buffs  preferred  the  smaller 
and  cheaper  Japanese  vehicles,  "not 
real  motorcycles,"  says  Hahnemann 
haughtily.  BMW's  motorcycle  produc- 
tion fell  to  about  6,000  last  year  and 
would  have  been  lower  but  for  exports 
of  5,200. 

But  Hahnemann  has  discovered 
that  if  Germans  don't  like  the  idea 
of  sitting  on  a  motorcycle,  plenty  of 
Americans  do — witness  the  30,000 
BMW  motorcycles  that  are  registered 
in  the  U.S.  So,  this  year  BMW  will 
introduce  a  new  series  of  heavy  (750 
ccm)  motorcycles  with  a  production 
goal  of  15,000  a  year. 

The  market  gaps  that  BMW  has 
already  found  have  not  only  saved 
the  company  but,  what  was  even  more 
difficult,  enabled  it  to  sui-vive  and 
prosper  as  a  small  maker  of  auto- 
mobiles. Can  it  continue  to  do  so, 
in  the  teeth  of  the  giant  automotive 
combines  beginning  to  dominate  the 
European  market?  ■ 
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Procter  &  Gamble 


P&G/s  a  marketing g/amour  puss,  almost  a  legend:  tough,  handsome,  smart 
and  rich.  But  is  that  a  bulge  we  see  around  the  belt,  a  sag  in  the  jaw  line  ? 


The  General  Motors  of  suds,  tlie  IBM 
of  washday,  the  Marine  Corps  of  mar- 
keting, Cincinnati's  Procter  &  Gamble 
Co.  is  starting  to  sliow  its  age. 

We  say  "starting"  because  P&G  is 
still  a  name  that  makes  competitors 
worry,  even  tremble.  It  produces 
nearly  half  of  the  nation's  detergents, 
tootiipastes  and  shortening  and  a  ma- 
jor share  of  its  hand  soaps,  coHee  and 
cake  mixes.  It  has  enough  Best  Sellers 
in  the  Branded  Goods  Sweepstakes  to 
fill  anybody's  shopping  cart. 

But  the  signs  of  age  are  there,  too: 
the  perceptible  shortening  of  breath, 
the  telltale  age  marks,  the  beginning 
bulges.  P&G  still  leads  in  packaged 
goods,  but  it  no  longer  dominates, 
and  its  lead  is  being  challenged  as 
never  before. 

The  stock  market,  sensitive  to  such 
things,  has  taken  due  note.  P&G  stock 
today  sells  at  the  low  end  of  the  range 
it  has  occupied  the  past  two  years  and 
markedly  below  the  price  it  com- 
manded in  the  early  Sixties.  Its  price/ 
earnings  ratio,  once  a  lofty  30  to  40, 
now  sits  at  20,  only  a  shade  above 
the  average  for  all  blue-chips. 

P&G  is  losing  market  shares  in  de- 
tergents, hand  soaps,  toothpastes  and 
coffee.  Many  of  its  new  products  have 
failed  to  reach  sales  goals.  P&G  has 
been  forced  to  spni  olf  its  highly 
profitable  Clorox  acquisition.  The  Fed- 
eral Trade  Commission  has  wrung 
out  of  P&G  a  consent  decree  that 
severely  limits  the  company  in  mak- 
ing U.S.  acquisitions.  Meanwhile, 
Purex  Corp.  is  suing  P&G  for  more 
than  a  half  billion  dollars  (Forbes, 
Apr.  1,  1968,  p.  42).  On  the  cam- 
pus, P&G  is  having  increasing  dif- 
ficulty in  recruiting  new  men,  while 
back  at  lieadcjuarters  it  is  losing  more 
and  more  of  its  trained,  young  execu- 
tives. Most  important  of  all,  there  are 
signs  that  P&G  management  is  too 
rigid  to  deal  quickly  and  effectively 
with  all  these  problems. 

Some  of  these  are  problems  of  sheer 
size.  All  told,  P&G  has  more  than  50 
major  consumer  products  plus  an  un- 
disclosed number  of  institutional  prod- 
ucts. In  calendar  1968  these  products 
yielded  $2.6  billion  in  sales,  S1S7.2 
million  in  earnings,  to  keep  P&G  far 
ahead  of  its  two  domestic  rivals,  Col- 
gate-Palmolive (Sl.l-billion  sales, 
$36.6-million  earnings)  and  Lever 
Bros.  (■S4.52..5-million  sales,  $11.9- 
million  earnings).  Only  Unilever,  the 
Anglo-Dutch  combine  that  owns  Lever 
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Top  Soapers.  P&G  Chairman 
Neil  McElroy  (left)  is  warrr) 
and  outgoing;  President  Howard 
Morgens  is  cool  and  analytical. 


Bros.,  is  larger  than  P&G  ($5.5-bil- 
lion   sales,   $207-million   earnings). 

Nonetheless,  the  days  of  P&G's 
overwhelming  dominance  in  market 
shares  and  unquestioned  superiority 
in  marketing  savvy  and  product  qual- 
ity seem  about  over.  Everything  in 
P&G's  environment — consumers,  re- 
tailing, competition,  the  law — is 
changing,  and  P&G  is  having  real 
trouble  keeping  up  with  the  change. 

What  does  P&G  Chairman  Neil  H. 
McEboy  or  President  Howard  J.  Mor- 
gens say  about  this?  Nothing,  at  least 
nothing  for  publication.  There  is  a 
long-standing  P&G  policy  to  refuse  to 
talk  with  the  press  unless  the  press 
agrees  to  gi\  e  P&G  a  degree  of  con- 
trol over  what  is  printed  (sec  "Side 
Lines,"  p.  9).  Thus,  this  article  is 
based  on  research  among  P&G's  com- 
petitors and  ex-emplo>ees. 

Inspired  Candlestick  Maker 

Procter  &  Gamble  began  as  a  maker 
of  soaps  and  candles  in  1837  (31 
\ears  after  Colgate  was  founded )  and 
grew  fat  on  Union  Army  orders  dur- 
ing the  Civil  War.  In  1879  P&G  in- 
troduced a  white  floating  soap  with 
the  inspired  name  "Ivory"  and  later 
added  the  equallv  inspired  slogans, 
"99  44/100%  Pure"  and  "It  Floats." 
The  huge  success  of  I\ory  made  P&G 
a  national  brand  marketer. 

P&G  parlayed  the  success  of  Ivory 
bar  soap  into  an  o\erwhelming  dom- 
inance in  laundry  detergents  and  then 
in  toothpastes.  It  did  so  partly  by  real 
pioneering  in  the  nascent  art  of  mar- 
i^eting.  The  first  pioneering  was  in 
direct  selling.  In  1920  P&G  began  sell- 
ing to  retaileis  as  well  as  to  distribu- 


tors. This  shocked  the  trade,  but  P&G 
never  has  worried  much  about  that. 
It  also  leveled  out  production,  which 
reduced  costs,  and  gave  P&G  some  of 
J:he  distributors'  profits.  Most  impor- 
tant, it  required  P&G  to  build  a  nat- 
tional  sales  force  that  in  time  would 
become  the  grocery  industry's  largest 
— and  its  most  respected,  feared  and 
disliked. 

P&G's  brand-manager  system,  which 
facilitated  intracompany  competition, 
had  an  equally  innocuous  beginning. 
In  1926  P&G  introduced  Camay  soap 
as  a  companion  product  to  Ivory, 
P&G's  flagship  product.  General  sales 
manager  Ricliard  R.  Deupree,  who 
was  to  become  president  in  1930,  per- 
suaded management  to  market  Camay 
separately,  in  competition  with  Ivory. 
A  young  Harvard  graduate,  Neil  H. 
McElroy,  was  put  in  charge  of  Camay 
and  in  effect  became  P&G's  first  brand 
manager. 

Not  Quite  100%  Pure 

But  P&G  still  trailed  England's 
Lever  Bros.,  which  had  entered  the 
U.S.  market  in  1895.  Probably  one 
reason  that  P&G  was  then  able  to 
catch  up  was  a  pricing  agreement 
with  Lever  and  Colgate  that  existed 
sometime  before  1936.  If  Lever  and  ■ 
Colgate  believed  that  this  would  keep 
ambitious  P&G  in  line,  they  were 
wrong.  By  the  time  the  Government 
hauled  the  three  soapers  into  court 
in  1942 — where  the  companies'  presi- 
dents, including  Deupree,  were  fined 
— P&G  had  more  than  a  third  of  the 
market  and  three  leading  brands:  Duz, 
Ox\dol  and  first-place  Chipso.  Lever, 
with  about  30%,  had  Rinso  and  others; 
Colgate,  with  11%,  had  Super  Suds. 

The  competition,  pricing  agreement 
or  no,  was  never  greater.  Lever  had 
scored  a  technological  breakthrough 
in  the  late  Thirties  and  was  about  to 
introduce  Swan  floating  soap  to  com- 
pete with  Ivory.  Clearly  alarmed,  P&G 
research  men  bought  the  Swan  form- 
ula from  a  Lever  man.  In  the  court 
cases  that  followed,  one  Lever  man 
received  a  six-month  suspended  sen- 
tence, wliile  three  P&G  men,  who 
pleaded  guilty  to  using  the  mails  to 
defraud,  were  fined. 

Swan  came  out  in  1941,  but  by 
the  time  wartime  shortages  had  ended. 
Swan  was — ironically — just  a  me-too 
product.  It  died  in  1962,  while  Ivory 
not  only  sur\i\ed  but  prospered;  to- 
day it  is  the  largest-selling  bar  soap 
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and  the  only  major  brand  that  floats. 

Ivon's  postvvar  \ictor\'  over  Swan 
was  eclipsed  by  one  of  the  most  ex- 
traordinarily successful  products  ever 
introduced:  Tide,  the  first  synthetic 
detergent  strong  enough  to  wash  fam- 
ily laundry-  as  well  as  dishes.  Tide's 
immediate  success  in  1946  took  every- 
one, including  P&G,  by  surprise.  P&G 
had  expected  Tide  to  sell  mainly  in 
hard-water  areas,  but  it  did  bsit  in 
soft-water  areas.  And  P&G  beheved 
soap  sales  would  hold  up  strong;  it 
reintroduced  Chipso,  the  first-place 
brand  that  was  discontinued  because 
of  wartime  shortage,  only  to  see  it 
fail.  Tide  swept  the  market.  Despite 
its  miscalculations,  P&G  won  nearK 
all  the  chips. 

Colgate  hastily  countered  with  Fab. 
It  was  a  small  success.  Lever  suffered 
a  first-rate  disaster  with  Surf,  which 
had  to  be  withdrawn,  reformulated 
and  reintroduced.  By  1956  P&G  had 
58?  of  the  market.  Lever  had  16.1?, 
Colgate  had  11.2?.  Tide,  which  alone 
had  nearly  one-third  of  the  market, 
was  generating  S40  million  a  year  in 
pretax  profits,  about  one-third  of  P&G's 
total.  Soap  promotion  manager  Ed- 
ward G.  Harness,  now  a  group  vice 
president,  called  Tide  "the  great  stud- 
horse. It  will  finance  P&G's  expansion 
for  the  next  ten  \ears,"  he  told  asso- 
ciates. Harness  was  right.  Tide  profits 
helped  pay  for  an  assault  on  Colgate's 
strongest  bastion,  toothpaste. 

P&G's  venture  during  World  War 
II  with  Teel  liquid  dentifrice  had 
failed.  This  time  P&G's  approach  was 
disarmingly  simple.  Market  research 
revealed  that  people  liked  Colgate 
Dental  Cream,  the  No.  One  seller, 
because  it  was  soft,  foamy  and  mint\ . 
So  P&G's  Gleem,  introduced  in  1954, 
was  softer,  foamier  and  mintier.  It 
became  the  second-best  seller. 

But  second-best  wasn't  good  enough. 
P&G  wanted  to  repeat  Tide's  success, 
and  had  begun  an  audacious,  costly 
program  to  develop  a  decay-inhibiting 
toothpaste  that  would  win  American 
Dental  Association  recognition.  The 
result.  Crest  with  stannous  fluoride, 
was  introduced  in  1955.  But  it  was 
only  a  modest  success  until  1960  when 
it  received  unprecedented  ADA  "rec- 
ognition." To  the  dismay  of  Colgate 
and  Lever,  Crest  sales  zoomed  from 
10?  to  32?  of  the  market,  pushing 
Colgate  into  second  place.  Other 
fluoridated  brands,  some  of  which 
later  received  ADA  recognition,  were 
me-too  products  and  failed. 

The  success  of  Crest  badly  hurt 
Colgate  and  Lever,  which  had  de- 
pended on  toothpaste — with  its  40? 
profit  margin — for  profits  to  fight  P&G 
in  soaps  and  detergents.  In  the  Fifties 
both  cojnpanies  had  considered  pull- 

FORBES,  APRIL  15.  1969 


ing  out  ot  laundry  detergents  alto- 
gether. Now,  in  the  early  Sixties, 
P&G  looked  as  unstoppable  as  ever. 
It  had  53?  of  the  detergent  business, 
49?  of  the  toothpaste  business  and 
had  diversified  by  acquisition  into 
foods  (Duncan  Hines  cake  mixes.  Big 
Top  peanut  butter,  Folger's  coffee), 
liquid  bleach  (Clorox — see  box,  p. 
45)   and  paper  products   (Charmin). 

The  Myths  of  P&G 

In  spite  of — or  perhaps  because  of 
— its  secretive  corporate  ways,  P&G 
is  surrounded  by  myths:  that  its  suc- 
cess is  based  primarily  on  its  market- 
ing knowhow;  that  its  brand  managers 
are  responsible  for  the  success  or  fail- 
ure of  a  product;  that  it  is  a  highly 
decentralized  company;  that  it  permits 
full  competition  among  its  various 
brands;  and  that,  with  its  tremendous 
advertising  and  promotion  money,  it 
can  make  any  product  a  big  seller. 
Like  all  myths,  these  tell  more  about 
P&G's  past  than  about  its  present. 

M  the  heart  of  P&G's  operation  are 


First,  But  Late.  P&G  was  the 

first  to  go  national  with  an 
enzyme.  Gain  detergent.  But 
the  big  market  seems  to  be 
presoaks.  P&G  was  first  in 
test  markets  with  Biz,  but 
Colgate  quickly  went  na- 
tional with  Axion,  now  has  an 
estimated  75%  of  presoak 
sales.  However,  it's  too  soon 
to  tell  if  enzyme  products  are 
here   fo   stay    or   just    a    fad. 


four  basic  marketing  principles:  Pro- 
duce a  superior  product;  go  into  mass 
markets  (detergents  and  toothpastes, 
not  spot  removers  or  dental  floss);  go 
after  a  leading  share  of  the  market; 
and  don't  companion-market  products 
(instead,  introduce  a  new  brand  for 
each  product  type  and  don't  sell  two 
versions  of  the  same  brand — only 
one  miracle  per  brand). 

At  the  base  of  these  methods  stands 
one  thing:  money.  Because  Ivory  and 
Tide  were  nearly  money  machines, 
P&G  could  afford  things  its  competi- 
tion could  not.  "Right  after  World 
War  II,"  says  an  ex-executive,  "it 
became  apparent  to  P&G  manage- 
ment that  the  company  would  grow 
with  detergents.  So  they  recruited 
well  beyond  their  needs,  brought  in 
the  best  people  they  could  find,  and 
had  the  insight  to  develop  people  in 
every  area  of  the  company:  market- 
ing, research,  distribution,  production, 
purchasing."  One  result  is  that  all 
P&G  management  is  home-grown. 
P&G  hires  only  trainees,  and  when  it 
acquires  a  company,  the  old  manage- 
ment is  quickly  replaced.  Another  re- 
sult is  management  that  is  broad  and 
deep.  Says  a  former  brand  manager: 
"The  answer  to  almost  every  question 
is  at  the  other  end  of  the  telephone." 

Duncan  Hines  is  an  example  of 
P&G  research  capabilities.  It  was  an 
inferior  cake  mix  when  P&G  acquired 
it.  But  P&G  research  made  vast  im- 
provements in  the  products,  and  it 
took  a  year  for  Pillsbury  and  Betty 
Crocker  (General  Mills)  to  catch  up. 
Crest  is  an  example  of  P&G's  financial 
strength.  To  get  ADA  recognition,  P&G 
supported  nine  years  of  research  at 
Indiana  University's  Dental  Research 
Center  and  paid  for  11,000  dental 
examinations  and  64,000  X-rays. 
Pampers,  P&G's  new  di.sposable  pa- 
per diapers,  reflects  P&G's  manu- 
facturing savvy.  Although  Pampers 
has  seven  years  of  test-marketing 
behind  it,  the  main  reason  for  its 
run -away  success  is  that  P&G  can 
produce  it  in  large  volume  at  low  cost 
and  hence  charge  low  prices. 

For  the  same  money  reasons,  P&G 
has  the  largest  field  research  organi- 
zation of  any  manufacturer,  about  100 
full-time  college-trained  women  (down 
from  125 — P&G  is  finally  using  some 
outside  research  firms).  Its  media  de- 
partment, the  largest  of  any  adver- 
tiser's, was  years  ahead  of  New  York 
ad  agencies  in  evaluating  the  impact 
of  media  and  led  the  way  first  into 
radio  and  then  into  television. 

When  they  do  talk,  P&G  men  like 
to  claim  that  not  money  but  man- 
agement— superior  management — ac- 
counts for  P&G's  continuing  success.  In 
this  respect,  P&G's  pride  and  joy  is 
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the  brand-manager  system. 

But  here,  too,  myth  is  one  thing, 
fact  another.  Explains  one  P&G  grad: 
"Most  people  miss  the  subtleties.  P&G 
believes  in  brand  managers  and  does 
delegate  planning  responsibility  to 
them.  But  they're  not  responsible  for 
the  success  or  failure  of  the  product 
or  for  the  profit  or  loss.  After  all, 
brand  managers  don't  control  the  sales 
force  or  the  manufacturing  costs.  All 
the  brand  manager  is  responsible  for 
is  recommending  marketing  moves  on 
his  own  product."  This,  of  course,  is 
a  far  cry  from  the  common  misconcep- 
tion that  P&G  brand  men  run  their 
products  as  if  they  were  managers 
of  autonomous  companies. 

A  Centralized  Bureaucracy 

In  the  real  P&G  world  a  brand 
manager's  recommendations  go  to  his 
ad  manager  (really  a  marketing  di- 
rector), often  to  the  division  manager 
and  sometimes  to  the  11th  floor,  where 
President  Morgens  and  the  Admin- 
istrative Gommittee  decide  all  major 
questions.  "By  the  time  a  recommen- 
dation has  reached  the  11th  floor," 
says  a  P&G  graduate,  "it  is  so  finely 
researched  and  so  persuasively  pre- 
sented that  it  can  be  read  quickly  and 
a  decision  made  on  the  basis  of  just 
those  facts."  Adds  another:  "Morgens 
gives  total  concentration  to  all  details 
down  to  the  instruction  sheet  in  the 
package.  Yet  he  gives  everyone  the 
feeling  that  he  has  delegated  au- 
thority to  them.  It  takes  a  particular 
kind  of  intellectual  brilliance  to  pull 
off  this  kind  of  trick." 

This  highly  centralized  system  can 
be  a  frustrating  one.  "You  can't  make 
decisions  for  yourself,  you  just  send 
recommendations  up  the  line,"  says 
another  graduate.  "They  lose  too 
many  good  people  who  can't  take  this 
kind  of  system.   It's  a  bureaucracy." 

One  man  this  bureaucracy  lost  is 
Thomas  Carroll,  now  president  of 
Lever  Bros.  Carroll  refuses  to  dis- 
cuss his  days  at  P&G— 1947  to  1953, 
when  the  distant,  aloof  Deupree  v.'as 
still  chairman.  But  his  resentment  is 
obvious,  perhaps  bitter.  Carroll  was 
the  brand  manager  on  Duz  laundry 
soap  when  Tide  detergent  was  sweep- 
ing the  market.  Vainly  he  urged  that 
Duz  be  refoimulated  into  a  detergent; 
but  he  was  told  that  the  soap  sales 
slide  would  .soon  stop.  It  didn't,  of 
course,  and  by  the  time  Duz  was  of- 
fered in  detergent  form  it  was  too 
late  to  regain  its  market  share.  The 
whole  episode  underscored  the  brand 
manager's  lack  of  authority.  Obliquely 
referring  to  his  experience,  Carroll 
told  Sales  Management  magazine  in 
1967:  "At  Lever,  we  value  and  rec- 
ognize individual  accomplishment." 
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Whether  they  "graduated"  from 
P&G  15  years  ago  or  15  weeks  ago, 
P&G  men  are  amazingly  alike:  bright, 
articulate,  poised,  neat,  precise,  care- 
fully dressed  and  aggressive.  They 
even  look  somewhat  the  same,  like 
Army  officers  from  West  Point — close 
haircuts,  sharp  features,  flat  stomachs. 
This  reflects,  of  course,  P&G's  selec- 
tive recruiting,  which  goes  after  grad- 
uates from  Eastern  colleges,  prefer- 
ablv  Harvard.  One  result  is  that  the 
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P&G  isn't  hurting  in  profits.  But  it 

has  lost  market  share  in  its  two 

biggest  product  lines. 

itmosphere  in  P&G's  marketing  is  like 
that  of  a  fraternity  house.  "I  feel  much 
closer  identification  with  former  Proc- 
ter people,"  says  one  ex-brand  man- 
ager, "than  with  guys  from  my  home- 
town or  my  university  class." 

Another  view:  "Procter  has  a  lot 
of  holes  and  they're  all  square.  If 
you're  a  square  peg,  that's  the  place 
for  you.  But  a  peg  that's  not  per- 
fectly square  has  a  problem  fitting. 
And  there  are  a  lot  of  guys  in  Cin- 
cinnati who  are  not  square  pegs. 
They're  just  living  with  it — 40-  and 
50-year-old  middle  management  guys 
who  have  peaked  out." 

Part  of  the  square-peg  syndrome  is 
a  singleminded,  almost  fanatical  dedi- 


cation to  peddling  soap.  One  Harvard 
grad  recalls  his  on-campus  interview 
with  a  P&G  recruiter  several  years 
back.  "We  sell  products  that  aren't 
much  different  from  anyone  else's," 
the  recruiter  told  him.  "We  sell  them 
because  someone  will  buy  them,  not 
because  they  are  socially  good.  If  we 
could  put  s— t  in  a  box  and  the  cus- 
tomer would  buy  it,  we'd  sell  it." 

However  smoothly  the  P&G  bureau- 
cracy once  worked,  in  the  early  Sixties 
it  was  clearly  unwieldy.  In  the  soap 
division  (more  than  half  of  P&G's 
total  sales),  brand  management  and 
advertising  copy  writing  had  been 
.split  into  two  parallel  (and  sometimes 
rival)  groups.  An  ad  or  commercial 
had  to  be  approved  by  seven  people. 
This  took  time,  discouraged  fresh 
ideas,  caused  frustrations. 

Finally  in  1965  and  1966,  the  huge 
soap  division  was  split  in  two,  the 
advertising  copy  sections  were  abol- 
ished, and  brand  management  was 
boiled  down  to  three  levels.  The 
reorganization  was  long  overdue,  for 
P&G  was  in  serious  troubles  in  .soaps, 
detergents,  toiletries  and  foods. 

Except  for  the  new  enzyme  prod- 
ucts, P&G  has  been  late  into  every 
major  new  soap  and  detergent  cate- 
gory since  Tide:  light-duty  liquids, 
deodorant  soaps,  liquid  cleaners,  spray 
cleaners,  low-sudsing  detergents,  me- 
dium-sudsing detergents.  "P&G  is  so 
cocky,"  says  a  consultant,  "that  they 
think  they  can  come  from  behind 
every  time.  Well,  they  can't  anymore." 

In  deodorant  soaps,  both  Zest  and 
Safeguard  are  below  projections — 
Armour's  Dial  remains  the  largest- 
selling  soap  in  teims  of  dollar  volume 
(Ivory,  which  sells  for  just  half  as 
much,  leads  in  units).  Mr.  Clean  came 
from  behind  to  roll  over  Lestoil  all 
right,  but  Top  Job,  also  a  late  starter, 
has  only  tied  Ajax.  In  spray  cleaners. 
Cinch,  P&G's  response  to  Fantastik 
and  Formula  409,  is  a  big  disappoint- 
ment. And  Salvo  tablets  are  below 
sales  projections. 

In  low-sudsers,  P&G's  Dash,  though 
originally  superior  to  Lever's  All, 
has  never  caught  up  in  sales.  In 
medium  sudsers,  P&G — to  react  to 
Colgate's  Ajax  detergent — made  per- 
haps the  most  expensive  new  product 
introduction  in  branded-goods  history: 
a  $20-million-plus  program  behind 
Bold,  which  was  sampled  to  30  mil- 
lion homes.  Though  Bold  is  now  sec- 
ond, it  has  only  8^  of  the  market.  First- 
place  Tide  is  down  to  10?- 12%,  while 
P&G's  Cheer  and  Colgate's  Ajax,  Cold 
Power  and  Fab  have  4?-6%  shares. 
Troubles    in    a    Subtle    Business 

In  toiletries,  P&G  has  had  partic- 
ularly severe  problems.  Toiletries  is 
a  more  subtle  business  than  soap,  and 
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P&G  has  not  yet  mastered  fashion  and 
timing.  In  toothpastes,  P&G  has 
missed  completely  the  swing  to  cos- 
metic ("bright  teeth")  toothpastes, 
which  was  evident  five  years  ago  with 
the  successes  of  Macleans  and  Plus 
White  on  the  West  Coast.  Colgate's 
Ultra  Brite  has  now  swept  this  mar- 
ket, pushing  into  third  place  ahead 
of  Gleem. 

In  home  permanents,  P&G  has 
been  consistently  unsuccessful.  Its  Lilt 
is  a  minor  brand  and  Pace,  Lana  and 
Pin  It  flopped.  In  hair  sprays.  Hid- 
den Magic,  a  premium-priced  soft- 
hold  brand,  was  introduced  at  the 
wrong  time:  bouffant  and  teased  hair 
styles  called  for  hard-hold  cheaper 
sprays.  P&G's  ventures  into  anal- 
gesics and  hair  coloring  were  a  com- 
plete loss.  And  it  has  done  poorly  in 
men's  toiletries;  Ivory  shaving  cream 
was  for  some  years  a  regional  brand 
before  being  dropped,  and  Radar  hair 
cream,  though  nationally  distributed, 
is  a  dud. 

P&Gs  toiletries  operation  has  taken 
its  worst  drubbing  in  deodorants. 
Secret,  introduced  by  P&G  in  1959, 
was  No.  One  in  1963,  just  a  bit  ahead 
of  Ban.  Then  Gillette  aimed  Right 
Guard  aerosol  deodorant  at  the  family 
market  and  grabbed  more  than  30!J  of 
the  total  business.  Because  Secret  was 
an  antiperspirant,  it  could  not  then 
be  put  in  aerosol  form.  Rather  than 
abandon  the  antiperspirant  qualities 
of  Secret,  P&G  decided  to  outwait 
the  consumer.  "As  things  turned  out, " 
recalls  a  P&G  grad,  'the  consumer 
didn't  give  a  damn  that  Right  Guard 
wasn't  an  antiperspirant.  The  con- 
sumer wanted  an  aerosol,  that's  all." 
When  antiperspirant  aerosols  did  be- 
come possible,  P&G  was  late  again. 
Little  Carter-Wallace  brought  out 
Arrid  E.vtra  Dry  first,  and  now  Secret 
is  a  poor  fourth. 

In  shampoos,  though,  P&G  has 
sparkled:  P&G  followed  up  Drene, 
the  first  synthetic  detergent  shampoo 
(1934),  with  Prell  in  1947  and  then 
•  with  Head  &  Shoulders  in  1963.  The 
failures  of  Shasta  and  Ivory  shampoos 
a  few  years  ago  hurt  hardly  at  all. 

P&G's  paper  products  division  dates 
back  to  19.57,  when  P&G  bought  small 
Charmin  Paper  Mills  of  Green  Bay, 
Wise.  Although  P&G  has  greatly  e.\- 
panded  ChaiTnin's  distribution  and 
capacity  in  the  past  dozen  years,  it 
has  yet  to  go  national.  "E.xcept  for 
Pampers,"  comments  a  P&G  grad, 
'Procter  just  hasn't  been  all  that  suc- 
cessful in  paper."  One  reason:  two 
big,  savvy,  well-entrenched  competi- 
tors— Scott  Paper  and  Kimberly-Clark. 

But  P&G's  real  disappointment  is 
its  foods  division.  "It's  something  of 
a   disaster   area,"   says   a   P&G   grad. 


"Procter    was    hoping    to    become    a 
major  factor  in  food.  It  hasn't." 

Though  Crisco  is  still  far  and  away 
the  biggest-selling  vegetable  shorten- 
ing (Lever's  Spry  is  second),  this  is 
a  dwindling  market  because  cooks  are 
turning  to  oil.  But  P&G  was  quite  late 
with  Crisco  Oil.  Backed  by  very  heavy 
advertising  and  sampling,  Crisco  Oil 
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Ivory ,      An      Instifution.      The 

package  and  ad  above  are 
from  ihe  T880s;  below  is  how 
Ivory  looks  foday.  Like  all  front- 
running  P&G  brands,  Ivory  is 
protected  from  too-rough  com- 
petition of  other  P&G  products. 
Thus,  ads  for  Zest  do  not  belittle 
floating  soap  (Ivory);  Dash  ads 
do  not  knock  high-sudsers  (Tide 
XK);  and  Gleem  ads  do  not 
scoff    at    antidecay    Crest. 
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did  get  about  20%  of  the  cooking-oil 
market,  but  front-running  Wesson  has 
nearly  40%.  "Procter  had  the  objective 
of  becoming  No.  One,"  says  a  consul- 
tant. "But  it  didn't  hurt  Wesson  at  all. 
So  now  it  might  take  six  or  eight 
years  for  Crisco  Oil  to  pay  out  in- 
stead of  three  or  four." 

Meanwhile,  Fluffo  shortening  is 
selling  poorly,  Whirl  failed,  and  P&G 
missed  the  boom  in  margarines. 

In  cake  mixes,  Duncan  Hines  has 
done  well,  but  this  market  is  small 
compared  with  detergents.  Moreover, 
allied  Duncan  Hines  products — pie 
crusts,  canned  cake  icings — have 
flopped.  P&G  even  made  a  ludicrous 
marketing  mistake  with  Duncan 
Hines.  "They  would  test  a  new  flavor 
for  18  months  or  two  years,"  recalls 
a  former  food  man.  "At  first  it  sold, 
then  sales  dropped  off.  So  P&G  didn't 
go  national.  What  P&G  didn't  realize 
was  that  cake  flavors  have  a  satiety 
factor — housewives  try  them  two  or 
three  times,  then  switch  to  other 
flavors.  That's  why  Pillsbury  and  Betty 
Crocker  will  introduce  a  whole  line 
of  flavors  without  testing,  advertise 
heavily,  then  switch  to  another  line." 

P&G  also  makes  peanut  butter,  a 
line  it  got  into  in  1955  when  it 
bought  the  makers  of  Big  Top.  But 
P&G  could  never  get  Big  Top  moving 
(it's  now  a  nonadvertised  brand),  and 
Jif,  introduced  in  1958,  hasn't  done 
much  better.  "Anybody  can  make 
peanut  butter,"  explains  a  P&G  grad, 
"so  you  end  up  competing  against  all 
the  local  brands  and  this  forces  your 
margins  down.  Besides,  Skippy 
[a  Corn  Products  brand]  has  a  lock 
on  the  national  market  anyway, 
though  no  one  can  figure  out  why." 

We/come   to   Siberia 

To  a  P&G  man,  assignment  to  the 
foods  division  is  like  exile  to  Siberia. 
"We  were  always  requesting  trans- 
fers," recalls  one.  "Of  the  50  men  at 
the  level  of  ad  manager  and  below  in 
the  advertising  department  in  1960, 
only  ten  are  still  there.  Of  the  40  who 
left  the  division,  one  retired,  ten  went 
to  other  Procter  divisions,  and  29  left 
the  company."  Not  surprisingly,  when 
the  Clorox  subsidiary  was  spun  off,  it 
was  headed  by  Robert  B.  Shetterly, 
the  former  general  manager  of  the 
foods  division  (Forbes,  Apr.  l,p.  50). 

In  coffee,  P&G's  Folger  subsidiary 
(acquired  in  1963)  has  improved  its 
market  share  (it's  second  behind  Gen- 
eral Foods'  Maxwell  House)  but  now 
is  losing  instant  coffee  sales  to  General 
Foods'  Maxim  and  other  freeze-dried 
brands.  Although  P&G  acquired  Fol- 
ger a  year  before  freeze-drieds  first 
were  tested,  it  has  made  no  move  into 
the  market  except  to  produce  a  lumpy 
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Battleground.  Because  shelf 
space  is  so  important,  P&G  goes 
after  its  share  with  all  the  pre- 
cision and  force  of  a  miHtary  in- 
vasion. P&G  salesmen  tell  grocers 
how  new  products  fared  in  test 
and  try  to  get  corresponding 
space.  Meanwhile,  P&G  creates 
consumer  demand  by  flooding 
housewives  with  free  samples, 
cents-off  coupons  and  more  ad- 
vertising than  anyone  else.  But 
its  advertising  is  not  universally 
admired.  Says  one  ex-P&G 
agency  man:  "P&G  strives  for  a 
high  degree  of  mediocrity:  noth- 
ing very  bad,  nothing  very  good." 
Says  another:  "P&G  commercials 
are  memorable  all  right— but  only 
because    they're    so    infuriating." 


instant  with  "freeze-dried  flavor." 
Meanwhile,  freeze-drieds  are  growing 
rapidly  at  the  expense  ot  instants. 

The  final  problem  with  P&G's 
muscle-bound  approach  is  what  it  can 
do  to  men  who  leave  the  company.  , 
Take,  for  example,  Rheingolds  ex- 
perience with  Gabhnger  s,  a  reduced- 
calorie  noncarboliydrate  beer  that  it 
introduced  in  ISJoT.  Marketing  vice 
president  Paul  D.  Townsend,  a  P&G 
Ijraduate,  rolled  out  Gabhnger's  as  it 
it  were  another  Tide.  Tne  little  com- 
pany spent  sib  iniJlion  on  advertising 
and  ended  up  in  the  red  tor  the  year. 
But  Gablinger's  by  no  means  replaced 
regular  beer.  Instead,  it  turned  out 
to  be  a  specialty  product  with  a 
limited  market,  just  as  rival  beer 
marketers  without  benefit  ot  P&G 
experience  had  predicted.  Townsend, 
however,  survived  better  than  Gab- 
lingers;  hes  now  a  vice  president  at 
Philip  Morris. 

No.  One  in  the  Industry 

Besides  P&G's  own  ineptness,  there 
is  another  reason  it  has  tared  so  badly 
outside  of  its  old  markets:  Without 
a  doubt,  P&G  is  the  most  disliked 
company  in  the  supermarket  indus- 
try. Most  supermarket  executives 
will  do  nearly  anything  that's  legal — 
and  some  things  that  may  not  be — 
to  keep  P&G  from  growing. 

The  reason  is  simple.  Supermar- 
kets make  very  little  money  on  P&G 
soaps  and  detergents  and  feel  hke 
helpless  pawns  in  the  P&G  marketing 
machine.  Unlike  Colgate  and  Lever, 
P&G  does  not  give  dollar  allowances 
when  it  introduces  new  products  or 
products  with  cents-otf  labels.  Nor 
does  it  give  floor  stock  protection  in 
the  event  of  a  price  reduction.  And  it 
always  introduces  new  products  in  a 
wide  variety  of  sizes.  To  the  super- 
market executive,  all  these  things  in- 
crease his  cost  of  selling,  and  it  comes 
out  of  his  own  pocket.  lie  can't  raise 
prices  because  soap  is  a  commodity 
product  and  thus  subject  to  severe 
price  competition — almost  a  price 
war,  which  P&G  salesmen  encourage. 

P^rom  P&G's  standpoint,  the  logic 
of  treating  supermarkets  so  cavalier- 
ly is  inescapable:  All  housewives  buy 
soap,  thus  all  supermarkets  must  stock 
soap.  It  P&G's  ad\'ertising  and  promo- 
tion can  convince  half  of  those  house- 
wives to  buy  P&G  brands,  then  the 
stores  must  stock  these  brands  or  lose 
customers.  Why,  then,  give  anything 
to  the  supermarkets? 

One  response  from  supermarket 
people  is  to  discontinue  a  slow-selling 
P&G  product  much  faster  than  a  slow- 
selling  competitive  product.  This  is 
what  is  happening  to  Cinch  spray 
(Continued  on  page  45 J 
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(Contimi:  d  from  page  40) 
cleaner.  "It  didn't  get  oft  the  ground 
and  we  didn't  give  it  an\  lielp  to  get 
off  the  ground,"  says  one  grocer. 

So  hostile  are  supennarket  buyers 
to  P&G  that  a  few  years  ago  several 
of  them  agreed  to  drop  a  number  of 
P&G  items — not  complete  brand  lines, 
just  sizes.  Soon  a  young,  handsome, 
articulate  P&G  salesman  and  a  young, 
handsome,  articulate  P&G  lawyer 
were  calling  on  these  bu\ers.  The 
buyers  dared  P&G  to  sue.  P&G  didn't 
sue,  the  bu>ers  didn't  reinstate  the 
items,  and  P&G  didn't  make  any  of 
the  concessions  demanded.  P&G,  how- 
ever, had  made  a  point:  It  doesn't 
like  to  be  trifled  with.  To  handle  such 
matters,   P&G   retains    122   law   firms. 

There  is  no  doubt  that  P&G  top 
management  has  its  hands  full  these 
days.  In  an  era  of  m\riad  opportu- 
nities and  of  general  disenchantment 
with  big  organizations,  the  cream  of 
ihe  Ivy  League  no  longer  flocks  to  P&Ci, 
Its  competitors  are  bigger — and  smart- 
er— then  they  used  to  be.  In  moving 
into  food,  into  paper  products  and 
into  toiletries,  P&G  is  coming  up 
against  companies  that  are  just  as 
sharp  and  jusi  as  entrenched  in  these 


fields  as  P&G  is  in  cleaning  products. 

To  be  sure,  except  in  the  stock  mar- 
ket, these  troubles  have  not  \  et  shown 
up  in  the  numbers.  P&G's  return  on 
equity  and  its  net  profit  margin  are 
actually  a  bit  higher  today  than  they 
were  15  years  ago.  In  Forbes  21st 
Annual  Report  on  American  Industry, 
P&G  showed  a  return  on  stockholders' 
equity  for  the  latest  12  months  that 
was  almost  half  again  as  great  as  that 
of  Colgate,  its  closest  competitor.  Out 
of  499  companies  ranked  in  that  sur- 
vey, P&G  stood  66th  in  12-month  re- 
turn on  stockholders'  equit\' — not  bad 
for  a  giant  company. 

Do  the  figures  lie?  No,  they  do  not. 
But  they  do  disguise  certain  trends. 
They  do  so  because  toothpaste  and 
detergents,  where  P&G  leads,  are 
both  growing  faster  than  the  econ- 
omy. Thus  P&G  can  lose  market  share 
and  still  gain  in  sales  and  earnings 
(sec  chart,  p.  38).  Its  huge  produc- 
tion volume,  its  high  degree  of  inte- 
gration, virtually  guarantee  that  an> 
substantial  gain  in  sales  will  produce 
even  greater  gains  in  earnings. 

But  this  is  not  enougii  to  make  a 
real  growth  company.  For  that,  P&G 
will  have  to  prove  that  it  can  open 


up  new  markets  and  succ;^ssfully  in- 
vade existing  ones.  It  will  have  to 
prove  that  it  can  adapt  to  a  market- 
ing situation  where  changes  are 
marked  in  months  whereas  once  they 
were  marked  in  decades.  P&G  has 
fallen  behind  such  growth  companies 
as  Avon,  Gillette  and  Bristol-Myers. 

Howard  Morgens  is  now  58.  Neil 
McElroy,  who  returned  to  Cincinnati 
after  serving  as  President  Eisen- 
hower's Secretary  of  Defense  in  1957- 
59,  is  now  64.  They  will  soon  pass 
control  to  other  hands.  The  most 
likely  candidates:  Group  Vice  Presi- 
dent Ed  Harness,  soap  promotion 
manager  in  Tide's  heyday;  Group 
\'ice  President  John  W.  Hanley,  one- 
time soap  salesman;  dark-horse  John 
G.  Smale,  the  division  vice  president 
credited  with   Crest's  great  success. 

Whoever  gets  the  job  will  not  be 
able  to  rest  on  P&G's  laurels.  Times 
are  changing,  and  P&G  has  not 
changed  as  rapidly  as  it  should  have. 
Today  corporate  success  no  longer 
passes  from  hand  to  hand  but  must 
be  rewon  by  each  generation.  Expect 
no  bugles  to  blow  when  succession 
passes  at  Cincinnati,  but  watch  close- 
ly for  quiet  yet  major  changes.  ■ 


In  the  mid-Fifties,  after  an  inten- 
sive study  of  the  hou.sehold  bleach 
industry,  Procter  &  Gamble's  pro- 
motion department  recommended 
that,  although  it  is  easy  to  make 
bleach  (a  commodity  product  that 
P&G  researchers  were  experiment- 
ing with  in  the  laboratory),  it 
would  be  much  more  profitable  to 
acquire  a  leading  brand  than  to 
go  into  the  business  from  scratch. 
So  in  1957  P&G  bought  Clorox 
Chemical  Co.  of  Oakland,  Calif., 
the  largest  and  only  nationwide 
producer  of  household  bleach. 

That  move,  a  major  victory  then, 
may  in  time  prove  to  be  a 
major  defeat.  The  Clorox  subsidi- 
ary has  been  spun  off  under  Su- 
preme Court  order;  Purex,  the  No. 
Two  bleach  maker,  is  suing  P&G 
for  a  breathtaking  $52.3.5  million; 
and  P&G,  in  connection  with  a 
subsequent  antitrust  action,  has 
agreed  to  sell  its  largest  and  new- 
est coffee  plant,  to  acquire  no 
maker  of  household  cleaning  prod- 
ucts for  seven  years  without  FTC 
approval,  to  acquire  no  coffee 
company  for  ten  years,  to  initiate 
no  price  cuts  on  coffee,  and  to  tie 
in  no  coffee  advertising  and  pro- 
motion witn  its  other  products. 

It    was    just    two    months    after 


TROUBLE  ON  MANY  FRONTS' 

P&G  acquired  Clorox  in  1957  that 
the  Federal  Trade  Commission 
challenged  the  move,  saying  tliat 
it  might  reduce  competition  be- 
cause P&G's  huge  advertising  and 
promotion  resources  would  give  it 
a  monopoly  position  in  an  indus- 
try of  otherwi.se  .small  companies. 
The  initial  FTC  hearings  were 
spread  over  14  months,  and  nine 
more  years  passed  before  the  Su- 
preme Court  made  the  final  ruling. 

P&G  insists  that  the  consent 
decree  won't  hurt  much.  In  1966 
President  Howard  Morgens  told  a 
meeting  of  security  analysts  that  it 
acquisitions  were  deducted  from 
P&G's  record,  the  company  would 
have  doubled  its  business  every 
12  years  instead  of  every  nine  or 
ten.  "I  don't  think  that  would  have 
been  too  bad,"  he  said. 

No,  it  wouldn't  have  been,  but 
the  Clorox  ruling  and  the  consent 
decrees  do  greatly  restrict  P&G's 
future  freedom  of  action,  and,  in 
effect,  its  ability  to  grow  faster 
than  its  basic  markets.  For  one 
thing,  it  is  virtually  impossible  for 
the  company  to  make  acquisitions 
in  any  field  even  remotely  related 
to  grocery-shelf  products.  Second, 
some  of  its  freewheeling  competi- 
tive practices  have  been  challenged. 


Finally,  there  is  the  Purex  suit 
itself,  charging  that  P&G  used  il- 
legal tactics  to  raise  Clorox'  mar- 
ket share  from  49%  to  60%,  which 
cut  the  sales  and  profitability  of 
all  Purex  household  cleaning 
products.  For  example,  in  1957 
Purex  moved  into  Erie,  Pa.  to 
test-market  its  liquid  bleach 
in  a  new  easy-to-carry  bottle.  In 
five  months  it  had  .33%  of  the  mar- 
ket and  had  cut  Clorox  from  52% 
to  35%.  Then  P&G  cut  prices,  in- 
crea.sed  advertising  and  began  of- 
fering premium  merchandise  at 
half  price.  Soon  Purex  was  down 
to  7%  and  Clorox  was  above  its  old 
level.  Purex  is  claiming  $174.5  mil- 
lion in  actual  damages,  another 
$349  million  in  punitive  damages. 

What  chance  does  Purex  have 
to  win?  In  view  of  the  Supreme 
Court  decision  and  the  fact  tliat 
Purex  President  William  Tincher 
is  an  ex-FTC  lawyer  who  helped 
bring  the  Clorox  antitrust  suit,  the 
answer  would  seem  to  be  that 
Purex  has  a  fair  chance  of  winning 
a  substantial  judgment  from  P&G. 
But  win  or  lose  the  damage  suit, 
the  terrible  giant  of  Cincinnati  will 
grow  no  stronger  for  the  many 
fronts  on  which  it  has  to  fight 
these  days. 
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The  Last  Great  Battle? 

Are  the  Wars  of  the  Takeover  over?  Is  Goodrich  their  Gettys- 
burg? By  standing  and  fighting,  the  Akron  rubber  company 
has  proved  that  the  takeover  trend  is  far  from  irresistible. 


From  Julius  Caesar  to  Mao  Tse  Tung, 
military  strategists  have  emphasized 
three  things:  take  the  enemy  by  sur- 
prise; don't  underestimate  him;  know 
well  the  terrain  over  which  you  will 
march  and  fight. 

Corporate  General  Ben  W.  Heine- 
man  neglected  two  of  these  three 
points  when  he  threw  Northwest 
Industries  against  B.F.  Goodrich  earl\ 
this  \ear.  He  did,  it  is  true,  achieve  a 
measure  of  surprise:  Goodrich  Direc- 
tor Paul  C.  Cabot  says:  "Northwest 
didn't  tell  us  a  damned  thing  imtil 
they  announced  it  to  the  press." 

Heineman,  however,  acting  perhaps 
out  of  a  desperation  born  of  despair 
over  Northwest's  declining  earnings, 
neglected  the  other  two  key  points  of 
strategy.  He  seriously  underestimated 
his  victim.  And  he  failed  to  note  that 
for  takeovers,  the  political,  legal  and 


public-relations  terrain  had  changed. 
As  this  issue  goes  to  press,  the  bat- 
tle goes  on.  But  already  Heineman  has 
suffered  tremendous  casualties  and 
gained  little  ground.  His  stock,  at  140 
when  the  attack  began,  is  in  the  80s. 
Northwest's  tender  offer  for  the  rest 
has  been  stopped  in  its  tracks  by  a  re- 
quest for  a  delay  from  the  U.S.  De- 
partment of  Justice,  citing  "serious 
questions  under  the  Clayton  Antitrust 
Act,"  in  objection  to  a  Northwest  take- 
over of  Goodrich.  For  every  legal  bas- 
tion Heineman  has  stormed,  Goodrich 
has  been  ready  with  several  more. 
Meanwhile,  Goodrich's  legal  comman- 
dos ha\e  been  harassing  Northwest's 
flanks. 

The    Natives    Are    Restless 

\\  liere  and  how  did  Ben  Heineman 
— the   man   who   was   publicized   for 


Victory?  Misjudging  the  terrain,  underestimating  the  enemy,  Napoleon 
threw  himself  on  Russia.  He  won  most  of  the  battles  but  lost  the  war,  and  his 
empire.  Will  some  of  today's  corporate  empirebuilders  meef  a  similar  fate? 


making  the  Chicago  commuter  trains 
run  on  time — go  wrong  in  a  field 
where  such  lesser  lights  as  Eli  Black 
of  AMK  and  Laurence  Tisch  of 
Loews  Hotels  succeeded? 

In  part,  it  may  be  that  Heineman 
attacked  not  out  of  strength  but  out 
of  weakness.  He  badly  needed  a  vic- 
tory. He  hasn't  had  many  lately.  The 
Chicago  &  North  Western  Railway, 
the  biggest  part  of  Northwest's  as- 
sets, has  been  having  a  rough  time. 
Then,  N'elsicol  Chemical,  Northwest's 
•  only  true  claim  to  a  "growth"  busi- 
ness, appears  to  be  in  the  red  for 
1969's  first  quarter.  Northwest's  other 
major  division,  Philadelphia  &  Read- 
ing Corp.,  is  an  agglomeration  of 
underwear  makers,  steel  mills  and 
bootmakers;  its  steel  division  is  in  the 
grip  of  a  •5-month  strike,  which  has 
led  to  shootings  and  hijackings.  Be- 
cause of  this,  P&R,  too,  is  in  trouble. 
As  a  result,  Northwest's  consolidated 
statement  will  show  a  deficit  in  the 
first  quarter.  Recently,  too.  Northwest's 
battle  with  Union  Pacific  for  control 
of  the  Rock  Island  Railroad  has  been 
going  badly.  And  while  it  gave  North- 
west a  good  capital  gain,  Heineman's 
effort  to  grab  Home  Insurance  last 
\ear  failed.  So  did  an  attempted 
merger  with  Swift  &  Co.  This  hurt 
because  without  a  big  merger  North- 
west Industries'  sizable  taxshelter  is 
languishing. 

Goodrich  apparently  looked  like  an 
easy  victory.  Its  stock  sold  close  to 
book  value.  Its  earnings  record  was 
cyclical.  It  was  in  a  temptingly  liquid 
position — S600  million  in  equity  cap- 
ital, only  SL33  million  in  debt.  There 
were  no  big  blocks  of  stock  in  strong 
hands  to  stand  in  Heineman's  way. 

Heineman,  an  articulate,  intelligent 
man,  has  a  major  fault:  arrogance.  He 
assumed  that  Goodrich  management, 
out  there  in  Akron,  Ohio,  wouldn't 
be  a  match  for  him. 

Provincial,  Goodrich  management 
may  ha\e  been;  stupid,  it  was  not. 
"We  saw,"  says  Goodrich  Chaimian  J. 
\\'aid  Keener,  speaking  in  an  un- 
ruffled monotone,  "a  good  many  of 
our  friends  getting  into  situations  like 
this  and  we  didn't  figure  we  were 
immune.  We  prepared  a  manual  of 
measures  to  take  in  the  event  of  an 
undesired  and  unfriendly  move.  We 
began  taking  steps  in  June  1968." 

As  a  result,  Goodrich  did  not  panic 
when  Northwest  opened  its  barrage. 
It  did  not,  as  so  many  other  threatened 
big  companies  have  done,  run  for  a 
defensive  merger.  Instead  it  put  into 
effect  its  own  Operation  Repulse. 

First  step,  a  fast  telephone  call  to 
the  prestigious  New  York  law  firm  of 
White  &  Case.  The  firm  had  developed 
brilliant  defensive  tactics  to  help 
American    Broadcasting    Cos.    repulse 
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Meet  one  of  our  most 
important  customers. 


Tn  the  next  few  years,  her  world  will 
change  even  faster  than  she  does.  ( She 
may  be  watching  laser  3-D  color 
movies  before  she's  out  of  college.) 

At  TRW,  we  are  shaping  our  current 
involvement  in  electronics,  lasers  and 
holography  so  that  we  can  be  a  factor 
in  that  field  if  it  looks  profitable. 

Turning  advanced  concepts  into 
profitable  products  and  services  is 
a  specialty  of  ours. 

TR  W  ISC,  Cleveland,  Ohio — A  Diversified  Technology 
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Many  of  our  current  product  lines 
didn't  exist  five  years  ago.  And  many 
won't  be  around  five  years  from  now. 
That's  why  we  have  to  anticipate 
what  will  happen.  And  be  ready. 

Froni  new  developments  in  auto- 
mated control  systems  to  advances  in 
materials  technology,  our  scientis* 
and  engineers  arc  not  only  comni';.    . 
to  the  penetration  of  existing  growth 
markets,  they  are  also  getting  us 


ready  to  cash  in  on  the  future. 

TRW  is  a  S 1 .5-billion  company 
where  7,000  scientists  and  engineers, 
including  500  Ph.D.s  and  2%  of 
the  country's  physicists,  are  helping 
improve  the  known  and  probe 
the  unknown. 

TRW 


Company  Specializing  in  Products,  Synems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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Return  a  Hertz 
:ar  in  25  seconds 


or 


less. 


Ju.-l  write  the  mileage  in  the  space  iJiovided  on  your  rental  envelope. 


'"'^ 
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CBTl SYSTEM,  INC.,  i9es 


We  know  what  it's  like  to  stand  in  line. 

We  may  not  stand  in  line  at  Hertz 
counters,  like  you.  But  we've  served 
our  time  in  lines  at  airline  counters 
and  hotel  counters,  etc. 

And  it  is  this  knowledge  that  has 
led  us  to  the  invention  of  the  Express 
Check-in. 

If  you're  charging  one  of  our 
Fords  or  other  new  cars,  all  you  do  to 
return  it  is  write  the  mileage  in  the 
space  provided  on  the  rental  enve- 
lope-we'll  check  it  for  you  later.  Put 
the  keys  inside.  Throw  it  on  the  coun- 
ter or  give  it  to  an  attendant  and  run. 

The  whole  process  takes  about 
25  seconds  or  less.  Which  is 
very  important  if  your    ^_*.~ 
plane  happens  to  be  taking          Fzi 
off  in  25  seconds  or  less.       I 


The  biggest  should  do  more. 
It's  only  right. 
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As  I  See  it 


''Behind  the  rise  in 

the  price  of  art  is 

the  increase  in  income, 

education  and  luxury/' 


Peregrine  Pollett 


Parke-Bernet,  the  big  Manhattan  art  auction  house,  is  more  than  the  Tif- 
fany of  art  and  antiques:  It  is  something  like  the  New  York  Stock  Exchange 
as  well.  Prices  set  at  Parke-Bernet  auctions  influence  prices  throughout  the 
art  world— even  though  95%  of  all  sales  are  made  over-the-counter,  only 
5%  at  Parke-Bernet  and  other  auction  houses.  To  get  some  insights  into 
what  people  are  buying— and  why— FORBES  sent  Associate  Editor  Wayne 
Welch  and  Reporter  Suzanne  Fogelson  to  interview  Parke-Bernet  President 
Peregrine  Pollen.  Parke-Bernet  (the  final  "t"  is  pronounced)  is  owned  by 
Sotheby's  of  London,  the  largest  and  oldest  art  auction  house  in  the  world. 
In  1960  Sotheby's  had  almost  no  representation  in  America.  In  that 
year.  Peregrine  Pollen,  then  29,  was  sent  by  Sotheby's  to  New  York. 
Pollen,  educated  at  Eton  and  Oxford,  was  supposed  to  spend  12  months 
looking  for  art  to  be  auctioned  at  the  London  office.  His  chief  competitor: 
Parke-Bernet,  on  New  York's  upper  Madison  Avenue.  He  ended  by  buy- 
ing Parke-Bernet  for  Sotheby's.  Pollen  is  still  in  New  York,  and  he  is  now 
president  of  Parke-Bernet  as  well  as  a  partner  of  Sotheby's.  Since  then 
Parke-Bernet's  business  has  soared.  How  come?  "All  one  can  really  say," 
declares  Pollen,  "is  that  in  1964,  the  year  we  bought  them,  Parke-Bernet 
was  doing  a  smaller  volume  of  business  than  Sotheby's  New  York  off- 
shoot was  sending  back  to  London  for  sale." 


-1*^ 


Has  art  done  an  well  as  stocks  so  far 
as  appreciation  is  concerned? 

PoLLE.N:  The  Tinies-Sotlieby  Index, 
which  is  publi.shed  every  two  months, 
is  u  sort  of  DJI  of  art.  Its  components 
are  blue-chip  works  of  art,  and  the 
TSI  has  gone  up  quite  a  bit  faster 
than  the  DJI  [see  chart,  p.  58].  In  the 
very  sliort  run,  the  art  market  goes  up 
when  there  is  a  sharp  break  in  the 
stock  market.  Art,  I  beUeve,  becomes 
a  refuge  from  stocks.  Right  after  the 
1962  stock-market  slump,  the  price  of 
all  works  of  art  jumped  sharply.  But 
over  the  medium  run  art  follows  the 
general  trend  of  stocks.  In  the  de- 
cline two  years  ago,  for  example,  the 
art  market  went  up,  then  drifted  off 
'■  ith  slocks. 

WJiat  about  the  long  run? 

I'uLLEiV:  Well,  over  periods  of  many 
years,  art  in  general  has  been  one  of 
t' '      lust    investments    possible,     of 


course.  But  not  being  an  economist, 
wonder  whether  this  isn't  simply 
decline  in  the  value  of  money.  Tal< 
that  Rembrandt  you  see  over  there.  ] 
sold  for  $800,000  in  the  early  Tvvei 
ties.  We  sold  it  at  auction  in  1962  fc 
over  .S2  million.  But  $800,000  in  th 
year  1921  was  at  least  the  equivaler 
of  $2  million  today,  wasn't  it? 

At  least. 

Pollen:  But  I  also  know  that  ther 
is  much  more  behind  the  rise  in  th 
price  of  art.  It  is  directly  Hnked  to  th 
increase  in  income,  education  ani 
luxur\\  Buying  art  has  been  linked  t 
these  things  for  centuries.  Part  of  a 
English  gentleman's  education  sine 
the  18th  century  has  been  calling  in  a 
art  galleries.  Now,  of  course,  there  i 
a  great  increase  in  the  number  of  peo 
pie  who  can  do  such  things,  particu 
larly  in  American  paintings  and  fui 
niture.  Ten  years  ago,  Americans  \\  er 
very   oriented   toward   European   aii 
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El  Paso  Natural  Gas 
is  expanding  its  horizons 


Natural  gas  is  a  big  part  of  our  business— but  it's  only 
ne  part  of  our  business. 

In  1968,  El  Paso  Natural  Gas  Company  delivered  a 
3cord  1.67  trillion  cubic  feet  of  gas  to  customers  in  11 
'estern  states.  That's  equivalent  to  more  than  half  as 
luch  energy  as  was  supplied  last  year  by  all  the  investor- 
wned  electric  utilities  in  the  United  States  combined. 


For  a  copy  of 

El  Paso's  1968  Annual  Report, 
write:  El  Paso  Natural  Gas 
Company,  El  Paso,  Texas  79999 


And  even  more  gas  is  on  the  way.  We're  completing 
facilities  to  deliver  an  additional  310  million  cubic  feet 
per  day  to  California  and  the  Southwest.  On  top  of  that, 
we're  now  taking  steps  to  supply  another  280  million 
cubic  feet  per  day  to  these  growing  markets. 

But  that's  only  part  of  the  story. 

We've  expanded  our  activities  into  a  wide  variety  of 
non-regulated  fields— in  petrochemicals,  mining,  textiles, 
synthetic  fibers,  agricultural  chemicals,  wire  fabrication, 
plastics,  oil  and  gas  production,  and  the  industrial  uses 
of  nuclear  explosives. 

In  1968,  our  sales  reached  a  new  high  of  $821  million 
—with  almost  36  per  cent  of  revenues  derived  from  non- 
regulated  ventures.  Earnings  were  $40  million,  up  more 
than  $4  million  from  a  year  earlier. 

Write  us,  for  the  story  of  groundwork  laid  during  1968 
for  more  growth  in  1969  and  future  years. 


EL  PASO  NATURAL  6ASi  J  COMPANY 


Uncovered.  Parke-Bernei  often 
finds  valuable  works  in  unlikely 
places.  The  Cezanne  landscape 
above,  and  fhe  Corot  figure  study 
below  were  both  found  in  mid- 
western  homes.  The  Cezanne, 
which  Parke-Bernei  found  leaning 
againsi  a  wall,  hardly  insured,  sold 
for  $800,000.  The  Coraf,  found 
hanging  alongside  reproductions, 
was  discovered  to  be  of  high  im- 
portance. Such  items  as  the  Picasso 
sculpture  ai  left  are  easier  to  come 
by,  but  they,  too,  are  riang  in  price. 


This  orientation  It  ^  bc:^  Aarply  re- 
versed. Americans  no  iooger  down- 
grade tilings  American.  On  the  con- 
tran'.  There  is  nou'  an  enonnous  in- 
terest in  American  fnnutuie  and 
paintings.  We  rec-ently  aoctioned  an 
American  chair  in^ired  b>'  a  Chip- 
pendale design  for  dgbt  to  ten  times 
as  much  as  an  original  Chippendale 
cJiair  would  have  brought.  The  night 
before  last,  we  had  a  sale  of  Ameri- 
can painiings  in  which  a  portrait 
inspired  by  the  British  portraitist 
Raebum  fetched  four  times  \%iiat  it 
would  have  if  it  had  actoaOy  been  a 
Raebum. 

For  copied 

Pollen:  I  didn't  say  copies.  I  said 
these  works  were  inspired  by  British 
works.  That's  not  surprising,  since  col- 
lecting has  been  a  hobby  in  England 
since  the  17th  century.  American 
artists  were  inspired  by  English  artists 
and  collectors.  By  and  large,  the 
fjiglish  have  continued  to  buy  old 
masters  and  their  prices  have  always 
remained  high.  Since  the  beginning 
of  this  centur>',  howe\'er,  American 
collectors  have  been  the  most  ag- 
gressive, the  richest  and  the  most  in- 
novative. Their  interest  has  swung  to 
.\merican  art,  and  with  all  die  young 
-American  ctjUectors  and  a  spirit  of 
cbau\'inism,  it  has  created  a  sharp 
upward  trend  in  value. 

Hoic  real  are  thae  priced  Can't  a 
fete  collectors  manipulate  the  market 
in  a  given  area? 

PoLLEx:  I  suppose  you  could  use  the 
\i'ord  "manipulate,"  but  it  reaDy  isn't 
quite  accurate.  What  really  happens  is 
that  a  few  coUec-tors  simply  take  a 
fancy  to  the  same  things.  One  man 
alone  can  do  it.  Let  me  give  you  an 
example.  The  late  Lord  Beaverbrook 
was  a  Canadian,  and  be  began  to 
take  an  interest  in  19th  century 
Canadian  art  One  of  the  artists  was 
Krie^ioff,  whose  paintings  were  Utile 
known  outside  Canada.  But  Beaver- 
brook's  bu>ing  made  diem  very 
valuable. 

Did  the  bottom  fall  out  of  the 
Kric'slioff  market  when  Lord  Beacer- 
brook  died? 

Pollen:  Not  at  alL  Because  Beaver- 
brook had  become  interested  in  them, 
others  did,  too.  Bea\  erbrook's  Krieg- 
hcfis,  in  fact,  are  now  hanging  in  the 
Beaverbrook  Museum  in  Fredericton, 
Canada.  Again,  it  was  partly  chau- 
Ninism. 

But  if  American  collectors  become 
more  sophisticaied  and  less  chauvin- 
istic, then  all  these  skyrocketing  Amer- 
ican works  of  art  will  fall  in  price. 
(Continued  on  page  57) 
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(Contimu'd  from  page  52) 

PoLLEX:  Theoretically,  yes,  but  I 
doubt  it  will  happen.  For  one  thing, 
it  is  such  a  new  trend.  For  another, 
there  are  so  many  \oung  American 
collectors  coming  into  the  market. 

Are  they  all  expecting  to  make  a 
killing? 

PoLLEX:  I'm  sure  that  there  is  an  ele- 
ment of  investment  bu>ing,  but  not  a 
great  deal.  Remember,  a  work  of  art 
produces  absolutely  no  income.  It  can 
only  produce  capital  gains. 

So  much  the  better,  considering  our 
lux  structure. 

PoLLEx:  Well,  that's  true,  but  I  seri- 
ousK  doubt  if  the  growth  in  collecting 
is  simply  a  desire  for  capital  gains.  A 
growing  interest  in  various  kinds  of 
art  is  far  the  most  important  factor. 
Take  primitive  African  art.  In  the  last 
ten  years,  interest  has  grown  tremen- 
dously and  we're  now  having  about 
eight  sales  a  >ear  of  .\frican  art.  Much 
of  this  interest  is  due  to  travel  and 
education.  It  is  also  caused  by  the  fact 
that  popular  20th  century  artists 
such  as  Picasso  and  Modigliani  and 
Lipchitz  were  inspired  by  African  art. 
Because  of  them.  African  art  became 
canonized. 

W/it'n  you  talk  about  education, 
travel  and  fasliion,  you're  not  talking 
about  such  great  collectors  as,  say, 
Robert  Lehman,  arc  you? 

PoLLEX:  No,  you  have  to  distinguish 
between  one-generation  collectors  and 
dNTiastic  collectors.  D\  nastic  collectors 
are  rare  in  this  country.  In  England 
the  collection  grows  through  the  gene- 
rations, and  \ou  sell  only  when  >ou 
have  to.  In  this  countr\',  people  on  the 
average  don't  even  live  in  the  same 
house  for  more  than  six  years.  They 
sell  what  the\  inlierit,  and  thfn  '^tait 
afresh. 

What  is  th(  first  tcork  of  art  a  hud- 
ding  collector  is  likely  to  buy? 

PoLLEX:  First,  it's  paintings,  followed 
by  furniture.  But  I  think  that's  chang- 
ing. Furniture  is  now  becoming  the 
first  purchase.  Most  modem  furniture 
is  based  on  old  designs,  and  it's  more 
e.xpensive  than  the  original.  Young 
married  people  are  discovering  that 
they  go  to  a  department  store  and  buy 
a  new  piece  of  furniture,  pay  S500  to 
S600.  bring  it  home  and  it's  worth 
S200.  They  find  that  they  can  buy  an 
original  piece  at  auction  for  $400. 
When  they  take  it  home,  it's  still 
worth  S400,  and  in  ten  years  it  may  , 
be  worth  81,000. 

More  and  more  people  are  buying 
things  that  cost  a  few  hundred  or  a 


Top  Dollar.  Rembrandt's 
famed  "Aristotle  Contemplat- 
ing the  Bust  of  Homer"  was 
bought  by  New  York's  Metro- 
politan Museum  for  a  record 
$2.3  million;  the  Chippendale 
highboy  below  brought  $60,- 
000  at  a  Parke-Bernet  auction. 


few  thousand  dollars,  and  items  in  this 
price  range  are  rising  in  price  very 
(juickly.  Prints  themselves  have  gone 
way  up.  \'ery  few  people  can  afford 
to  bu\  old  masters,  but  many  people 
can  buy  a  Rembrandt  engraving.  For 
the  same  reason,  there  has  been  a 
tremendous  increase  in  the  price  of 
sculpture.  Picasso  sculptures  have 
gone  up  faster  than  Picasso  paintings. 
That  is  because  people  who  couldn't 
afford  his  paintings  began  to  bid  up 
his  sculptures  which,  because  there 
ma>  be  many  castings  of  each  one, 
do  not  have  the  same  uniqueness 
that  a  painting  has. 

Is  there  a  middle  ground  between 
young  collectors  and  dynastic  collec- 
tors? 

Pollen:  The  middle  ground  is  young 
collectors  with  lots  of  mone\'.  You'd 
be  amazed.  Every  time  we  have  a 
major  sale,  some  couple  or  other  from 
out-of-town,  whom  we've  never  heard 
of,  will  show  up  and  spend  S  150,000. 

What  are  these  rich  young  collectors 
buying? 

Pollen:  They're  buying  the  work  of 
important  artists.  School  of  Paris  or 
Post-Impressionists.  And  they're  buy- 
ing   contemporary    paintings,    which 
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WHO  NEEDS  STOCKS? 

The  Times-Sotheby  Indexes  seek  to  do  for  art  what  the 
DJI  does  for  stocks.  Below  are  three  categories  of  art 
that  have  handily  outperformed  the  DJI  in  the  Sixties^ 
All  Indexes  have  been  revised  on  the  basis  of  1960 
equalling  100. 


are  rising  rapidly  in  value. 

Are  many  of  these  people  simply 
tU'Coratin"  iheir  Itouses? 


Pollen:  Many  of  them  start  by  dec- 
orating their  houses,  but  then  they 
bec-ome  seduced.  They  want  to  trade 
their  third-rate  such-and-such  for  a 
sec-ond-rate  one,  and  then  a  first-rate 
one.  Art  is  becoming  a  part  of  life  in 
America  toda\.  The  arts  are  comine 
together.  A  person  comes  back  from 


an  Ingmar  Bergman  moMC  and  he 
wants  to  go  home  to  an  en\'ironment 
that  includes  all  branches  of  art.  It's 
all  one  with  experimental  films,  hap- 
penings, and  furnishings.  The  divi- 
sions are  becoming  blurred. 

Americans  are  now  being  exposed 
to  art  at  a  very  earh'  age.  I'm  not 
talldng  about  New  York.  There  are 
fine  provincial  museums  everywhere 
in  America.  This,  incidentally,  is  an- 
other factor  in  the  market.  These 
museums  are  voracious,  and  are  tak- 


ing large  amounts  of  art  off  the  market 
— for  good. 

Do  you  ever  give  tips  on  art? 

Pollen:  You  can't  give  tips  as  you 
can  on  the  races  or  the  stock  market. 
My  own  feeling  is  that  you  can  buy  a 
first  class  15th  century  Siennese  paint- 
ing for  the  same  price  as  a  not-very- 
attractive  Renoir.  Renoir  is  fashion- 
able and  15th  century  Siennese  paint- 
ings are  not  ver>'  fashionable  in  this 
coiintry. 

I  would  bu>'  the  latter. 

On  Wall  Street,  you  would  be 
knoivn  as  a  contrary-opinion  man. 

Pollen:  There  have  been  vast  fluc- 
tuations in  prices  over  the  years.  For 
example,  Rosa  Bonheur's  Horse  Fair 
was  sold  for  a  ven."  high  price  but  it 
is  now  out  of  fashion  and  probably 
worth  very  much  less.  Some  people, 
like  the  great  American  collector  John 
Quinn,  can  recognize  quality  and  as- 
semble inexpensive  paintings  that  turn 
out  to  be  great  collections.  Others  lose 
their  heads,  follow  the  fashions  too 
much  and  now  have  paintings  that 
are  worth  one-fourth  what  they  were. 

You've  talked  about  demand.  What 
about  supply?  Has  the  boom  in  Amer- 
ican art,  for  example,  made  treasure 
troves  of  many  attics? 

Pollen:  Indeed.  Many  pieces  of  fur- 
niture that  were  worthless  are  now 
valuable.  And  the  whole  increase  in 
prices  has  brought  works  of  art  out 
into  the  open.  You  wouldn't  believe 
what  is  lying  around  this  countr>', 
often  in  a  home  in  the  Midwest.  That 
Cezanne  landsc-ape  over  there — the 
owner  sent  us  a  picture  and  we  went 
to  \Tsit  him.  There  it  was,  leaning  up 
against  a  wall,  hardly  insured.  We 
sold  it  for  him  for  8800,000.  That 
Corot  over  there  belonged  to  a  family 
in  the  Midwest,  who  had  inherited 
it.  We  found  it  hung  in  a  one-stor>- 
house,  alongside  some  reproductions. 
It  was  the  most  important  Corot  fig- 
ure study  in  private  hands  in  America. 

Do  you  realize  that  you  frighten  a 
lot  of  people?  They  see  all  those  Rolls- 
Royces  parked  in  front  of  Parke-Bernet 
and  they  slink  away.  They'd  like  to 
buy  from  you,  but  they  remember 
what  some  snooty  headwaiter  did  to 
them  .somewhere. 

Pollen:  Well,  I  guess  that  is  faulty- 
public  relations  on  my  part.  You  can 
come  to  our  exhibitions  and  sales  for 
nothing,  and  they  are  open  to  ever>'- 
one.  Nobody  need  feel  uncomfortable. 
After  all,  the  average  value  of  a  lot 
sold  at  Parke-Bernet  is  only  8200.  ■ 
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Sundstrand's  Jet-Assisted  Takeoff 

Sundstrand  knew  just  how  it  wanted  to  diversify.  It 
still  does.  But  the  current  takeover  wave  has  made 
it  play  the  game  a  good  deal  faster  than  it  would  like. 


In  the  case  book  of  successful  diver- 
sification, Sundstrand  Corp.  of  Rock- 
ford,  111.  is  a  shining  example.  Like 
many  another  veteran  machine-tool 
maker,  it  was  experienced  and  highly 
competent  in  the  building  of  metal - 
working  machines.  But  unlike  most 
others,  it  found  a  wa\-  to  employ  that 
skill  in  an  important  new  market. 

The  deWce  it  chose  was  a  jet-engine 
accessory  called  a  constant-speed 
drive  (CSD).  In  use,  a  jet  engine 
varies  gready  in  power  output;  but 
the  power  needed  to  run  the  plane's 
contro  landing  gear,  electrical  sys- 
tem ;  .id  the  like  is  fairly  constant. 
The  CSD  takes  the  necessary  auxili- 
ary power  from  the  jet  engine  regard- 
less of  the  engine's  total  output. 

Sundstrand  invaded  the  field  in 
the  teeth  of  competition  from  some 
of  the  biggest  companies  around, 
and  it  virtually  swept  the  field.  To- 
day nearly  every  U.S. -built  jet  en- 
gine uses  a  Sundstrand  CSD;  and 
since  it  is  also  designed  into  the 
next  generation  of  jet  craft,  both  sub- 
sonic and  supersonic,  Sundstrand 
should  be  set  well  into  the  Seventies. 

It's  Hard  To  Repeat 

The  CSD  enabled  an  essentially 
small  (sales  around  SIO  million)  ma- 
chine-tool company  to  lift  itself  up  to 
near  $8()  million  in  sales  and  close  to 
S3. 7  million  in  earnings  by  the  late 
1950s  and  early  196()s;  but  it  also 
caused  the  company  to  be  faced  soon 
with  the  necessity  of  doing  the  same 
thing  over  again.  "In  1963  or  1964," 
says  Chairman  Bruce  F.  Olson,  52, 
"we  began  to  realize  that  no  matter 
how  go<jd  our  product  was,  if  Boeing 
wanted  6()0  CSDs,  that  was  it.  We 
weren't  like  W'rigley  chewing  gum: 
We  couldn't  create  larger  markets  for 
our  existing  products.  And  even 
though  the  CSD  had  a  30%  replace- 
ment market,  we  saw  sales  eventually 
leveling  off.  We  needed  to  diversifv . ' 

But  not  just  anywhere.  Explains 
Olson,  "We're  not  going  to  acquire  an 
umbrella  factory  tomorrow,  but  our 
knowledge  can  be  useful  in  many 
other  areas.  The  way  we've  grown 
thus  far  is  either  to  penetrate  a  seg- 
ment of  a  market  that  we're  already 
in  or  go  into  a  new  market  by  acqui- 
sition or  developing  a  new  product. " 

This,  at  any  rate,  is  the  way  Sund- 
strand began  Phase  II  of  its  diversi^ 
fication.  Avoiding  acquisitions,  it  be- 
gan to  develop  and  gradually  to  mar- 
ket hydraulic  and  hydrostatic   trans- 
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missions  for  trucks  and  off-the-road 
vehicles.  But  the  company's  very  suc- 
cess (earnings  per  share  doubled  in 
the  two  years  through  1966),  coin- 
ciding with  ever-increasing  takeover 
activity  by  the  burgeoning  conglom- 
erates, soon  put  Sundstrand  in  a 
vulnerable  situation.  Here  was  a  com- 
pany that,  as  1967  began,  was  earn- 
ing some  16%  on  equity;  that  could 
be  promoted  as  a  comer  in  automa- 
tion and  aerospace;  but  that  sold  for 
little  more  than  ten  times  earnings. 

To  lessen  the  danger  of  being  ac- 
quired, Sundstrand  launched  into  a 
whirlwind  acquisition  campaign  of  its 
own.  True,  it  did  not  follow  the  con- 
glomerate pattern,  preferring  to  buy 
in  fields  about  which  it  knew  some- 
thing. But  it  certainly  bought  a  good 
deal  faster  than  it  otherwise  might 
have  done,  and  sometimes  to  its  re- 
gret. Its  1967  acquisition  of  Howard 
Foundry  ($17-million  sales),  bought 
largely  to  supply  light-weight  castings 
to  Sundstrand,  supplied  painful 
proof,  in  Ol.son's  words,  "that  you  also 
have  to  acquire  management  and,  even 
more  important,  management  loyalty." 

Not  all  of  Sundstrand's  acquisitions 
carried  such  unpleasant  surprises. 
United  Controls,  a  $25-million  (sales) 
maker  of  aircraft  and  missile  control 
systems  bought  the  same  year  as 
Howard,  has  paid  off  nicely,  as  has 
Rudy  Manufacturing,  a  $22-million 
to  $25-million  producer  of  refrigera- 
tion     condensers     and     evaporators. 

O/son  of  Sundstrand 


Sundstrand  is  n.)w  (■•ca'^ed  in  ab- 
sorbing its  latest  and  largest  acquisi- 
tion, Falk  Corp.  ( 1967  earnings  of  $4.4 
million  on  $67  million  in  sales).  Falk's 
products — gears,  gear  drives  and  the 
like — take  just  Sundstrand's  kind  of 
knowhow. 

Its  recent  acquisitions  give  Sund- 
strand a  nice  product  spread.  Last 
year  an  estimated  17%  of  its  $240- 
million  in  sales  and  23%  of  its  $13 
million  in  earnings  (about  $3  a  share) 
came  from  machine  tools,  where  its 
hottest  product  now  is  its  Omni-Mill 
numerically  controlled  machining  sys- 
tem. About  50%  of  sales  and  54%  of 
earnings  came  from  aerospace  and 
defense,  and  the  rest  from  such  items 
as  transmissions  for  trucks  and  off- 
the-road  vehicles.  To  this  Falk  will 
add  some  $65  million  in  1969. 

Too  Far,   Too  Fast? 

But  to  reach  this  point  Sundstrand 
has  had  to  roughly  double  its  size, 
mainly  by  acquisition,  in  only  a  couple 
of  years,  and  it  has  bid  hastily  enough 
to  miss  some  acquisitions  it  sought 
(Standard  Kollsman,  for  example). 
Why?  Because  Olson  believes  one 
way  to  avoid  a  takeover  is  to  leave  no 
swag  around  to  tempt  a  raider:  By 
using  up  every  cent  of  spare  cash  and 
leaving  the  company  borrowed  up  to 
the  hilt  (it  ended  1968  with  a  1:2 
debt/equity  ratio),  he  leaves  .slim 
pickings  for  a  takeover  artist.  And 
anyone  still  tempted  to  take  a  shot 
at  Sundstrand  for  its  operating  talents 
would  soon  come  to  the  same  conclu- 
sion one  Wall  Street  investment 
banker  arrived  at:  "Its  greatest  assets 
are  its  intangibles — its  management 
and  engineers — and  they  could  pack 
their  bags  and   leave   tomorrow." 

This  strategy  has  also  rendered  the 
company  less  vulnerable  to  takeover 
for  other  reasons.  The  acquisitions 
themselves  helped  give  Sundstrand  a 
14%  compounded  earnings  growth  per 
share  since  1963;  while  the  borrow- 
ings to  make  them  helped  hft  its  re- 
turn on  equity  last  year  to  nearly 
18%  (a  bit  less  allowing  for  dilution 
from  conversions  and  options).  The 
result  has  been  that  Sundstrand's 
stock,  which  generally  sold  in  the 
20s  in  1966,  has  been  above  60  for 
most  of  the  past  two  years.  It  sold 
recently  at  some  22  times  earnings, 
high  enough  to  discourage  all  .save  the 
most  reckless  takeover  artist. 

But  however  successful  the  strategy 
was  in  foiling  any  potential  takeover, 
the  fact  remains  that  it  also  forced 
the  company  to  drop  its  old  practice 
of  expansion  from  within,  and  to  go 
faster  and  further  afield  than  it  had 
intended.  Will  it  also  result  in  abetter 
company  from  an  operating  stand- 
point? That  remains  to  be  proved.  ■ 
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If  your  Far  East  export-import 
shipments  are  going  through 
California  these  days,  they're  going 
the  long,  time-consuming  way. 

Take  a  look  at  the  map. 

It  shows  that  the  shortcut  route  from 
mid-America  to  Japan  and  the  Orient 
is  through  the  Pacific  Northwest  ports 
in  Washington  and  Oregon.  Then  via 
the  Great  Circle  Route  to  the  Orient. 

Transit  time  is  days  shorter  than 
through  East  Coast  ports,  Gulf  ports 
or  California  ports.  There  are 
fewer  rail  miles  to  cover.  The  steamship 
routes  are  shorter. 

And  the  NP  has  an  office  in  Tokyo 
to  offer  on-the-spot  service  and 
coordination  of  your  shipments  to 
and  from  the  Far  East. 

For  more  information  on 
export-import  savings,  contact 
E.  M.  Stevenson,  V. P. -Traffic, 
Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101. 
Or  phone  612-222-7773. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


Where 

does 

your 

state 

rank? 


All  50  states  have  been 
compared  on  nine  social- 
economic-political  criteria 
in  an  independent  study 
conducted  by  Midwest 
Research  Institute, 
Kansas  City. 

The  results  are  analyzed  in 
our  informative  booklet 
"The  Quality  of  Life  in 

Minnesota." 

Write  for  your  free  copy: 

C.  M.Towle  Suite  80:^ 

Dept.  of  Economic  Deveiupment 

57  West  Seventh  Street 

St.  Paul,  Minn.  55102 

niinnesota! 

10,000  LAKES 


Wrong  Reason,  Right  Results 

As  it  turned  out,  Pitney-Bowes  didn't  have  to  diversify  to 
keepgrowing.  But  it's  a  better  company  for  having  done  so. 


EiCHT  YEARS  AGO,  Pitne>'-Bo\ve.s  of 
Stamford,  Conn,  was  sitting  pretty 
indeed.  Though  sniaU  (•'S76.1-million 
sales),  it  liad  a  near-monopoly  in  its 
busines.s — postage  meters.  It  earned 
nearly  18%  on  equity,  and  its  stock 
sold  as  high  as  46  times  earnings. 
A  typical  baby-blue-chip  compan\-, 
seemingK'  without  a  worry. 

But  P-H  foresaw  a  problem:  Post- 
age machines  and  related  mailing  ma- 
chines were  its  only  products.  "We 
weren't  absolutely  sure  we  could  con- 
tinue to  grow  at  the  same  speed," 
President  John  O.  Nicklis  recalls.  "We 
also  had  the  antitrust  decree  [which 
opened  up  Pitney-Bowes'  postage- 
meter  patents  to  competitors]." 

So  the  company  slowly  began  to 
spread  out,  sticking  mainly  to  office 
equipment  where  its  crack  sales  force 
was  at  home.  In  1961  it  bought  West 
Germany's  Adrema,  a  maker  of  ad- 
dresser-printer equipment  that  it  be- 
gan marketing  in  the  U.S.  in  1962. 
In  1966  Nicklis  took  a  flyer  in  the 
highly  competitive  desk-top  copier 
market.  Then  last  year  he  stepped  up 
the  pace,  buying  Monarch  Marking 
Systems,  a  $.33-mi]Iion-sales  maker  of 
price  tags,  labels  and  price-marking 
devices,  and  Malco  Plastics,  a  small 
producer  of  plastic  credit  cards. 

This  diversification,  however,  wasn't 
wholly  a  cinch.  Pitney-Bowes'  1968 
sales,  for  example,  were  up  60%  since 
1965;  but  earnings  were  up  only  21%, 
return  on  equity  fell  to   15%  and  its 


Legal  Aid.  The  Government  forces 
John  Nicklis  (right)  to  rent,  not 
sell,  P-B's  postage  meters  (below). 
But  no  problem— renting  is  far 
more    profitable     in     the    long     run. 
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profit  margin  on  sales  sagged  from 
S-'i  in   1965  to  7f. 

The  reasons  were  obvious.  The  new 
copier  business  lost  close  to  SI  million 
before  taxes  in  1967.  A  new  ad- 
dresser-printer plant  in  West  Ger- 
many was  slow  to  fill  up  to  capacity. 
To  finance  its  expansion,  the  com- 
pany doubled  its  long-term  debt  be- 
tween 1966  and  1968  to  834.5  mil- 
lion, and  in  1967  it  sold  S12  million 
worth  of  conxertible  preferred  stock. 
The  increased  debt  service  and  the 
preferred  dividends  ate  into  common- 
stock  profits. 

No  Longer  Alone 

Most  important,  howe\er,  Pitney- 
Bowes  was  getting  into  highly  com- 
petitive businesses  where  it  couldn't 
hope  for  the  profit  margins  it  enjoys 
in  postage  meters.  "It's  almost  axio- 
matic that  a  successful  one-product 
company  can  get  better  margins  than 
a  broadly  diversified  one, "  sa\s  Nick- 
lis.  "It's  pretty  hard  to  get  into  a 
noncompetitive  business. " 

Ironically,  during  all  this  diversi- 
fication there  was  no  letup  in  the 
growth  of  the  postage-meter  business, 
where  P-B  still  has  about  90'^  of  the 
market.  "It  was  up  14'^  last  year,  and 
the  increase  this  year  will  be  even 
better, "  Nicklis  says.  "Now  we've  got 
aggressi\e  competition  [notably  from 
Singer  s  Friden  division]  and  they  seem 
to  be  growing  well,  but  so  are  we." 

Nicklis  can  talk  with  confidence  be- 
cause many  of  his  problems  now  are 
behind  him.  The  once-troublesome 
foreign  operation  turned  around  in 
1968,  earning  $1.3  million  vs.  $361,- 

000  in  1967.  "We  did  not  lose  a  lot 
of  money  last  year  on  our  copier  busi- 
ness," adds  Nicklis,  "which  was  al- 
most three  times  what  it  was  in  1967. 

1  hope  we'll  make  a  profit  for  1969, 
and  after  that  I  don't  think  there's 
an\  (juestion  that  we're  going  to  be 
a  1  actor."  The  result  of  all  this  was 
a  15.2'^  earnings  gain  to  $2.50  per 
share  last  year  on  IH.2%  higher  sales 
of   $220   million. 

Was  diversification,  then,  neces- 
sary? "We  might  say  the  pressure  to 
diversify  really  wasn't  there,"  Nicklis 
says.  "But  I'm  not  the  least  bit  sorry, 
because  I  think  it  was  the  right  move 
anyway.  I  don  t  know  of  anv  business 
that  has  stayed  with  its  original  prod- 
uct and  risked  all  the  problems  that 
go  with  a   one-product   company." 

\\'hether  it  was  necessary  or  not, 
however,  Nicklis  has  certainly  accom- 
plished what  he  set  out  to  do.  He  has 
reduced  postage-meter  and  other  mail- 
ing machines  to  53?  of  P-B's  sales;  and, 
after  spreading  his  stockholders'  risk, 
he  has  gotten  their  earnings  rising 
again.  What  more  could  they  ask?  ■ 
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''We  were  talking  about  gtowth  stocks 
and  the  name  Hentz  came  upV 


H.  Hentz  &  Co.  •  72  Wall  St.  •  Founded  1856  •  Members  New  York  Stock  Exchange  •  Offices  in  Principal  Cities 


This  announcemeul  ii  neither  an  ofjer  lo  sell  nor  a  solicitiilion  oj  an  offer  to  buy  any  of  these  shares. 
The  offer  is  nude  only  by  the  Prosjiecliis. 


Not  a  New  Issue 


Maah  18,  1969 


2,497,268  Shares 

Benguet  Consolidated,  Inc. 


Common  Stock 

(Par  Value  3  Philippine  Pesos) 


Price  ^15.125  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  only  in  states  irhere  the  underi 
signed  may  legally  offer  these  securities   in  compliance  with  the  securities  laws  thereof. 


qAllen  &  Company 

INCORPORATED 
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New  Spice 

H.  J.  Heinz,    whose   earnings  looked  pretty   tasteless   for  many 
years,   is  putting  some   spice   in   the   formula    these  days. 


Were  it  not  ior  llie  Heinz  family's 
near  50%  control,  H.J.  Heinz  Co.  Presi- 
dent R.  Burt  Gookin  would  be  worried 
about  a  takeover.  The  Pittsburgh  food 
company's  current  price  earnings  ratio 
of  15  to  1  is  better  than  It  used  to 
be,  but  is  still  several  notches  below 
that  of  every  other  major  food  pro- 
cessor. "Let's  face  it.  We  would  be  a 
great  bargain  to  anybody  who  could 
get  us,"  Gookin  says.  "Fortunateh , 
tlie  Heinz  holdings  give  us  the  free- 
dom we  need. " 

The  Heinz  family  indeed  protected 
the  company  trom  the  wolves.  But 
the  family  needed  help  from  the  out- 
side. In  the  long  run  the  family's  will- 
ingness to  share  the  operating  direc- 
tion of  the  company  will  probably  be 
more  important  m  keephig  H.J.  Heinz 
healthy  and  independent.  In  1966 
Burt  Gookin  became  president,  the 
first  non-Heinz  chief  executive  officer 
in  history.  Henry  J.  Heinz  II  began 
withdrawing  from  the  day-to-da\- 
operations  of  the  company  by  giving 
up  the  title  of  chief  executive.  And 
since  then  things  have  been  looking 
up  for  the  company. 

Pre-Gookin,  the  company  had 
changed  little  since  it  was  founded 
in  1869  by  the  grandfather  of  today's 
Ghairman  Henry  Heinz.  At  home,  the 
company's  soups,  ketchups  and  bab>' 
foods  were  all  slipping.  Its  sales 
force  was  still  oriented  to  the  small 
family-owned  and  -operated  grocer\' 
store.  Heinz  made  little  effort  to  pro- 
duce new  products  and  paid  less  at- 
tention than  it  should  have  to  its  ad- 
vertising. "We  weren't  spending 
enough  money  or  energy  on  marketing 
either  our  existing  products  or  in  de- 
veloping new  ones,"  Gookin  says. 

No  wonder  Heinz  was  losing  market 
share  to  the  Campbell  juggernaut  in 
almost  all  its  product  categories.  The 
bottom  was  touched  in  1963  when 
earnings  fell  12%  despite  a  sales  hike 
of  24%  to  $488  million.  Heinz  suffered 
a  costly  strike  that  year,  but  its  basic 
problem  was  that  the  company's 
domestic  opeiation  was  in  serious 
trouble.  In  fact,  Heinz  was  being 
carried  by  its  foreign  operations, 
which  were  contributing  close  to  85'f 
of  its  profits  on  about  half  its  sairs. 

Five-Year  Plan 

When  he  became  executive  vice 
president  in  1964  Gookin  prescribed 
a  complete  overhaul,  especially  in 
marketing  and  distribution,  with  him- 
self  in    charge.    Henry    Heinz,   chair- 


man, gave  him  free  rein,  and  Gookin 
set  to  work.  He  raided  Procter  & 
Gamble  and  General  Foods,  lured  a 
new  marketing  department  tor  Heinz 
to  Pittsburgh.  He  set  about  retraining 
Heinz'  900-man  sales  force. 

The  reorganization,  begun  five 
\ears  ago,  is  only  now  being  com- 
pleted. Last  month  Gookin  put  the 
final  touches  on  a  new  corporate  struc- 
ture, setting  up  three  line  divisions 
(Europe,  North  America  and  Latin- 
America-Pacific)  and  three  staff  di\'i- 
sions,  each  headed  by  a  senior  vice 
president  answering  individually  to 
Gookin. 

The  most  urgent  task  of  Gookin's 
new  team  was  rebuilding  the  com- 
pany's soup  and  ketchup  businesses. 


Gookin's  Gherkins.  Heinz 
President  Burf  Gookin  claims 
to  be  the  biggest  pickle- 
packer  in  the  U.S.  Even  so, 
he  says  that  a  brand  loyalty 
for  pickles  has  eluded  every- 
one in  the  industry.  To  make 
Heinz  pickles  stand  out  more, 
Gookin  now  sells  them  in 
barrel-shaped       glass       jars. 


In  ketchup,  Heinz'  share  of  the  mar- 
ket had  dropped  from  30%  to  around 
25%  as  the  competition  brought  out 
different  flavors  of  ketchup.  Heinz 
countered  by  introducing  new  bottle 
shapes,  backed  by  a  smart  new  ad 
campaign  from  Doyle  Dane  Bernbach. 
Heinz'  share  of  the  ketchup  market 
is  now  back  to  around  35%. 

hrsoup,  Heinz  finally  accepted  the 
unpalatable  but  undeniable  fact  that 
it  had  lost  the  battle  with  Campbell 
to  be  the  big  brand  in  the  condensed- 
soup  market.  Campbell  had  enjoyed 
over  80%  of  that  market  for  years  and 
was  just  about  invulnerable.  Recogniz- 
ing the  futility  of  attacking  Campbell 
head-on  enabled  Heinz  to  pay  more 
intelligent  attention  to  Campbell's 
flanks,  mainly  in  the  market  for 
higher-priced,  higher-quality,  uncon- 
densed  soups. 

Heinz'  major  contender  in  this  new 
market  is  its  Great  American  line  of 
undiluted  soups  that  cost  six  cents 
more  per  can.  Meantime,  to  keep  its 
plants  operating,  Heinz  has  ventured 
successfully  into  the  private-label 
market  for  condensed  soups.  Heinz 
also  introduced  new  marketing  pro- 
grams for  its  two  major  acquisitions, 
Star-Kist  Foods  and  Ore-Ida  Foods, 
processors  of  tuna  and  potato  prod- 
ucts,  respectively. 

The  fruits  of  Gookin's  efforts  are 
already  visible.  For  years,  Heinz  has 
been  at  least  a  third  lower  than  Camp- 
bell in  retuiTi  on  equity.  But  from  a 
low  of  8%  in  1962,  Heinz'  return  has 
gradually  risen  to  last  year's  12.2%, 
slightly  better  than  Campbell's. 

If  You're   So  Smart   .  .   . 

All  of  which  prompts  Gookin  to 
say,  "We've  turned  the  company 
around  in  the  past  five  years  and 
we've  laid  the  groundwork  for  further 
improvement.  We  are  now  planning 
on  $1  billion  in  sales  by  1972  [vs. 
$734  million  last  fiscal  year]  ex- 
cluding any  major  acquisitions,  and 
profits  will  grow  even  faster." 

If  the  company  is  doing  so  well, 
why  does  it  still  have  one  of  the 
lowest  price/earnings  multiples  in  its 
industry?  Gookin  speculates  that  it 
may  be  because  of  Heinz'  biggest 
subsidiary — the  one  in  England  that 
contributes  $163  million  a  year  in 
sales  and  over  $10  million  in  earnings. 
"It  may  be  that  investors  are  worried 
about  another  devaluation  and  feel 
we  are  too  dependent  on  our  British 
company,"  he  says.  "But  we've  been 
through  two  major  devaluations  over 
there  and  still  have  reported  nothing 
but  increased  market  shares,  increased 
profits  and  steady  growth.  Last  year's 
devaluation  only  cost  us  12  cents  a 
share."  ■ 


64 


FORBES,  APRIL  15,  1969 


Long  Road  Home 

Look  how  far  Charter  New  York,  one  of  the  last 
of  New  York's  wholesale  banks,  has  come  in  just 
a  few  years— and  how  far  it  still  has  to  go. 


In  1967  Charter  New  York  Corp., 
94/f  of  whose  assets  consist  of  New 
York's  seventli-Iargest  bank,  Irving 
Trust  Co.,  showed  the  best  operating 
eumings  gain  (12.8!^)  of  any  big  New 
York  bank.  It  led  again  in  1968.  with 
15.4'i.  A  great  performance?  It  de- 
pends on  how  \ou  evaluate  this  little 
bit  of  history. 

As  the  decade  of  the  Fifties  ended, 
Irving  Trust  was  beginning  to  look 
hopelessly  out  of  date.  It  had  long 
been  apparent  that  the  future  be- 
longed to  the  retail-minded  bank  that 
c-ould  do  business  with  the  small 
man;  the  once  lordl>  wholesale 
banks,  who  lent  exclusively  to  corpora- 
tions, had  had  to  go  retail — usually 
by  merger — or  risk  losing  market 
share.  Only  Morgan  Guaranty  among 
the  major  New  York  banks  had  been 
able  to  stand  fast  through  its  unique 
blend  of  trust,  foreign  and  pension 
skills. 

By  the  early  1960s,  says  Irving 
Trust  Chainnan  George  A.  Murphy, 
"The  handwriting  was  on  the  wall. 
Demand  deposits  were  drying  up,  and 
interest-bearing  time  deposits  were 
clearly  going  to  have  to  be  bought." 
And  at  a  cost:  Hetween  1960  and 
1966,  Irving  Tioist  showed  average 
annual  operating  earnings  growth  ol 
less    than    I'i    tv.    about    !'•    lor    the 


other  large  New  York  banks,  and  its 
margins  fell  from  25'?  to  13%. 

Chairman  Murphy  in  1965  tapped 
then  Senior  \'ice  President  Gordon  T. 
Wallis  to  make  a  detailed  study. 
W'ailis'  recommendation:  a  major  over- 
haul. The  first  step  was  the  develop- 
ment of  better  cost  controls;  it  was 
set  up  by  Charles  C.  Ellis,  who  at 
W'ailis'  suggestion  was  brought  over 
as  a  vice  president  from  Philco-Ford 
for  the  puipose. 

Spreading  Out 

The  bigger  step,  however,  was 
taken  in  1966  when  Charter  New 
York  Corp.  began  operating  as  a  bank 
holding  compan\,  with  Irving  Trust 
as  its  major  component.  The  presi- 
dency went  to  Oren  Root,  who,  as 
former  New  York  State  superinten- 
dent of  banking,  certainly  knew  his 
way  around  the  field  of  state  banking 
regulations. 

At  the  .same  time  Charter  acquired 
for  stock  Merchants  National  of  Sy- 
racuse, with  deposits  of  some  $150 
million  (tv.  Irving  Trust's  $2.6  bil- 
lion), and  in  1987  picked  up  two 
more  small  upstate  banks.  This  sub- 
stantially expanded  its  retail  banking 
operation;  and  while  Charter  was 
turned  down  on  its  bid  to  acquire 
Rochester's  Central  Trust   (S200  mil- 


lion in  deposits)  in  1968,  it  now  has 
bids  in  for  three  smaller  banks  scat- 
tered across  the  state  with  deposits 
totaling  some  $125  million. 

This  growing  retail  network,  which 
Muiphy  hopes  to  expand  until  Char- 
ter has  a  unit  in  each  of  the  state's 
nine  banking  districts,  fits  nicely 
with  Irving  Trust's  wholesale,  cor- 
respondent and  foreign  operations.  In 
1965  a  London  branch  was  opened  to 
deal  in  Eurodollars  and  now  has  over 
$400  million  in  deposits.  In  1967 
Charter  joined  with  tour  other  banks 
to  form  a  complete  bank  abroad 
called  International  Commercial  Bank, 
with  capital  of  $24  million.  All  told, 
about  20'i  of  Charter's  operating 
earnings  today  are  generated  abroad. 

The  benefits  of  this  overhaul  did 
not  show  up  until  mid-1967,  because 
of  foreign  start-up  costs,  added  inter- 
est expense  from  sharply  rising  time 
deposits  and  the  costs  of  remodeling 
Irving  Trust's  main  building  at  One 
Wall  Street.  But  tor  all  of  1967,  and 
again  last  year.  Charter  posted  the 
best  earnings  gain  for  any  big  New 
York  City  bank. 

A  signal  triumph?  Not  quite.  What 
Murphy,  Root,  ct  al  have  been  doing 
is  a  nice  job  of  catching  up;  future 
gains  will  come  much  harder.  The 
concept  of  a  holding  company  doing 
business  throughout  New  York  State 
is  an  interesting  one,  with  Marine 
.Midland  currently  the  major  com- 
petitor. Whether  it  can  also  be  profit- 
able enough  to  offset  the  disadvan- 
tages of  a  two-decades-late  entry  into 
retail  banking  remains  to  be  seen.  ■ 


Try  Selling  Red  Ink 

It's  tough  unless  you're  an  Ink  manufac- 
turer. General  Telephone  &  Electronics  isn't. 


It's  not  true  that,  it  you  try  hard 
enough  and  long  enough,  you  can 
sell  anything.  Just  ask  General  Tele- 
phone &  Electronics. 

When  GT&E  acquired  Sylvania 
Electric  Products  in  1959,  along  with 
the  deal  came  a  weak  and  mewling 
subsidiars,  Argus  Cameras.  It  was  a 
manufacturer  of  photographic  equip- 
ment that  had  managed  to  lose  $1.4 
million  that  year  on  sales  of  less  than 
$20  million. 

Argus'  problem  is  that  its  cameras 
compete  with  Kodak.  Sylvania  would 
have  had  to  spend  millions  to  make  it 
go.  Argus  could  upgrade  its  cameras 
to  compete  with  Leica  or  Hasselblad, 
but  that  would  cost  millions  too. 

GT&E  tired  of  .\rgus"  continuing 
losses  and  in  1962  sold  the  subsidiary 
to    a    manufacturer    of    home-movie 


cameras  less  than  half  Argus'  size, 
.Mansfield  Indu.stries,  for  $9  million. 
Mansfield  became  Argus,  Inc.  That 
might  seem  to  prove  that  if  you  try 
hard  enough  and  long  enough  you  can 
sell  anything — but  wait. 

Mansfield  was  in  the  black,  but  the 
moment  it  became  Argus,  Inc.,  it 
plunged  right  into  the  red.  In  1963 
it  lost  $2.9  million.  Herbert  R.  Leo- 
pold was  replaced  as  president  by 
Malcolm  N.  Smith,  who  had  been  a 
vice  president  of  Ekco  Products,  a 
manufacturer  of  housewares. 

In  1964  Smith  refinanced  Argus. 
GT&E  agreed  to  accept  common  and 
preferred  stock  in  place  of  the  $5.6 
million  the  company  still  owed  it  for 
the  Sylvania  subsidiary.  Talk  about 
bad  pennies  always  turning  up.  GT&E 
now    had    42%    of    the    company    it 
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thought  it  had  gotten  rid  of.  In  ef- 
fect, this  means  42%  of  nothing,  be- 
cause Argus  has  since  continued  to 
lose  money;  it  isn't  able  to  pay  a 
dividend,  even  on  the  preferred. 

GT&E  has  made  every  conceivable 
cflort  to  get  rid  of  its  42^.  It  negoti- 
ated with  Monie  Schneer,  a  Philadel- 
phia investor.  No  sale.  It  talked  to 
(;]adding  Corp.,  a  maker  of  fishing 
tackle  and  marine  electronic  equip- 
ment. Again  no  sale. 

Still  Hoping 

Meanwhile,  Arthur  L.  Chapman, 
a  former  Sylvania  executive,  has  re- 
placed Smith  as  chief  executive 
oflScer.  Chapman  thinks  he  can  make 
something  of  Argus.  "We'll  show  a 
loss  again  this  year,  but  we'll  be 
close  to  breaking  even  next  year, "  he 
says.  But  then  he  adds:  "That's  my 
feeling;  it's  not  a  prediction." 

This  is  small  solace  for  GT&E, 
which  has  learned  that  you  can't  sell 
just  anything,  no  matter  what  the 
bromide  says.  ■ 
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Money  in  the  Classroom 

The  nation's  biggest  corporations  are  turning  learning  into  earnings 
by  becoming  schoolmasters  to  thousands  of  vocational  students. 


Why  ha\e  ITT,  Lear  Siegler,  Bell  & 
Howell,  Crowell  Collier  &  Macmillavi 
and  numerous  sliglitly  smaller  com- 
panies been  on  a  buying  binge  pick- 
ing up  vocational  schools?  "You  just 
have  to  reach  out  and  touch  the  want 
ads,"  says  William  D.  Renner,  presi- 
dent of  ITT's  subsidiary,  $15-million 
sales  ITT  Educational  Seivices  Inc. 
In  the  next  five  years  the  business 
world  will  need  32,000  new  electri- 
cians, 68,000  new  programmers,  275,- 
000  new  technical  assistants,  875,000 
new  secretaries.  The  booming  econ- 
omy's appetite  for  draftsmen  and 
dieticians,  mechanics  and  machinists, 
refrigerator  repainnen  and  key-punch 
operators,  is  "so  fantastic,"  says  Ren- 
ner, "it's  unbelievable." 

Mammoth  coiporations  now  in- 
tend to  benefit  from  the  unhappy 
condition  that  has  bolstered  the  small 
town  over-the-drug-store  secretarial 
school  and  the  big  city  "business 
academy"  for  the  last  century.  Pub- 
licly .sponsored  vocational  education 
in  the  U.S.  is  sadly  lacking.  States 
like  New  York  and  Wisconsin,  which 
have  exceptional  vocational  programs, 
still  can't  fill  the  need;  and  where 
public  facilities  exist  they  are  often 
insufficiently  publicized.  Some  states, 
such  as  New  Jersey,  have  only  re- 
cently started  adequate  programs. 

Unfortunately,  the  unfilled  jobs 
require  developed  skills,  putting  many 
prospective  young  job  holders  in  a 
dilemma.  "High  school  seniors  find 
themselves  not  structured  for  college, 
and  the  real  world  isn't  interested  in 
them,"  says  Renner.  These  youngsters 
— maybe  50%  of  every  high  school 
class,  plus  drop-outs — are  the  prin- 
cipal market  for  die  more  than  7,000 
vocational  schools  that  dot  the  c-oun- 
try.  Some  sti.dents  attend  up  to  tliree 
years,  paying  as  much  as  $2,700  in 
tuition  a  year.  Most  take  shorter 
courses,  while  filling  part-time  jobs 
located  for  them  by  the  school.  Many 
finance  their  education  tbough  loans 
arranged  by  the  school,  or  receive 
help  from  the  Federal  Govenmient. 

Owning  a  vocational  school  can  be 
a  neat  .solution  to  an  equally  ve.xing 
dilemma  for  a  large  corporation.  As 
Howard  Miller,  group  \  ice-president 
of  ITT  points  out,  it  costs  ITT  at  least 
$7,000  a  >ear  to  train  a  technician. 
Once  he's  trained,  HTs  competition 
is  likely  to  hire  him  away.  But  ITT  is 
still  nicely  ahead  when  99'/  of  its 
technical  school  graduates — as  nor- 
mally Jiappens — are  hired  by  ether 
companies.  The  principle  also  works 


in  less  technical  areas.  Con.sequently, 
next  year  ITT  expects  to  start  a  hotel 
management  school,  partly  to  fill  its 
need  in  its  Sheraton  Hotel  chain. 

But  ITT,  Lear  Siegler  and  Bell 
&  Howell  all  maintain  that  their 
principal  reason  for  entering  the 
school  market  is  its  growth  potential 
and  the  benefits  from  combining  the 
strong  points  of  hitherto  unrelated 
schools.  In  fact,  they  are  forging  the 
country's  first  nationwide  school  sys- 
tem in  which  students  can,  for  in- 
stance, begin  a  course  in  Los  Angeles 
and  finish  the  identical  one  in  Cin- 
cinnati. In  three  years,  ITT  has  estab- 
lished a  network  of  23  schools  at  a 
cost  of  $19  million  and  will  add  ten 
this  year;  Bell  &  Howell  now  has  8 
schools;     Lear     Siegler 's     $12-million 


Calculus.  "We  don'/  claim 
to  be  educators,"  says  Bill 
Renner  of  /T7.  But  vocational 
education  goes  much  further 
/oday  than,  for  instance,  the 
secretarial  skill  being  prac- 
ticed above.  Forfledgling  tech- 
nicians, classroom  work  can 
include  differential  equations. 


sales  Lear  Siegler  Education  Co.  has- 
acquired  25  schools  in  two  years; 
Crowell  Collier  &  Macmillan  now  has 
correspondence  schools  (including 
well-known  LaSalle  Extension  Uni- 
versity), as  well  as  the  newly-acquired 
"Katherine  Gibbs  secretarial  schools. 

ITT's  schools  already  have  an  en- 
rollment of  13,000  who  pay  $325  for 
a  Speedwriting  comse,  $2,700  for  a 
two-year  architectural  technologx 
course,  $1,700  for  a  12-month  busi- 
ness course,  which  includes  computer 
technology,  and  $2,700  for  a  two- 
year  engineering  technology  course. 
The  schools  employ  about  400 
teachers  and  a  sales  force  of  200. 

New  Systems 

In  building  a  nationwide  system, 
large  companies  can  come  up  with 
real  savings.  "The  initial  costs  of 
establishing  a  program,"  says  Stanle\ 
R.  Schoen  of  Lear  Siegler,  "are  not 
high.  But  this  business  has  high  fixed 
costs.  Once  fixed  costs  are  covered, 
the  variable  costs  aren't  particularK 
high. "  However,  Schoen  points  out,  in- 
dependent schools  usually  don't  have 
the  management  skills  or  the  capital 
to  expand  from  one  location  into  an- 
other, despite  the  appealing  market. 

The  big  corporations,  on  the  other 
hand,  have  those  assets.  Furthermore, 
by  offering  the  best  courses  from  a 
newly  acquired  school  throughout  its 
chain,  the  company  can  put  these 
assets  to  work  quickly  improving  the 
entire  system.  For  instance,  Lear  Sie- 
gler is  taking  a  medical  and  dental 
technician's  course  picked  up  in  a 
school  in  Denver  for  use  in  its  new 
Silver  Spring,  Maryland  school,  which, 
in  turn,  is  contributing  a  course  on 
fashion  merchandizing.  The  benefits 
of  such  course  trade-offs  are  particu- 
larly good  in  highly  technical  courses 
in  electronics,  where  up-to-date 
courses  are  in  constant  demand. 

Other  savings  are  possible  through 
centralization  and  modernization.  ITT 
is  now  combining  much  of  its  admin- 
istration and  accounting  in  its  Indi 
anapolis  office.  Bell  &  Howell,  mean- 
while, is  modernizing  its  fee  coUec 
tion  system,  eliminating  the  bother-  ] 
some  method  of  weekly  collections 
for  a  week's  instruction. 

Possibly  of  most  importance,  larg(^ 
coiporations  expect  to  market  theii 
wares  more  efficiently  than  small 
operations.  Unlike  public  education, 
of  course,  proprietary  education  must 
fight  for  customer  attention.  "Ordei 
input, "  says  Reniier,  "is  the  guts  of 
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Records  in  net  income  and  operating  volumes  mark 
a  year  of  continuing  growth  at  Marathon  Oil 

1968  showed  solid  growth  on  all  fronts  at  Marathon  Oil. 
Earnings  increased  12.8  percent  to  $83,326,000,  or  $2.81 
per  share.  D  A  record-breaking  increase  in  North  American 
production  of  crude  oil  and  natural  gas  liquids,  up  18.5  per- 
cent, set  the  pace  in  our  nnost  successful  year  to  date.  In  the 
U.S.,  we  refined  11.7  percent  more  crude  oil  than  last  year 
and  our  refined  product  sales  advanced  9.0  percent.  D  In 
1969,  we've  programmed  capital  expenditures  plus  invest- 
ments in  and  advances  to  affiliates  at  $240 
million -the  largest  in  our  history -and 
our  net  income  is  expected  to  continue 
the  upward  trend  of  recent  years. 


EXPLORING  G  PflOOUCING  G  TRANSPORTING  O  REFINING  G  MARKETING  ::  RESEARCHING   J.  AND  GROWING. 


MARATHOIM  OIL  COMPANY 

FINDLAY   OHIO 


inesis 


¥WllOV 


We're  a  38-year-old  billionaire. 

We're  in  the  top  5%  of  U.  S.  gas  companies  in  gas  sales. 

We  make  Peak,  Sub-Zero  and  All-Weather  anti-freeze. 

We  make  ingredients  for  fabric  softeners. 

Ingredients  for  detergents. 

And  ingredients  for  germicides.. 

We're  in  polyethylene  film. 

We  produce  and  market  various  hydrocarbons,  helium,  etc. 

We  develop  total  energy  systems. 

We  haven't  missed  a  dividend  payment  in  our  38  years. 

And  we  have  an  annual  report  you  really  ought  to  read.* 


We're  Northern  Natural  Gas  Company 


For  your  copy  of  our  annual  report,  write: 

Annual  Report,  Northern  Natural  Gas  Connpany,  Omaha,  Nebraska  68102. 


aiv  business.  Somebod\  has  to  ask 
Johnny  "What  are  you  going  to  do 
with  >  our  life?  "  The  schools  ask 
through  extensive  ad%ertising  and  a 
sales  organization  that  is  at  the  heart 
of  the  business.  In  home  stud\  courses 
( which  e.xcept  for  CCM,  the  big  com- 
panies are  onl\  slightly  committed 
to),  marketing  can  consume  up  to 
50'^  of  the  budget.  Attendance  schools 
claim  a  slightly  lower  rate.  ITT,  tor 
instance,  conser\ati\ ely  estimates  its 
marketing  expenses  at  20'?  of  its  cost. 

Vet  Bell  &  Howell,  for  instance, 
empIo\s  two-thirds  as  main  salesmen 
as  teachers,  and  pa\s  them  consider- 
ably more  than  teachers.  "It  s  incred- 
ible how  many  people  want  to  teach," 
says  B&H  Schools  Inc.  President 
Cieorge  Dohert\ ;  but  getting  good 
salesmen  is  another  matter.  Most  sales- 
men receive  commissions  on  the  basis 
(jf  ini.ia!  enrollments  and  the  duration 
i)f  a  students  school  attendance. 
Their  initial  leads,  which  are  followed 
lip  with  a  home  \isit,  generally  c<iine 
from  high  school  vocational  advisers. 
The  salesmen's  pitch  is  as  aggressive 
an  an\'  Fuller  linish  man's,  though 
schools  pressure  them  to  .i\()id  selling 
to  students  who  will  be  drop-outs. 
Teacliers  earn  between  ST.JDO  and 
S 10. ()()()  a  Near.  .\  good  salesman  can 
make  as  much  as  82-5,000,  a  regional 
s.tles  maiiager,  S28,00(). 

Marketing  is  part  of  the  high  fixed 
cost  of  the  business,  but  the  large 
corjiorations  expect  it  to  sliri;ik  some- 
what as  the  lepiitatioii  oi  tiieir  schools 
mows.  They  claim  that  the  image  of 
tiiv  corporation  will  add  cietleiice  to 
their  ad\ertising.  For  despite  three 
itspected  accrediting  organizations, 
the  vocational  school  area  is  still 
plagued  b>  stories  of  fly-by-night 
diploma  mills.  Consequentl\,  th?  big 
t-oiporations  are  extrenieK  careful  to 
pick  up  only  bona-fide  operations. 
1  he  reason  is  simple:  The  .scli;)ois  are 
loo  \  isible  to  permit  their  owners  to 
risk  their  entire  corporate  image  on 
a  still  tiny  part  ot  their  business. 
Furthermore,  the\-  realize  that  the 
companies  that  use  their  vocational 
uraduates  could  also  be  customers  for 
their  goods  and  ser\  ices. 

Such  care  can  onK  be  good  for 
vocational  education.  Using  its 
capital  and  management  techniques, 
points  out  ITTs  Miller,  "the  main 
thing  big  business  can  bring  to  voca- 
tional education  is  a  degree  of  relia- 
bility that  isn't  necessariK  available 
to  the  individual  entrepreneur."  In 
return,  the  corporations  look  for  ex- 
cellent profits  and  the  stock  advantage 
of  participation  in  a  glamorous  mar- 
ket. As  Miller  says  happily,  "It's  nice 
to  be  doing  something  socially  useful 
and  making  money  at  the  same 
time.    ■ 
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WE  SEEK  GROWTH  OPPORTUNITIES  FOR  COMPANIES. 

TESSEL,f  AJURICK  &  OSTRAU.  INC.  MEMBERS.  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY.  NEW  YORK,  N.Y. 


DETROIT   EDISON    REPORTS 

Detroit  Edison  Serves  the  Heart 
of  the  Great  Lakes  Megalopohs 

Detroit  Edison  is  in  the  final  phase  of  a  five-year  study  to 
assist  in  the  orderly  development  of  the  Urban  Detroit  Area 
and  the  emerging  Great  Lakes  Megalopolis.  Findings  show 
evidence  that  by  the  year  2000  the  Great  Lakes  Megalopolis 
may  overtake  the  Eastern  Megalopolis  in  population.  The 
Great  Lakes  area  has  a  great  potential  and  Detroit  is  at  the 
center. 

The  study  was  undertaken  in  cooperation  with  Wayne  State 
University  and  Doxiadis  Associates  of  Athens,  Greece.  The 
purpose  is  to  provide  Detroit  Edison  and  others  with  a  timely 
understanding  of  the  forces  that  are  at  work  and  the  trends  in 
urbanization  and  land  commitment  that  must  be  encouraged. 
Another  demonstration  of  how  Detroit  Edison  plans  ahead  in 
the  interest  of  the  people  it  serves. 

240th  Consecutive  Quarterly  Dividend 

Common  Stock— 35<  per  share  payable  April  15,1969,  to  share- 
holders of  record  March  25,  1969. 

The  sixth  consecutive  quarterly  dividend  of  $1.37V2  per 
share  upon  the  Preferred  Stock  is  payable  April  15,  1969,  to 
holders  of  record  on  March  25,  1969. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 
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This  advertisement  is  neither  on  oger  to  sell  nor  a  solicitation  of  an  ofer  to  buy  any  oj  these  Securities. 
This  oSering  is  made  only  by  the  Prospectus. 


$15,000,000 

Wometco  Enterprises,  Inc. 

5  V2%  Convertible  Subordinated  Debentures 

Due  March  15,  1994 


Convertible  into  Class  A  Common  Stock  at  any  time  after  March  31, 1969 
and  prior  to  maturity  at  $23.20  per  share 


Price  100% 


Copies  oj  the  Prospectus  may  be  obtained  in  any  Slate  from  only  such  of  the  undersigned 
as  may  legally  ojer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


Drexel  Harriman  Ripley 

Incorporated 


Walston  &  Co.,  Inc. 

Eastman  Dillon,  Union  Securities  &  Co. 
Glore  Forgan,  Wm.  R.  Staats  Inc.  Goldman,  Sachs  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes  Lehman  Brothers 

Paine,  Webber,  Jackson  &  Curtis  Paribas  Corporation  Bache  &  Co. 

Bear,  Stearns  &  Co.     A.  G.  Becker  &  Co.    Dominick  &  Dominick,    Goodbody&Co. 

Incorpotatcd  IncorporaCed 

Hayden,  Stone  E.  F.  Hutton  &  Company  Inc.  W.  E.  Button  &  Co. 

Incorporated 

W.C.Langley&Co.    Reynolds  &  Co.    Shearson,HammilI&Co.   Shields  &  Company 

®      ''  iDCorponted  Incofportled 


March  27, 1969 

This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  prospectus. 


The  Kansas  Power  and  Light 
Company 

$19,000,000  First  Mortgage  Bonds,  7%%  Series  Due  1999 
Price  100.293%  plus  Accrued  Interest 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  and  other 
securities  dealers  as  may  lawfully  offer  these  securities  in  this  State. 


Bache  &  Co. 

Incorporated 


Hayden,  Stone 

Incorporated 


John  Nuveen  &  Co. 

(Incorporated! 

i.e.  Bradford  &  Co.     Kohlmeyer  &  Co.     The  Milwaukee  Company 


Moore,  Leonard  &  Lynch 

Incorporated 


Stein  Bros.  &  Boyce,  Inc. 
Yarnall,  Biddle  &  Co.  The  First  Columbus  Corporation 

Hallowell,  Sulzberger,  jenks  &  Co.  Newburger  &  Company 


Wait  until  Next  Year! 

Carrier  Corp.  has  been  produc- 
ing so-so  earnings  reports,  but 
its  stoc/(hoiders  have  a  kind  of 
I.O.U.  for  better  ones  in  future. 

The  air-conditioner  market  is  grow- 
ing at  a  rate  of  8%  to  9%  annually.  The 
biggest  factor  in  that  market  is  Car- 
rier Corp.  That  Syracuse-based  com- 
pany has  an  estimated  355f  of  the 
market  for  large  central-air-condition- 
ing systems  for  office  buildings,  fac- 
tories and  hotels,  and  20%  to  30%  of 
the  market  for  smaller  central  systems 
for  homes  and  apartment  buildings. 

But  Carrier  is  by  no  means  making 
a  killing.  Its  earnings  in  the  fiscal  year 
ended  Oct.  31,  1968,  were  only  2.1% 
higher  than  those  of  1966,  even 
though  sales  were  up  21%.  Earnings 
in  the  current  fiscal  year  aren't  ex- 
pected to  climb  much  higher  than 
$1.55  a  share  from  $1.44  last  year. 
As  a  result  of  its  lackluster  perform- 
ance. Carrier's  return  on  equity  has 
dropped  from  13.1%  in  1966  to  11.5% 
in  fiscal  1968. 

As  the  biggest  company  in  one  of 
the  fast-growing  industries,  why 
isn't  Carrier  enjoying  greater  profits? 
It's  a  good  question,  and  Chairman 
Melvin  C.  Holm  has  an  answer. 
Whether  his  answer  is  the  right  one 
remains  to  be  seen.  He  argues  that 
Carrier's  low  profits  are  actually  the 
result  of  industry  growth.  "About  five 
years  ago,"  Holm  says,  "we  became 


Big  Three.  Carrier,  Trane 
and  Borg-Warner  dominafe 
the  market  for  big  cooling 
systems  (below)  but  in  the 
residential  markets  it's  much 
different:  Here  they  must 
face  Westinghouse,  Chrysler, 
GE,   Whirlpool   and   Fedders. 
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convinced  that  this  industry  was  go- 
ing to  grow  \ery  rapidh .  In  order  to 
maintain  our  position,  we  had  to  em- 
bark on  some  major  capital  spending 
programs.  We  knew  it  would  hurt 
earnings." 

Spend  Carrier  did.  Its  capital 
spending  rose  from  S9.2  million  in 
196.5  to  an  average  of  S22  million  a 
year  over  the  last  three  years.  "And 
well  spend  over  S30  million  this 
year,"  sajs  Holm.  Taking  1963  as  a 
base,  by  the  end  of  1969  we  will  have 
about  doubled  our  capacity." 

Forget  the  Boom 

Carrier's  grand  expansion  plans 
haven't  been  entirely  based  on  the 
long-awaited  but  elusive  U.S.  home- 
building  boom.  "We  believe  there 
will  be  an  ijicrease  in  housing  starts, 
sa\s  Holm,  "but  we  are  not  building 
plants  using  that  as  a  determining 
factor.  Theres  another  part  of  this 
residential  market  that  is  very  impor- 
tant: the  central  air  conditioning  of 
existing  homes.  Only  9%  of  the  houses 
in  e.xistence  toda\  are  centrally  air- 
conditioned.  A  new-start  boom  would 
be  helpful,  but  were  not  beholden 
to  it." 

Holm  is  so  certain  of  the  expansion 
of  this  market  that  he  claims  he  de- 
liberately holds  back  his  windovv- 
airconditioner  business.  'The  future 
rests  with  the  central  system  anu  not 
the  window  unit,"  he  sa>s.  "We  give 
the  window-unit  business  the  empha- 
sis we  think  it  deserves.  It's  not  as 
profitable."  Carrier  has  about  5%  of 
this  market.  It  prefers  its  larger-sys- 
tems business.  Office  buildings,  fac- 
tories and  hospitals  seem  to  get  built 
despite  tight  money,  and  practically 
all  of  them  are  air-conditioned. 

Will  Carrier's  current  expansion 
pay  off  in  future  profits? 

Holm  is  confident.  "Our  rate  of 
profit  increase  should  improve  begin- 
ning in  1970,"  he  says.  "And  even 
then,  we'll  be  increasing  our  capacity 
still  further.  We're  shooting  for  fjiTSO 
million  in  sales  for  1973  [up  from 
about  $525  million  in  the  current 
year.] "  Holm  expects  his  pre-tax  earn- 
ings on  that  volume  to  be  10%,  which 
would  give  him  after-tax  earnings 
of  about  S2.50  a  share,  up  about  60% 
from  this  year. 

For  now,  stockholders  will  have  to 
be  content  with  these  promises.  More- 
nover.  Carrier's  biggest  competitors, 
Trane  and  Borg-Warner,  are  expand- 
ing, too.  Trane  has  almost  doubled  its 
capacity  in  the  last  five  years,  B-W's 
York  air-conditioning  division  has 
hiked  its  75%.  But  Holm  has  made 
his  gamble,  sacrificing  present  profits 
for  future  ones,  and  the  gamble  looks 
like  a  sound  one.  ■ 


Q.  What  criteria  do  you  use  in  seeking 
out  young  companies  that  you  can 
bring  to  market? 

A.  White  Weld  takes  a  hard  look  into 
four  areas.  The  company's  people.  Its 
products.  Its  prospects.  And  the  offering 
price  of  the  stock  in  relation  to  earnings. 
The  industry  it's  in  is  important,  too. 
Today  we  find  some  of  our  best  growth 
prospects  in  high  technology  areas. 


For  answers  to  financial  problems— corporate,  institutional,  municipal  or  personal 
call  White  Weld,  20  Broad  Street,  New  York,  N.Y.  (212)  944-4900, 

White, Weld  &  Go. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 
Offices  Coast  to  Coast/ London  Paris  Zurich  Caracas  Geneva  Hong  Kong  Montreal 


Guess  what 

we'll  give 

you  for 

5  million 

dollars 


We'll  rename  our  118  year  old 
college  after  you.  We  have  ev- 
erything for  a  quality  education 
except  a  solid  financial  future. 
Your  gift  can  give  our  college 
security.  We  can  give  you  the 
opportunity  of  a  splendid  me- 
morial that  will  live  long  after 
you're  gone.  Write  or  phone 
President  W.  Merle  Hill,  Chris- 
tian College,  Columbia,  Mis- 
souri 65201,  Phone  314  449- 
0531. 


WAIK. 
RUN  or 
JOG! 


Run  for 
your  life  I 

IT'S  EASY  ON  A 

HEALTH  WALKER® 

Here's  a  better 
"slant"  on  exercise: 
the  incline  in  the 
Health  Walker 
multiplies  your 
effort  four  times! 
You  compress  an 
hour's  exercise  into 
15  minutes! 

If  you  value  your  heart  and  health  .  . 

if  you  want  to  look  better,  feel  better 

and  sleep  better ...  try  a  Health  Walker. 

Write  for  full  details,  including  10-day 

free  trial  and  monthly  payment  plan. 


BATTLE  CREEK 

EQUIPMENT  COMPANY 
BATTLE  CREEK,  MICHIGAN 


BATTLE  CREEK  Equipment  Company 

Dept.   208    307  West  Jackson 

Battle  Creek,  Mich.  49016 

Please  rush  information  on  HEALTH  WALKER. 

Name^ 


Address. 
City 


-State- 


.Zip. 
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Faces  Behind  the  Figures 


72  and  Still  Going  Strong 

Max  Geffex,  72,  will  never  make 
the  mark  of,  say,  a  Henry  R.  Luce 
or  a  Cyrus  H.  K.  Curtis,  but  over 
a  half  century  he  has  created  at 
least  four  highly  successful  pub- 
lishing ventures  and  made  some- 
where between  $25  million  and 
$50  million. 

Who  is  Max  Geffen?  A  top  stock- 
holder (some  say  second  only  to 
the  McGraw  family)  in  the  $821- 
million  McGraw-Hill  Inc.  pub- 
lishing company.  He  is  chairman 
and  chief  stockholder  of  Manhat- 
tan's prestigious  David  McKay 
Co.,  Inc.,  publisher  of  medical  and 
rehgious  books.  He  is  a  large 
stockholder  in  Cleveland's  Penton 
Publishing  Co.  (publisher  of  Steel 
and  other  major  trade  magazines). 
He  owns  a  major  interest  in  Brit- 
ain's Morgan-Grampian  Ltd.,  pub- 
lisher of  27  specialty  magazines. 

Geffen,  above  all,  is  the  founder 
of  Medical  World  News  (circula- 
tion 245,000),  a  sort  of  Scientific 
American  for  doctors.  In  1967  Gef- 
fen sold  MWN  to  McGraw-Hill  for 
an  estimated  $20  million  worth  of 
stock.  He  was  already  a  big  stock- 
holder in  McGraw-Hill:  In  1963  he 
had  sold  another  creation,  the  Blue 
List,  a  daily  report  on  municipal 
bonds,  to  Standard  &  Poor's  and  he 
helped  engineer  the  merger  of  Stan- 
dard &  Poor's  into  McGraw-Hill. 

Last  month  he  announced  he 
was  starting  yet  another  publica- 
tion, Family  Health,  a  monthly 
magazine  about  health  and  beauty 
care.  Announced  starting  circula- 
tion: 1  million. 

At  72?,  we  asked.  "People  keep 
bringing  me  possibilities,  and  I 
can't  put  them  out  of  my  mind. 
You  can't  just  turn  off  something 
like  this." 

A  Brooklyn  boy,  he  graduated 
with  one  of  the  first  classes  (1916) 
of  Columbia  University's  School  of 
Journalism  and  went  to  work  as 
a  reporter  for  the  now-defunct 
New  York  American.  By  the  early 
Twenties  he  was  publisher  of  New 
York  Medical  Week,  official  publi- 
cation of  the  New  York  County 
Medical  Society.  In  1927,  he 
started  the  Religious  Book  Club, 
aimed  at  Protestant  clergymen.  He 
later  sold  it,  and  it's  now  part  of 
Meredith  Publishing.  From  medi- 
cine and  religion  he  turned  to  fi- 
nance and  started  the  Blue  List.  In 


Max  Geffen 


1959,  when  he  was  62,  an  age 
when  most  men  are  getting  ready 
for  retirement,  he  created  Medical 
World  News.  When  he  sold  it  to 
McGraw-Hill  he  joined  the  big 
publisher  as  a  senior  vice  presi- 
dent, but  men  like  Geffen  don't 
function  well  in  large  organiza- 
tions. He  went  back  to  his  real 
love:  entrepreneurial  publishing. 

"My  wife  helped  me  push  the 
idea  for  Family  Health,"  he  says 
of  his  latest  project.  "She  used  to 
read  Medical  World  News  and 
asked  why  we  didn't  have  some- 
thing like  that  for  her  to  read. 

"We  plan  to  distribute  the  new 
magazine    directly    through    drug- 


stores. That  way  we  concentrate  on 
the  people  who  buy  health  and 
beauty  products.  Right  now  most 
of  the  drug  companies  spend 
their  advertising  money  on  tele- 
vision. To  get  them  back  into 
magazines  we  need  to  assemble  a 
special  audience  for  them." 

We  asked  Geffen  whether  he 
had  any  advice  for  other  business- 
men. Modestly,  he  conceded  he 
had:  Stick  to  what  you  know.  "The 
conglomerates  have  got  things  all 
wrong.  They're  silly.  They  mix  shoe 
laces  and  ice  cream.  Me,  I've  al- 
ways stayed  in  the  publishing 
business.  Everything  I've  ever  done 
is  related."  ■ 


Your  Cash  Is  Showing 

One  haz.\rd  in  acquiring  fast-grow- 
ing companies  is  that  in  doing  so 
you  may  be  presenting  your  board 
with  your  own  replacement.  That, 
apparently,  is  what  happened  last 
October  at  venerable  Dun  &  Brad- 
street  (1968  net  income  of  $19.1 
million  on  revenues  of  $261.5  mil- 
lion), which  found  a  new  president 
in  an  acquisition. 

Stepping  down  after  16  years  as 
D&B  chief  executive,  but  remain- 
ing as  a  director,  was  J.  Wilson 
Newman,  60,  who  remarked  with 
brevity:  "It  is  time  for  a  change." 
Replacing  him:   Hamilton    (Ham) 


B.  Mitchell,  52,  boss  of  D&B's  Reu- 
ben H.  Donnelley  subsidiary.  Don- 
nelley, a  publisher  of  telephone 
books  and  trade  magazines,  had 
been  acquired  in  1961  to  supple- 
ment D&B  credit  reporting  and 
publishing  activittes. 

Why  had  Newman,  a  proud  and 
ambitious  man,  resigned  so  abrupt- 
ly? It  is  no  secret  that  the  board 
was  less  than  happy  with  Newman's 
failure  to  put  D&B's  cash  to  work: 
The  company  has  absolutely  no 
long-term  debt  and  $60  million, 
34%  of  assets,  in  cash  and  equiv- 
alent. Meanwhile,  D&B  stock  still 
sells  where  it  did  in  1961,  and  its 


76 


FORBES,  APRIL  15,  1969 


P  E  ratio  has  dropped  from  40  to 
just  above  20. 

It  is  no  secret  win  Mitchell 
got  the  nod  to  succeed  Newman. 
The  two  companies  were  ne\er 
really  melded,  even  after  eight 
years,  and  Mitchell's  Donnelley  re- 
mained the  fastest-growing  seg- 
ment; almost  all  of  its  growth  has 
been  internal  while  D&B's  has 
come  mainly  from  acquisitions, 
such  as  Moody's  Investors  Service 
and  Fantus,  a  plant  location  outfit. 
To  make  matters  worse,  the  D&B 
acquisitions  were  mainly  for  stock, 
thus  diluting  earnings,  and  did 
nothing  to  put  idle  cash  to  work. 


Hamilton  B.  Mifche// 


\\'hat  does  Mitchell  intend  to 
do?  He  says  he  wants  to  use  the 
cash  to  nourish  internal  growth 
throughout   the   company. 

Mitchell  says  he  hopes  for  a  big 
merger  but  that  he  will  use  much 
of  the  cash  for  expanding  Dun's 
Marketing  Identifiers  network,  a 
continuously  updating  computer- 
ized source  of  marketing  data. 
There  is  a  risk,  of  course,  in  this 
kind  of  expansion:  It  pits  D&B 
against  similar  operations  offered 
by  IBM  and  McGraw-Hill.  But 
risk  is  the  name  of  the  game. 
D&B's  trouble  in  the  past  has 
been  it  hasn't  taken  risk  enough.  ■ 

One  Back,  Several  Forward 

Ed.mlnu  \V.  LiTTLEFiELD,  the  -54- 
\ear-old  president  of  San  Francis- 
co's Utah  Construction  &  Mining 
Co.,  did  a  rather  startling  thing 
last  month.  He  up  and  sold  off 
more  than  lialf  of  his  company — 
the  S82-million  revenues  heavy 
construction  activities — to  Los  An- 
geles' Fluor  Corp.  for  an  estimated 
$17  million. 

Ed  Littlefield  has  boosted  Utah's 
revenues  by  70%  since  1960  (to 
$118  million  plus  $24  million  from 
joint  ventures)  and  more  than  dou- 
bled its  net  income  (to  $20  mil- 
lion). Why  was  he  tearing  down 
what  he  built? 

He  wasn't.  The  sale  merely 
brought  full  circle  the  transforma- 
tion Littlefield  began  soon  after  he 
joined  Utah  in  19-51,  and  accel- 
erated after  becoming  president  in 
1961.  * 

"When  1  came  here,  tliis  was 
mainly  a  construction  company," 
explains  Littlefield,  a  Stanford  Phi 
Bete  who  went  on  to  get  a  Stanford 
MBA  degree,  then  worked  after 
graduation  for  Standard  Oil  of  Cal- 
ifornia and  Golden  State  Dairy  be- 
fore Utah  lured  him  away.  "But 
most  of  our  capital  commitments  in 
mining  have  gotten  so  large  that 
we  can  no  longer  do  both.  So  we 
sold  the  construction  activities." 

Mining  made  up  only  about  32% 
of  Utah's  revenues  last  year,  or 
about  $45  million,  but  contributed 
over  76%  of  its  net  profits.  So  the 
choice  between  mining  and  con- 
struction wasn't  difficult. 

Littlefield  has  committed  Utah 
to  spend  another  $180  million  on 
mining  ventures  over  the  next  five 
years.  Some  will  go  to  expand  its 


Edmund  W.  Littlefield 


enormous  Mt.  Goldsworthy  iron 
project  in  western  Australia  (one- 
third-ovvned  with  Cyprus  Mines 
and  Consolidated  Goldsfields  Pty. 
Ltd.).  Other  chunks  will  pay  for 
doubling  its  uranium  milling  capa- 
city in  Wyoming  and  more  than 
tripling  its  steam  coal  production  in 
New  Mexico. 

Half  of  the  $180  million  will  be 
spent  for  developing  a  second  cok- 
ing coal  project  in  Australia,  which 
will  help  to  supply  an  85-milIion- 
ton  contract  that  has  already  been 
signed  with  a  group  of  Japanese 
steel,  chemical  and  gas  companies. 
Another  big  piece  may  go  for  a  new 
copper  mine  in  British  Columbia. 

"The  revenue  loss  from  selling 
off  the  construction  division  will 
seem  big  at  first,"  he  admits.  "But 
we  will  lose  little  in  profits  or  as- 
sets, while  freeing  up  our  capital 
as  the  last  link  in  financing  these 
highy  promising  mining  ventures." 
One  step  backward,  then  a  leap 
for\vard  is  his  progiam.  ■ 
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Faces  Behind  the  Figures 


An  Antitrusf  Law  for 
La  Cosa  Nostra? 

"Shifting  Patterns  of  Authority 
and  Recruitment"  may  sound  like 
a  chapter  in  a  textbook  on  business, 
but  it's  not.  It's  the  title  of  a  chap- 
ter in  Theft  of  the  Nation,  a  new 
book  about  the  structure  and  op- 
operations  of  organized  crime  in 
America.  Author  Donald  R.  Cressey 
explains:  'The  organizational  prob- 
lems of  big-time  crime  and  big 
business  are  not  too  diEFerent." 

Cressey  is  not  just  another  crime 
reporter  but  a  criminologist  and 
professor  of  sociology  at  UCLA. 
His  knowledge  of  the  Cosa  Nostra 
comes  from  a  study  he  made  of 
the  organization  as  a  special  con- 
sultant to  the  President's  Commis- 
sion on  Law  Enforcement  and  Ad- 
ministration of  Justice.  One  thing 
he  learned  from  this  study,  he  says, 
is  that  business  skills  are  now  more 
important  than  criminal  skills  in 
getting  ahead  in  the  organization. 

The  reason  for  this,  according 
to  Cressey,  is  that  organized  crime 
has  moved  out  of  such  activities 
as  bootlegging  and  prostitution 
into  gambUng,  usury  and  control 
of    legitimate    businesses.    "When 


It's  Not  So  Bad 

Dr.  Preston  Martin  took  over 
last  month  as  chairman  of  the 
Federal  Home  Loan  Bank  Board, 
the  savings  &  loan  federal  regula- 
tory agency,  at  a  nail-biting  time 
for  the  industry.  Ascending  interest 
rates  are  haunting  the  S&Ls  with 
memories  of  the  credit  shortage  of 
1966  when  funds  flowed  out  of 
their  passbook  accounts  into  higher- 
yielding  debt  securities.  Today, 
with  bonds  and  government  issues 
yielding  between  6%  and  8%  and 
S&Ls  hmited  to  paying  between 
4.75%  and  5.25%,  the  same  could 
certainly  happen.  But  Martin  has 
his  reasons  for  optimism. 

For  one  thing,  he  says,  "We 
don't  have  the  hot  money  we  had 
then  so  the  outflow  is  not  so  severe 
yet.  What  we  do  have  is  that  new 
savings  are  flowing  into  securities." 
For  another  thing,  the  S&Ls  are 
better  fortified  with  liquid  reserves 
against  this  year's  tight-money 
storm  than  they  were  in  1966. 

In  the  longer  term,  of  course, 
the  S&Ls  are  going  to  have  to 
compete  for  that  new  savings  flow 
in  the  money  market   and  Martin 


Donald  R.  Cressey 

the  profits  of  illicit  business  are 
invested  in  licit  business  run  illic- 
itly," he  says  "there  must  be  some 
acknowledgement  of  the  authority 
of  the  accountant,  the  lawyer,  the 
corrupter  and  the  money  mover." 
Where  the  boss  once  was  flanked 


by  bodyguards,  he  now  is  surround- 
ed by  accountants  and  lawyers. 

"Cosa  Nostra  members  occupy- 
ing the  higher  echelons  of  organ- 
ized crime  are  orienting  their  sons 
to  the  value  of  education  .  .  .  they 
are  sending  their  sons  to  college  to 
learn  business  skills  assuming  that 
these  sons  will  soon  be  eligible  for 
'family'  membership." 

The  new  premium  put  on  busi- 
ness skills,  according  to  Cressey, 
may  cause  the  unskilled  hoodlum 
to  rebel  against  the  organization 
if  he  cannot  get  ahead,  much  as 
other  "disadvantaged "  groups  now 
rebel  against  the  lack  of  opportun- 
ity in  legitimate  society.  But,  he 
warns,  don't  count  on  such  a  re- 
bellion to  do  anything  to  organized 
crime.  "We  simply  have  to  face 
the  fact  that  Cosa  Nostra  is  win- 
ning and  we  are  not." 

In  fact,  Cressey  thinks  we  even 
have  to  find  new  legal  mean:;  to 
get  at  the  Cosa  Nostra  organiza- 
tion. "The  Justice  Department  can 
sue  General  Electric  for  antitrust. 
But  it  is  not  empowered  to  go 
after  the  Cosa  Nostra  as  an  orga- 
nization, only  as  individuals.  This 
does  not  stop  them  at  all."  ■ 


so  told  the  the  Senate  Banking  & 
Currency  committee  last  month. 
Martin,  who  came  to  Washington 
after  some  two  years  as  California's 
commissioner  of  S&Ls,  strongly 
supported  retention  of  the  interest 
rate  ceilings  (the  size  of  the  "div- 
idends"  the  S&Ls  can  offer  deposi- 
tors) imposed  in  1966,  which  give 
S&Ls  an  edge  in  the  competition 
with  banks  for  passbook  accounts. 
But  to  give  S&Ls  a  chance  in  the 
open  money  market,  Martin  told 
the  senators,  "We  will  be  making 
changes  in  the  kinds  of  savings 
instruments  the  S&Ls  can  use."  He 
later  elaborated  that  he  means  "cer- 
tificates, notes,  debentures,  what- 
have-you." 

One  surprise  of  the  current  credit 
squeeze  is  the  way  the  stock  mar- 
ket has  been  bidding  up  S&L 
shares.  But  Martin  does  not  need 
his  Ph.D.  in  economics  (Univer- 
sity of  Indiana)  to  figure  that  one 
out.  "For  the  short  term,"  he  says, 
"the  market  is  betting  on  the  rate 
ceiling  being  renewed.  As  long  as 
the  ceiling  is  held,  what  is  the 
problem  when  we're  getting  8.5% 
on  mortgages'?"  ■ 


Preston  Martin 
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James  L  Knight 

Not  All  the  News 
When  new  smln  make  news  they're 
not  always  happy  about  it.  So  it 
was  last  month  with  John  S.  Knight, 
editorial  chairman  of  Knight  News- 
papers, Inc.  The  news  was  out  that 
the  Knight  company  (The  Miami 
Herald,  The  Akron  Beacon  Journal, 
the  Detroit  Free  Press;  dailies  in 
Charlotte,  Tallahassee  and  Macon, 
Ga.;  nondailies  in  Florida  and 
Georgia;  and  radio  and  TV  stations 
in  Ohio  and  Texas)  was  finally  go- 
ing public.  Asked  by  Fohbes  to 
comment  on  the  move,  John  Knight 
replied:  "I  don't  have  time  to  talk 
about  that.  Read   the  prospectus." 

The  "red  herring "  prospectus  re- 
vealed that  John  Knight  and  his 
brother.  Board  Chairman  James  L. 
Knight,  plan  to  sell  between  them 
some  20?  of  the  company  to  the 
public.  Rumored  price:  $30  mil- 
lion, which  would  put  a  total  mar- 
ket value  of  $150  million  on  the 
properties.  Jim  and  Jack  Knight 
will  continue  to  owti  22.9%  and 
35.9%,  respectively;  the  other  21% 
belongs  to  Knight  relatives  and 
company  executives. 

The  reasons  for  the  move  were 
obvious.  It  would  help  the  brothers 
diversify  their  interests,  lessen 
eventual  estate  problems  (Jim  is 
59,  Jack  74)  and  still  leave  them 
control  of  their  family  company.  ■ 


John  S.  Knight 


Edgar  F.  Kaiser 


Drop  in  the  Bucket 

A  CASUAL  READER  of  the  fine  print 
in  the  newspapers  last  month  might 
have  thought  that  Chairman  Edgar 
F.  Kaiser,  60,  was  worried  about 
Kaiser  Industries  Corp.,  the  $624- 
million  (assets)  complex  with  in- 
terests in  everything  from  steel  to 
aerospace  to  construction.  After  all. 
Kaiser's  earnings  dropped  10.1%  to 
$35  million  last  fiscal  year  (ended 
Dec.  31)  despite  a  3.6%  sales  in- 
crease to  $555  million.  And  a  Se- 
curities &  Exchange  Commission 
report  showed  that  Edgar  and  his 
wife.  Sue,  each  had  disposed  of 
30,000  shares  in  December,  then 
worth  about  $1.2  million.  This  re- 
duced their  personal  holdings  to 
21,000  each,  less  than  half.  So  read 
the  report. 

Not  quite,  however.  "It  was 
strictly  a  sale  for  personal  reasons," 
says  Kaiser  Industries  President 
Eugene  E.  Trefethen  Jr.  "Nothing 
more  than  that.  Through  trusts, 
Edgar  and  his  wife  still  own  almost 
3  million  shares." 

A  check  of  recent  records  shows 
the  Kaiser  family  as  a  whole  con- 
trols 57%  of  the  company's  24.3 
million  shares  of  common  stock. 
What  would  look  like  a  vast  sale 
by  many  others  turns  out  to  be 
a  drop  in  the  bucket.  ■ 
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The  Sergeant  Wears  Two  Hats 


levy 


Kr/pofos 


Air  Force  Sergeant  Robert  A. 
Levy  is  27,  a  reservist  called  to 
active  duty.  Last  year  he  earned 
about  $103,500.  The  $3,500  was 
military  pay;  the  rest  came  from 
international  mutual  fund  whiz 
Bernie  Comfeld. 

When  Sergeant  Levy  finishes  his 
military  chores  at  the  Air  Force's 
Suitland,  Maryland  Data  Systems 
Design  Center  at  4:30  each  after- 
noon, he  gets  in  his  new  white 
Buick  and  drives  to  the  offices  of 
his  investment  advisory  firm,  Com- 
puter Directions  Advisors,  Inc.  in 
Silver  Springs.  There,  aided  by  his 
partner  and  a  Control  Data  3600 
computer.  Levy  advises  Cornfeld's 
Investors  Overseas  Services  in 
Geneva  on  how  to  handle  a  .small 
$25-million  pool  of  its  $1.6  billion 
total.  (Levy's  partner,  Spero  L. 
Kripotos,  28,  is  a  civilian,  so  he 
only  makes  about  $100,000.) 

Levy  has  a  Ph.D.  in  business 
administration  and  two  other  de- 
grees earned  at  Washington's 
American  University.  His  thesis 
was  on  the  random  walk  theory, 
which  says  that  stock  market  prices 
do  not  follow  any  discernible  trend 
and  that  future  movements  can- 
not in  any  way  be  inferred  from 
past  movements.  The  random  walk 
theory  in  effect  says  technical  anal- 
ysis is  bunk.  Since  the  theory, 
if  true,  would  make  technical  anal- 
ysis   useless.    Levy,    a    technician. 


had  to  disprove  it. 

Levy  has  developed  techniques 
which  he  believes,  with  the  help 
of  the  computer,  can  discern  those 
trends  and  patterns  within  price 
movements  that  are  meaningful 
and  that  can  be  used  to  predict 
future  movements.  He  got  an  in- 
troduction to  Comfeld,  who  tested 
him  out  with  $5  million  in  late 
1966,  mere  small  change  by 
lOS  standards.  Cornfeld  later 
upped  the  fund  to  $25  million. 
Levy,  being  a  young  man  in  a 
hurry,  wasn't  about  to  let  military 
service  interfere  with  his  career,  so 
he  has  kept  up  his  money-man- 
agement assignment  while  doing 
what  he  considers  a  routine  as- 
signment for  the  Air  Force. 

As  a  technician.  Levy  contends 
"that  we  are  better  able  to 
detect  values  by  studying  price  and 
volume  patterns  and  trends  than 
by  studying  balance  sheets  and  in- 
come statements." 

Levy  uses  his  computer  to  find 
what  he  calls  glamour  stocks,  but 
his  definition  of  glamour  has  little 
to  do  with  products  or  manage- 
ments or  balance  sheets.  A  glam- 
our stock  to  Levy  is  a  stock  that 
is  moving. 

"We're  aggressive  investors.  We 
don't  usually  invest  in  the  stocks 
in  the  Dow-Jones  average,  so  the 
Dow  average  is  useless  to  us.  We 
keep  our  own  index  of  glamour- 
stock  price  movements.  The  stocks 
in  the  index  vary  from  week  to 
week.  Our  index,  for  example,  in- 
cluded the  airlines  in  1965,  but 
they're  not  in  there  now.  Some 
months  ago  conglomerates  were  in. 

"We  have  criteria  by  which  the 
computer  ranks  800  stocks  in  order 
of  desirabihty — for  technical  fac- 
tors," he  says. 

Right  now,  the  Levy-Kripotos 
computer  techniques  are  flashing  a 
rally.  Says  Levy,  "The  market  has 
been  oversold,  and  I  think  we're 
going  to  have  a  rally."  How  does 
he  know?  His  computer  techniques 
are  promising  one:  "We  have  some 
oversold  measures  that  are  pretty 
reliable  over  short-term  bottoms. 
They're  based  on  the  flow  of  money 
into  and  out  of  glamour  stocks,  as 
we  define  them.  The  flow  of  money 
is  volume  times  price  change." 

Levy  and  Kripotos  look  for  the 
rally  to  put  new  hfe  into  some  of 


the  old  glamour  groups  that  got 
deglamorized  recently:  mobile 
homes,  some  conglomerates — "if 
the  rally  occurs." 

Levy  says  he  and  his  partner 
chalked  up  a  better  than  40%  gain 
on  a  private  hedge  fund  he  man- 
ages. Although  he  is  not  free  to 
reveal  his  performance  for  lOS, 
last  year's  big  winners  were: 
Hilton  Hotels,  Loew's,  Mattel,  Mc- 
Donald's Coip.  Hotels,  conglomer- 
ates and  hamburgers — standard 
1968  fare  for  hot  young  money 
managers. 

We  remarked  on  this.  Isn't  it 
strange  that  so  many  of  the  com- 
puter-powered managers  come  up 
with  the  same  answers?  Levy  and 
Kripotos  agreed,  and  pointed  out 
that  the  only  answer  is  to  come  up 
with  new  ways  to  play  the  com- 
puter game. 

"Because  of  this,"  says  Kripotos, 
"the  bulk  of  our  time  goes  for  re- 
search. Not  the  usual  kind  of  Wall 
Street  research,  which  is  keeping 
up  with  the  companies  and  man- 
agements or  which  stocks  to  add 
to  their  portfolios.  Rather,  it's  in 
developing  newer  and  better  port- 
folio strategies — like  the  glamour 
stock  index."  Adds  Levy,  "As  soon 
as  you  get  a  new  technique  every- 
one else  gets  it,  and  it's  necessary 
to  develop  still  newer  techniques." 
It's  not  stocks  they're  looking  for, 
but  systems  for  picking  stock. 

However,  there  is  one  Wall 
Street  technique  that  Levy  and 
Kripotos  do  not  expect  to  improve 
upon.  In  fact,  they  expect  to 
make  good  use  of  it  after  Levy 
finishes  his  military  service.  This 
is  the  fine  old  art  of  going  public. 
We  asked  Levy  what  he  hoped  to 
achieve  in  business,  and  he  told 
us:  "We'd  like  a  track  record  so 
we  could  go  public  with  our  man- 
agement company  and  capitalize 
our  earnings." 

Some  things  never  change.  ■ 
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The  beginning 
of  a  billion  ddlar  industry 


t  myself."  Four  words  that  always  make  a  woman  feel  specia 
hether  she  picks  her  dress  off  a  tree. 
•  out  of  a  pattern  book. 

ome  sewing  today  has  grown  into  a  billion  dollar  market.  And 
Simplicity  Patterns  is  only  a  small  part  of  it,  we're  the  seed, 
lost  creative  part  of  it. 

)r  eighteen  consecutive  years  Simplicity  has  reported  record 
I  year.  In  the  past  five  years  our  business  has  doubled  and  our 
in  that  period  more  than  doubled.  Our  1968  sales  were  up 
our  operating  profits  were  up  28 7^. 
It  it  didn't  just  happen. 

e  have  a  secret  formula.  It's  called  faith  and  hard  work.  It 
ending  years  developing  an  educational  progr'am  with  thou- 
Home  Economics  teachers  across  the  country  who  teach  over 
sn  glials  to  sew  each  year, 
reach  50  million  women  in  rural,  urban  and  subur 


America  through  the  editorial  pages  of  many  of  the  leading  national 
women's  magazines. 

We  believe  in  advertising,  in  fact  so  strongly  that  we  have  con- 
tinually spent  money  to  keep  home  sewing  and  Simplicity  in  the  minds 
of  America's  women.  On  top  of  that  we  find  ourselves  investing  millions 
of  dollars  in  ])i-oduct  improvement  and  publication  and  plant  expansion. 

All  of  this  must  be  working. 

Because  aside  from  the  sales  record,  take  a  look  at  the  age  of  the 
average  home  sewer  :23  V-;.  Obviously  she's  younger  today,  more  affluent 
and  with  more  time  to  be  creative.  That's  why  every  success  in  the  past 
indicates  that  further  successes  are  on  their  way.  Because  while  the 
market  is  getting  younger,  it's  also  getting  bigger.  And  more  responsive. 

If  you'd  like  to  see  what  we're  expecting,  drop  us  a  line  and  we'll 
send  you  our  1968  Annual  Report. 
There's  enough  for  everybody. 


Simplicity 

The  pattern  people. 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


The  Money  Men 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  to  Vi 
higher. 

Over  5,000   styles   $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE    DIAMOND    CORP.,    DEPT.   46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 
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The  Cargoes 
Were  There, 
but 
the  Payoff 
Wasn't 


O.NL-i-  a  tew  miles  in  space  from 
Serj];eant  Levy's  digs  {.see  p.  HO) 
but  decades  away  in  time  are  tlie 
unadorned  yet  cluttered  offices  of 
Winslow  B.  Van  Devanter.  A  dif- 
fident, wliite-haired  man  of  72,  lie 
is  winding  up  a  48-year  career  as  a 
Washington,  D.C.  investment  coun- 
selor. (Van  Devanter  knows  Wash- 
ington well;  his  father  was  the  late 
Supreme  Court  Justice  Willis  Van 
Devanter,  whose  stand-pat  conser- 
vatism goaded  Franklin  D.  Roose- 
velt into  his  ill-fated  attempt  to 
pack  the  Supreme  Court.) 

Winslow  \'an  Devanter  was  for 
many  years  the  Washington  repre- 
sentative of  the  Lionel  D.  Edie 
organization.  For  the  past  13 
years,  he  has  been  in  businesj  for 
himself.  At  the  height  of  his  career, 
he  managed  $25  million  in  funds 
— whicii  is  about  what  Sergeant 
Levy  manages  today  after  only  a 
few  years  in  the  business.  Van 
Devanter  couldn't  be  more  differ- 
ent from  the  Levys  and  other 
"hot"  operators  dominating  the 
scene  today,  but  all  the  same  he 
has  some  interesting  things  to  say 
and  nearly  50  years  of  experience 
to  back  them  up. 

"I'm  a  conservative,"  he  sa\s, 
"and  I  don't  think  of  this  as  being 
a  bad  word.  I  define  a  conserva- 
tive as  a  man  who  looks  backward 
before  he  looks  forward.  I'm  not 
willing  to  bet  on  new  and  untried 
products  or  new  and  untried  man- 
agement. 1  want  to  know  what  a 
company  has  done  over  the  past 
ten  years,  what  its  products  are 
and  how  well  they  have  been 
handled." 

A  product  of  a  more  leisurely 
age,  Van  Devanter  always  pre- 
ferred to  take  the  long  view — the 
very  long  view.  One  of  the  biggest 
moiunmakers  he  ever  picked  was 
Zenith  Radio.  Why  did  he  pick  it? 
For  the  \ery  old-fashioned  reason 
that  he  liked  the  quality  of  the 
management.  Zenith  had  good 
Scottish  management,  men  named 


Winslow  Van  Devanter 

Robert-son  and  McDonald  looking 
after  the  stockholders'  capital.  It 
was  in  a  good  business.  The  com- 
bination was  just  right. 

"Good  Scottish  management" 
isn't  the  ingredient  that  brings 
automatic  earning  increases  and  it 
might  not  show  up  in  Sergeant 
Levy's  computer,  but  there's  no 
arguing  with  V'an  Devanter's  in- 
vestment logic.  Zenith  sold  around 
$3  (on  the  present  stock)  ii.  1954. 
20  in  1959,  40  in  1964,  and, 
although  it  has  been  a  bit  sluggish 
in  recent  years,  it  still  sells  well 
over  50.  Over  these  15  years,  the 
hot  stocks  have  gone  up  and  down 
— and  some  of  them  have  gone 
out. 

Like  most  of  his  generation. 
Van  Devanter  thinks  most  stocks 
are  way  overpriced  and  that  bonds 
— he  started  in  the  Twenties  as  a 
bond  and  money  market  adviser — 
are  very  cheap.  "I  can  predict  a 
reversal  in  both  markets,"  he  says. 
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"but  when  I  don't  know.  I  can 
only  know  this:  If  Washington 
means  business  on  inflation,  its 
actions  uill  bring  corporate  earn- 
ings down  and  bond  prices  up.  If 
Washington  doesn't  mean  businesr., 
well,  the  go-go  boys  will  look  good 
for  a  while,  but  the  long-range 
consequences  are  going  to  be  so 
terrible  that  nobody  will  come  out 
ahead. " 

\'an  Devanter  thinks  that  the 
sp)eculative  fever  of  the  day  has 
affected  not  only  the  stock  market, 
but  business  judgments  as  well. 
"Look  at  these  chemical  com- 
panies," he  says,  "earnings  either 
flat  or  down  and  depreciation  eat- 
ing up  the  earnings.  They're 
simply  not  getting  their  money 
back  fast  enough. 

"I  remember  what  Lammot  du 
Pont  once  told  me  .  .  .  ." 

We  interrupted.  "The  present 
chainnan  of  du  Pont?"  we  asked. 

"Oh  no,"  he  replied,  "not  Lam- 
mot du  Pont  Copcland.  His  uncle, 
Lanunot  du  Pont,  vvho  was  presi- 
dent of  du  Pont. ' 

We  let  him  get  on  with  his 
storv. 

"  "V'an,"  du  Pont  said  to  me, 
'we  sit  down  and  ask  ourselves: 
how  fast  can  we  get  our  money 
back  out  of  earnings?  Four  years, 
okay.  More  than  that,  maybe 
not." " 

We  mentioned  to  Van  Devanter 
that  corporate  earnings  seemed  to 
be  holding  up  pretty  well  in  spite 
of  e.xpensive  money,  skyrocketing 
wages  and  ta.xes.  "Yes, "  he  replied 
softly,  "that  is  remarkable."  But 
then  he  launched  into  a  polite 
criticism  of  current  bookkeeping 
practices.  He  doesn't  trust  many  of 
them  and  thinks  they  are  gro.ssly 
inflated.  'The  managements  are 
/lot  looking  at  what  earnings  really 
are,  they're  looking  at  the  stock 
market."  It  reminded  him  of  the 
situation  during  the  post-World 
War  I  panic  of  the  early  Twenties. 
The  banks  lent  money  on  cargoes 
destined  for  Latin  America  only 
to  find  that  when  the  cargoes 
reached  their  destination,  nobody 
was  there  to  pay  for  them.  The 
anticipated  payoff  didn't  material- 
ize. Similarly,  whatever  some  of  the 
recent  earnings  statements  may  say, 
the  cash  just  isn't  in  the  till. 

Something  Van  Devanter  said 
stayed  in  our  mind.  "You  do  have 
to  change,"  he  said,  "but  you  don't 
have  to  change  your  principles."  ■ 


CQIVIPJTER  CQininiJMJCflTJaU- 

PRaGflflininED  fqr  prqrts 

In  our  new  20-page  Monthly  Letter  Goodbody  discusses  the  telecommu- 
nication network,  producers  of  specialized  data  communication  equip- 
ment and  the  computer  utility  concept.  This  concept,  as  described  in  our 
Letter,  involves  the  flow  of  computer-processed  information.  The 
rapidly  growing  demand  for  data  communication  services  should 
enhance  the  profit  potentials  of  the  data  transmission  carriers  and  equip- 
ment manufacturers.  Our  April  Monthly  Letter  presents  a  tabulation  of 
companies  in  this  industry  and  describes  the  services  performed  and  the 
types  of  equipment  produced  by  each.  Our  Letter  mentions  nine  com- 
panies in  the  field  and  recommends  the  stocks  of  the  three  for  which 
data  communication  is  the  major  activity.  For  your  copy  of  our  April 
Monthly  Letter  simply  call  or  write  the  Goodbody  office  nearest  you. 


@ 


Successful  investors  know  GoodbocJy 
GOODBODY&  CO. 


EST.  1891  S5  BROAD  STREET,  NEW  YORK 

Mtmberi  New  York  Slock  F>chinge  and  Leadme  Slock  and  CommodHy  Eichane^c    •    Ovi-r  100  Oflpces  Throughoul  the  Nation. 


invesUBsDii 

pi^cisely  what  i8  it  P 

|lPCd8Ciy  those  common  stocks  believed  to  be  most  under- 
valued among  the  hundreds  we  regularly  monitor. 

PP CCISdy  selected  with  the  aid  of  computer  techniques 

usinj^  clala  supplied  by  our  security  analysts. 

PPcCISCly  employed  in  a  portfolio  management  strategy 
designed  to  keep  money  optimally  at  work  in  undervalued  stocks. 

pP6CIS6iy  oriented  toward  capital  gains  investing . . . 
toward  the  search  for  capital  growth  through  eventual  realiza- 
tion of  fundamental  values. 

INVESTECH  is  a  service  of  the  investment  counsel  affiliates  of: 

THE  BOSTON  COMPANY,  INC.  100  Franklin  Street 

Boston,  Massachusetts  02106 
Telephone  (617)  542-9450 

INVESTECH  is  intended  for  fundings 

of  $240,000  or  more. 

For  further  information  please  direct  your 

inquiry  to  Department  F2 
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Merrill  Lynch  reminds  investors  with  taxable  incomes  of  $24,000  and  up: 

Municipal  bonds  can 

increase  your  investment  income 

by  60  percent-or  more 


Most  salaried  and  professional 
people  regard  their  invest- 
ment income  as  icing  on  the 
cake. 

In  this  sense,  income  from 
stock  dividends,  savings  ac- 
counts and  most  bonds  is  tax- 
able at  the  highest  rate  appli- 
cable to  total  taxable  income. 

But  interest  from  good-qual- 
ity municipal  bonds  (yields  of 
5V2%  or  better  are  common  to- 
day—higher than  they  have  been 
for  30  years)  is  entirely  exempt 
from  Federal  Income  Taxes,  in- 
cluding the  new  surcharge— and 
is  often  exempt  from  state  and 
city  taxes,  too. 

So,  if  you  are  liable  for  tax- 
es, a  municipal  bond  is  bound  to  give 
you  more  after-tax  income  than  a 
stock,  savings  account  or  other  bond 
with  the  same  yield. 

Increases  of  60%  and  more 

Take,  for  example,  two  couples, 
each  with  a  total  taxable  income  of 
$35,000.  Each  couple  has  an  invest- 
ment income  of  $3,000. 

The  Carsons  have  savings  and 
other  taxable  investments  yielding  a 
healthy  average  of  SVa  % .  Federal  tax 
bite  on  their  $3,000:  $1 ,386. 

The  Parkers  have  municipal 
bonds,  also  yielding  51/2%.  Federal 
tax  bite  on  their  $3,000:  nothing. 

The  Parkers'  extra  net  investment 
income:  $1 ,386— 85%  more. 

The  larger  your  income,  the  larger 
your  additional  net  investment  in- 
come from  municipals.  It  can  run  to 
60  percent  extra  — or,  as  in  the  fore- 
going example,  even  more. 

For  people  in  the  55%  tax  brack- 
et, the  retained  income  on  a  munici- 
pal bond  yielding  51/2%  is  the  same 
as  the  retained  income  from  a  tax- 
able investment  yielding  over  11%. 

This  helps  explain  why  investors 
are  buying  new  municipal  issues  at  a 
rate  of  more  than  a  billion  dollars  a 
month. 

Scan  the  table  above  to  see  what 
municipals  could  save  you. 

100%  safe?  Almost 

Among  investment  media,  only 
the  securities  of  the  United  States 
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Your  Federal  Tax  Saving 

Check  how  much  money  couples  with  investment  in- 
comes of  $1,000,  filing  joint  returns,  can  now  save  with 
municipal  bonds: 

If  your  total  taxable 

income  is  from $24,000  $36,000  $52,000  $88,000 

to 28,000     40,000     64,000  100,000 

And  you  have  in- 
vestment income  of 
$1,000  from  savings 
and  other  taxable 
securities,  your  Fed- 


eral  tax  bite  is 

$396 

$495 

$583 

$660 

If  you   have   invest- 

ment  income   of 

$1,000  from  munici- 

pal bor)ds,  your  Fed- 

eral tax  bite  is 

$000 

$000 

$000 

$000 

Your  saving 


$396    $495    $583    $660 


Government  have  a  better  safety  rec- 
ord than  municipal  bonds. 

Even  during  the  1930's,  over  98 
percent  of  municipals  paid  interest 
and  repaid  capital  on  time. 

In  the  whole  history  of  these 
bonds,  less  than  half  of  one  percent 
of  all  issues  have  not  eventually  paid 
their  creditors  in  full. 

Although  the  high  degree  of  safe- 
ty of  municipals  is  one  of  the  princi- 
pal attractions  of  these  securities, 
some  are  considered  safer  than 
others.  Practically  every  bond  issued 
is  given  a  rating— which  can  go  all 
the  way  up  to  triple  A— by  Moody's  or 
Standard  &  Poor's. 

Forthe  current  rating  of  any  bond 
that  interests  you,  just  call  Merrill 
Lynch. 


Not  all  wine  and  roses 

After  all  the  praise  we've  lav- 
ished on  municipals,  Merrill 
Lynch  feels  obliged  to  remind 
investors  that  these  bonds  do 
have  a  couple  of  drawbacks. 

First,  municipal  bonds  offer 
little  prospect  of  capital  appre- 
ciation. It  is  true  that,  in  our  judg- 
ment, many  municipals  may  in- 
crease in  value,  if  interest  rates 
descend  from  their  present  his- 
toric highs.  But  the  primary  at- 
tractions of  municipals  are  in- 
come and  security— and  emphat- 
ically not  growth. 

Second,  any  capital  gains 
you  make  on  municipals  may  be 
subject  to  tax— just  as  capital 
losses  may  be  deductible. 

Suggestions  for  your  portfolio 

For  a  probing  discussion  of  this  and 
other  aspects  of  municipals,  and  our 
concrete  suggestions  of  bonds  that 
might  suit  your  portfolio,  stop  by 
your  nearest  Merrill  Lynch  office. 
There's  no  charge  or  obligation,  of 
course. 

Meanwhile,  clip  the  coupon  for 
our  helpful  32-page  booklet,  "Invest- 
ing for  Tax-Exempt  Income."  It's 
good  investment  information,  yours 
for  the  asking. 

Investigate— then  invest. 

M7i  Imerrill  lynch, 


PIERCE. 

FENNER  &  SMITH  INC 

70   PINE    STREET,   NEW   YORK.   N.  Y.  10005 
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FREE  32-PAGE  BOOKLET 

To:  Merrill  Lynch,  P.O.  Box  333,  Wall  Street  Station,  New  York,  N.Y.  10005 

I  am  interested  in  the  possibility  of  saving  tax-dollars  through  the  owner- 
ship of  municipal  bonds.  Please  send  me,  without  charge  or  obligation, 
your  32-page  booklet,  "Investing  for  Tax-Exempt  Income." 


DA  I 


MR. 

MRS. 

MISS 


ADDRESS- 


(Please  Print) 


PHONE. 


CITY, 


-STATE - 


-ZIP. 


MB 
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The  Economy 


Waiting  for  tfie  Waiter 


Prices  in  your  favorite  restaurant 
probably  have  gone  up  recently, 
but  even  that  doesn't  measure  the 
full  depreciation  of  your  dollar's 
restaurant  power.  If  you  have  to 
call  the  waiter  three  times  to  get 
a  menu,  remind  him  of  what  you 
ordered  and  fume  while  you  wait 
for  the  check,  the  service  you  re- 
ceive has  gone  down  at  the  same 
time  prices  went  up.  It's  no  differ- 
ent than  the  size  of  a  Hershey  bar 
shrinking  when  cocoa  prices  rise. 

Enterprises  like  restaurants,  dry- 
cleaning  shops  and  hospitals  make 
up  the  fast-growing  "service "  econ- 
omy, and  b\  definition  they  have  a 
high  labor  factor.  Most  gains  in 
productivity  come  from  the  substi- 
tution of  machinery  for  manpower, 
but  in  most  cases,  the  "services" 
are  manpower.  So  while  agriculture 
has  managed  to  increase  producti\- 
ity  by  3.4^  annually  over  the  last 
45  >ears,  and  industry  has  man- 
aged a  2.2%  gain,  productivity  in 
ser\ices  has  grown  at  only  1.1!?  a 
year,  (Judging  by  the  sloppy  serv- 
ice in  restaurants  today,  productiv- 
ity has  gone  doicn  in  some  areas. ) 

In  addition  to  the  high  lalx)r 
factor,  the  service  area  also  includes 
a  greater  percentage  of  women, 
teenagers  and  part-timers  than  does 
industry.  This  means  that  people  in 


the  services  are  never  quite  as 
efficient  as  those  in  industry,  who 
have  greater  mastery  of  their  jobs. 

Some  people  claim  that  there 
art-  opportunities  for  productivity 
gains  in  the  services.  Says  Dr.  \'ic- 
tor  R.  Fuchs  of  the  National  Bu- 
reau of  Economic  Research:  "You 
can  get  substitution  for  things  like 
a  full-service  restaurant  which 
proN  ides  sophisticated  fare  and  also 
charges  a  lot.  Along  conies  a  Mc- 
Donald's Hamburger  or  Kentucky 
Fried  Chicken.  They  specialize, 
give  you  little  service  and  low 
prices.  People  will  settle  for  that." 

Whether  such  examples  are  true 
substitution  is  debatable.  As  Mar- 
tin Luther  said,  "A  faithful  and 
good   servant   is   a   real   godsend." 


It's  lAX  TIME,  and  among  the 
luckiest  taxpayers  are  those  who 
own  a  good  hunk  of  tax-free  mu- 
nicipal bonds.  Ironically,  these 
bonds'  days  may  be  numbered,  be- 
cau.se  they  are  not  as  attractive 
as  they  used  to  be. 

They  are  still  attractive  to  some 
rich  individuals,  of  course.  A  mar- 
ried man  in  the  50%  tax  bracket 
( taxable  income  from  $44,000  to 
$52,000)  can  buy  a  5%%  tax-free 
municipal  bond  and  enjoy  an  effec- 


tive after-tax  return  of  ll/i%.  But 
other  buyers  of  municipal  bonds, 
such  as  banks  and  insurance  com- 
panies, are  beginning  to  shun  them. 

The  reason  is  the  expectation  that 
today's  interest  rates  will  climb 
even  higher.  In  the  case  of  banks, 
they  have  more  demand  for  loans 
at  ever-increasing  interest  rates, 
and  they're  actually  selling  munic- 
ipals. Casualty  companies,  once  big 
buyers,  are  less  interested  because 
of  heavy  tax-deductible  underwrit- 
ing losses.  Life  companies  pay  only 
about  a  12%  tax  on  investment  in- 
come. That  doesn't  make  tax-free 
municipals  very  attractive  in  an 
era  where  a  9.5%  office-building 
mortgage  with  an  equity  kicker  is 
available.  And  even  the  venture- 
some rich  can  do  better  by  going 
into  land  or  oil-drilling  tax  shelters. 

This  means  that  municipalities 
are  having  trouble  raising  money 
through  tax-free  bonds  at  bearable 
interest  rates.  Over  20%  of  all  tax- 
free  issues  planned  for  1969  have 
been  withdrawn.  If  the  trend  keeps 
up,  the  Federal  Government  will 
have  to  subsidize  the  cities  directly 
rather  than  through  tax-exemption. 

Moreover,  with  the  public  made 
restive  by  recent  plans  to  extend 
the  tax  surcharge,  recovery  of  the 
$1.8  billion  that  tax-free  munic- 
ipals cost  the  Treasury  last  year 
in  lost  revenue  could  become  a 
politically  inviting  target.  ■ 
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Composed  of  the  following. 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
IDepl.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) 

•  How  intensively  are  we  building?  (Dept.  ol 


I 


preliminary         ^  ^^^ ^^B.O 

MAR 128.3 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.2 

DEC 136.7 

JAN 136.8 

FEB 137.5 

MAR.  (prel.).  137.8 

Commerce  private  nonlarm  housing  starts)  service  price  index  related  to  the  consumer 

Consumption  price  index) 

•  How  much  are  people  spending?  (Dept.  ol  Incomm 

Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  ol 

•  To  what  extent  are  consumers  going  into      Commerce  personal  income,  wage  and  salary 
debt?  (Federal  Reserve  net  change  in  con-      disbursements) 

sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  costly  are  services?  (Dept.  ol  Commerce       Dept.  of  Labor  initial  unemployment  claims) 
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NOW.  .  .  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  SIO.OOO- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries. 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  genera- 
tion computer  facilities  to  analyze  facts  and 
help  make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  port- 
folio. 

For  complete  information  send  forour32page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends. " 

SPEAR  &  STAFF,  INC. 

Investment  Management  Div. 

Dept.  MF-415 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32  page  booklet  "Declare  Your  Own  Divi- 
dends." Confidentially  my  account  would 
amount  to  $ 

NAME 


STREET-, 
CITY 


STATE. 


_ZIP- 


In  an  uncertain  market 
turn  to  the  facts  . . . 

"The  Convertible 
Bond  Chart  Book" 


(340  charts  in  all) 


Months  in  preparation, 
the  April  1969  Converti- 
ble Bond  Chart  Book  is 
must  reading,  pinpoint- 
ing opportunities  in  this 
volatile  market.  This  sturdily-bound  118-page 
8th  Edition  covers  virtually  every  convertible 
listed  (and  most  leading  O.T.C.  issues)— 340 
in  all.  Each  chart  includes  price  action  ol  the 
bond  and  common  stock,  conversion  terms, 
call  data,  amount  ot  issue,  interest  rale  and 
date,  company  business,  plus  "The  Conver- 
sion Value  Finder"  which  shows,  at  a  glance, 
the  relationship  ol  the  bond  price  to  its  con- 
version value 

SPECIAL  BONUS:  To  introduce  this  unusual 
new  book,  Kalb.  Voorhis  will  include  lor  the 
same  $10  charge,  an  8-week  trial  subscription 
to  the  KV  CONVERTIBLE  FACT  FINDER  which 
computer-processes  significant  data  on  over 
900  convertibles  (including  Bonds,  Prelerreds 
and  Warrants). 

The  FACT  FINDER  is  a  complete  "data  inven- 
tory" on  Convertibles  .  .  .  and  much  more. 
New  developments  affecting  existing  issues 
and  reports  of  new  issues  are  an  integral  part 
of  each  edition  With  this  useful  investment 
tool,  we  believe  you  will  be  in  a  stronger  posi- 
tion to  enhance  your  investment  interest  in 
the  months  ahead. 

Please  send  Convertible  Bond  Chart  Book  PLUS 
Bonus  Offer  of  8  week  trial  subscription  to  the 
Kalb,  Voorlils  CONVERTIBLE  FACT  FINDER. 

D  I  enclose  $10  payment  in  full,     n  Bill  me. 

Name 


(Please  print) 


Addrett- 
City 


-State. 


.Zip. 


Kalb,  Voorhit  «  Co., Dept.  -n  I 

27  William  Street,  New  York,  N.Y.  10005  ■ 

Memlxr:  N  Y.  Stock  Kxcltanpc.  .\iiu>r.  Slock  Kxcliancc      I 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.SchuIz 


More  About  The  Basic  Problem 


In  the  l.\st  issue,  this  column  at- 
tempted to  sliow  how  monetai\  ic-- 
stiaint — leceut,  current,  and  prospec- 
tive— can  work  to  undermine  the 
stock  market's  basic  technical  position, 
especially  at  a  time  when  the  econ- 
omy continues  to  expand. 

It  takes  little  imagination  and  no 
great  expertise  to  gra.sp  the  fact  that 
money  is  a  key  factor,  perhaps  ihc 
kc\  factor,  in  the  .shifting  suppK- 
dcmand  relationships  that  produce  the 
uptrends  and  downtrends  in  prices 
with  which  technical  stock  market 
analysis  strives  to  deal.  ObviousK',  in- 
vestors can  bid  aggressively  for  com- 
mon stocks  when  additions  to  the 
moneN  supply  exceed  the  current 
"working  capital"  requirements  of  the 
economy.  On  the  other  liand,  this 
sof.rce  of  surplus  bu\ins  power  is 
diminished  or  e\en  foreclosed  to  them 
when  m()ne\'  growth  lalls  shoit  ol 
gross  national  product  growth;  in- 
deed, under  such  conditions,  business- 
men ma\'  have  to  raise  capital  1)\ 
selling  stocks,  thereby  addin.g  to  the 
suppK'  at  a  time  when  bining  power 
is  being  impaired. 

Latest  data  at  presstime  indicate  a 
continuing  aggraxation  of  the  diver- 
gence between  mone>'  growth  and 
GNP  growth  that  has  posed  a  threat 
to  the  stock  market  since  the  turn  of 
the  \ear.  During  the  first  quarter  the 
broadly  defined  money  supply  (pub- 
licly owned  currency  and  checking- 
accoimt  money  plus  time  deposits) 
aveiaged  only  .some  $2  billion  more 
than  in  the  final  (juarter  of  1968.  This 
increase  is  ecjual  to  no  more  than 
about  12%  to  13%  of  ({uarter-to-quartcr 
growth  in  the  CNP,  which  is  being 
estimated  at  $1.5  billion  to  $17  bil- 
lion. If,  as  .some  economists  believe, 
and  as  the  record  of  recent  years  sug- 
gests, each  dollar  added  to  GNP 
needs  40  cents  to  45  cents  of  new- 
money  to  suppoit  the  economy  at  a 
comfortable,  non-inflationary  rate  of 
expansion,  the  first  quarter's  mone\ 
growth  fell  $4  billion  to  $6  billion 
short  of  meeting  this  desirable  nonn. 

A  Minus  Factor 

NVith  tlie  Federal  Reserve  Board  on 
record  as  planning  to  restrict  further 
additions  to  the  broad  money  supph 

Mr.  Schuli  It  a  parlnar  In  the  New  York 
Stock  Exchange  firm  of  Wolfe  &  Co. 
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— perhaps  to  at  most  $4  billion  to  $5 
l>illion  in  each  of  the  next  three  quar- 
ters— money  growth  presumably  will 
remain  "subnorm  \\"  until  GNP 
growth  slows  to  $8  billion  to  $10 
billion  quarterh',  or  about  half  the 
growth  rate  for  the  quarter  just  past, 
iiut  even  bearish  economists  do  not 
at  this  time  e.xpect  GNP  growth  to 
subside  to  these  levels  before  the  final 
J  969  (quarter  at  the  earliest.  This,  in 
my  opinion,  means  that  money  is 
likeh  to  remain  tight  enough  to  be 
a  minus  lactor  for  the  stock  market 
lor  at  least  the  next  six  to  nine  months. 

It  may  seem  absurd,  with  GNP 
above  $900  billion  and  money  supph 
close  to  $400  billion,  to  regard  a  few 
billion  dollars'  shortfall  in  money 
giowth  relative  to  GNP  growth  as  a 
llireat  to  the  aveiage  level  of  common 
stock  prices.  But  it  takes  only  small, 
marginal  changes  in  mone\  flow  to 
shiit  over-all  supply-demand  relation- 
ships in  favor  of  higher  or  lower  prices. 
Last  year,  for  example,  investors  deal- 
ing in  round  lots  of  stock  (100  shares 
or  multiples  of  100)  bought  some  75 
million  shares  more  than  they  .sold 
oil  the  New  York  and  American  Stock 
Exchanges — a  net  expenditure  of  proh- 
abl\-  no  more  than  $3  billion,  but 
enough  to  keep  stock  prices  rising 
strongK  most  of  the  year.  Compare 
this  sum  with  the  estimated  $5  billion 
deficiency  in  money  growth  relative 
to  GNP  growth  duiing  the  past  quartei 
alone,  and  you  can  see  how  ever 
smaller  shortfalls  during  the  rest  ot 
1969  could  erode  or  wipe  out  the  sur 
plus  buying  power  presumably  needec 
to  keep  stock  market  demand  aheac 
of  supply. 

There  are,  moreover,  rea.sons  to  be 
lieve  that  the  supply  of  common  stock 
will  be  more  ample  this  year  than  last 
As  noted  earlier,  some  investors  wil 
probably  find  it  necessary,  as  well  a 
(juicker  and  cheaper,  to  meet  thei 
financial  business  requirements  b; 
selling  stock  than  by  borrowing  fror 
banks.  Similarly,  coiporations  may  fini 
it  easier  and  less  costly  to  raise  capita 
in  the  stock  maiket  than  in  the  bom 
market.  Toda\',  major  corporation 
nnist  pay  8%  or  .so  for  long-ten 
mone\';  after  allowing  for  the  ta> 
deductibility  of  interest  expense,  th 
net  cost  of  such  credit  works  out  t 
somewhat  under  4%,  still  more  tha 
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Dividend  No.  85 

The  board  of  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Four 
Cents  ( 44< )  a  share  on  the  capi- 
tal stock  of  the  Company,  pay- 
able May  IS,  1969,  to  stock- 
holders of  record  at  the  close  of 
business  April  IS,  1969. 

JOHN  DAVIDSON,  Secretary 
March  19,  1969 


most  blue-chip  companies  pay  out  in 
dividends  from  after-tax  earnings. 

Last  year,  it  has  been  estimated,  the 
supply  of  stock  contracted  by  some 
S400  million,  chieHy  because  retire- 
ments were  unusually  high  as  a  result 
of  the  merger  spree.  This  year,  with 
credit  tight  and  expensive  and  anti- 
merger restraints  in  the  making,  re- 
tirements will  probably  be  much  smal- 
ler, so  that  1969  may  see  a  net  growth 
of  $1  billion  or  more  in  the  supply  of 
available  stock.  Needless  to  say,  a 
year-to-year  swing  of  perhaps  $1.5 
billion  from  net  retirement  to  net  ad- 
dition, at  a  time  when  surplus  buying 
power  is  apt  to  shrink,  could  weaken 
the  market's  basic  technical  position 
still  further. 

No  Breakthrough  for  Stocks 

On  several  occasions  in  recent 
weeks,  in\estors  were  prompted  to 
buy  common  stocks  at  rising  prices  by 
hopes  of  a  breakthrough  to  peace  in 
\'ietiiam.  There  can  be  considerable 
doubt  that  such  a  breakthrough  would 
call  for  more  than  a  purely  emotional, 
relatively  brief  celebration  in  the 
stock  market.  For  one  thing,  the  ex- 
pectation of  peace  has  been  well  built 
into  the  price  structure  since  Presi- 
uent  JohiTSon  first  moved  toward 
negotiations  in  March  1968,  when 
the  Dow  stood  at  840,  and  the  bulk  of 
any  reaction  may  be  largely  discount- 
ed above  900.  Also,  even  a  complete 
halt  of  hostilities  would  provide  no 
sound  basis  for  thinking  the  federal 
budget  could  be  significantly  pared 
for  a  year  or  more  and  so  would 
probably  give  neither  the  Fed  nor  the 
Administration  cause  for  relaxing 
monetary  and  fiscal  restraints. 

Peace  hopes  or  prospects  apart, 
many  investors  have  been  looking  for 
higher  stock  prices  in  the  belief  that 
the  Federal  Reserve  is  essentially  ei- 
ther powerless  or  unwilling  to  arrest 
the  inflation  or  that  its  anti-inflation 
effort  will  be  abandoned  at  the  first 
threat  of  a  recession.  These  views 
strike  me  as  quite  unrealistic.  The  Fed 
unquestionably  has  the  means  to  re- 
strict and  even  to  reverse  money 
growth,  and  its  determination  to  apply 
these  means  is  likely  to  increase  in 
direct  proportion  to  the  public's  skep- 
ticism of  it.  And  a  recession  threat 
seems  so  distant  that  the  question  of 
whether  the  Fed  might  "cave  in" 
under  it  will  probably  remain  entirely 
academic  for  a  long  time.  Meanwhile, 
monetary  restraint  can  disinflate  the 
stock  market  sooner  and  more  effi- 
ciently than  it  is  likely — or  designed 
— to  disinflate  the  economy.  ■ 


WHAT  MAKES 


Mr.  Biel  is  on  vacation.  His  column 
will  be  in  the  next  issue. 
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MARKET  COMMENT 

By  L  0.  Hooper 


Buy  On  Weakness 


It  is  fair  to  say  that  the  cool-the- 
economy  objectives  of  the  new  Ad- 
ministration and  the  Fed  thus  far 
have  worked  better  in  the  financial 
markets  tlian  in  the  economy.  Bond 
prices  have  dechned  to  a  point  where 
yields  are  the  highest  in  three  genera- 
tions; and  the  DJI  recently  was  off  an 
even  100  points  from  the  December 
intra-day  high.  On  the  other  hand, 
most  indices  of  business  activity  and 
prices  have  either  advanced  or  have 
not  declined  significantly. 

It  would  appear  that  a  heavier  re- 
straining hand  is  necessary  if  the  rate 
of  inflation  is  to  be  slowed;  and  it  is 
becoming  more  and  more  difficult  to 
apply  a  heavier  hand.  The  rediscount 
rate  can  be  increased  again  and  such 
action  will  probably  be  taken.  There 
is  a  good  chance,  too,  that  reserve 
requirements  of  commercial  banks 
will  be  increased,  reducing  their  lend- 
ing capacity.  The  prospect  for  further 
contraction  in  federal  spending,  how- 
ever, is  not  good.  President  Nixon  is 
finding  the  Jolinson  budget  tighter 
than  he  expected;  the  war  in  Vietnam 
has  not  been  ended;  and  new  spend- 
ing projects  are  threatened.  Because 
of  a  sharp  increase  in  capital  spend- 
ing expectations,  there  is  some  talk  of 
ending  or  reducing  the  investment  tax 
credit,  or  even  increasing  the  surtax 
above  10%.  If  expensive  money  is 
having  any  effective  restraining  influ- 
ence, it  is  not  in  the  area  of  private 
capital  spending;  and  its  restraining 
impact  on  state  and  municipal  pro- 
jects is  only  spotty. 

Shopworn  Arguments 

Unless  the  Washington  "we-mean- 
business"  attack  on  inflation  and  an 
overheated  economy  soon  begins  to 
yield  results,  tlie  stock  market's  bear- 
ish response  to  additional  measures 
will  be  less  emphatic.  In  fact,  the 
response  is  already  dulled,  partly  be- 
cause new  pressure  on  the  money  mar- 
ket is  expected  bad  news  that  is  dis- 
counted in  advance.  The  stock  mar- 
ket responds  to  tlie  unexpected  and 
ignores  the  expected.  In  short,  I'm 
beginning  to  suspect  that  the  bear 
arguments  are  getting  shopworn,  and 
I'm  more  wilhng  to  buy  some  stocks 
on  any  real  weakness. 

Mr.  Hooper  Is  associated  with  tlie  New  York 
Stock  Exchange  linn  ol  W.   E.  Hutton  A  Co. 
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The  stock  market  has  been  in  a 
downtrend  since  Dec.  2.  No  one 
knows  the  exact  date,  or  the  exact 
price  spot,  at  which  the  DJI  will  re- 
cord the  low  of  April  or  May,  but 
the  chances  are  that  an  important 
intermediate  low  will  be  recorded 
some  time  before  the  first  of  June 
and  probably  before  the  end  of  May. 
That  low  could  be  tested  later  in  the 
year,  but  there  should  be  a  worth- 
while rally  during  the  early  summer 
months.  In  a  "representative"  year, 
the  Dow  list  has  a  summer  rally;  and 
the  probability  of  such  a  seasonal  rally 
in  1969  is  increased  by  the  extent  of 
the  correction  since  early  December. 

It  is  suggested,  therefore,  that  in- 
\estors  who  have  accumulated  cash 
during  this  weakness  now  begin  to 
look  for  values,  to  be  more  willing  to 
put  money  to  work  on  weakness.  I 
am  still  projecting  a  low  of  around 
850  in  the  DJI 
some  time  before 
June.  I  may  be  a 
little  too  low  or 
a  little  too  high, 
but  I  suspect  that 
840-860  may  be 
a  logical  area  in 
which  to  accumu- 
late some  stocks. 

What  the  in- 
dividual investor 
will  do  will  de- 
pend on  his  pre- 
judices and  objec- 
tives— anc-  on  his 
opinion  as  to 
whether  new 
\  ogues  will  strike. 
If  he  thinks  the 
mien  of  the  market  will  be  conserva- 
tive, it  might  be  logical  for  him  to 
look  at  some  of  the  low  price/earnings 
stocks  that  offer  good  solid  values  and 
were  more  or  less  neglected  in  the 
1969  boom.  One  of  these  is  National 
Steel  (around  50),  paying  $2.50,  earn- 
ing about  $4.60  a  share,  and  boasting 
some  of  the  best  steelmaking  proper- 
ties anywhere  in  the  world.  By  1971 
practically  100%  of  the  company's 
production  will  be  coming  from  mod- 
ern oxygen  furnaces. 

Other  steel  stocks  that  are  appealing 
are  U.S.  Steel  and  perhaps  Armco  Steel. 
Alcon  Ahimiiiivm  (30)  promises  to  earn 
more  per  share  for  the  current  year 


than  in  any  previous  year  in  the  com- 
pany's history.  International  Nickel, 
(36)  is  producing  a  metal  for  whicli 
the  demand  seems  sure  to  grow.  Ana- 
conda (52)  is  a  value  in  assets,  since 
it  has  so  many  new  properties  coming 
into  production  in  the  years  just 
ahead. 

Down  from  Highs 

Other  investors  are  intrigued  with 
the  issues  that  are  "way  down"  in 
price  from  their  former  highs.  A  few 
■  which  may  have  some  appeal  are 
listed  below.  The  space  to  discuss 
these  stocks  individually  is  not  avail- 
able. Obviously  all  of  them  involve 
risks,  especially  the  conglomerates. 
Ztiin  Industries  is  earning  only  about 
75  cents  a  share,  but  the  company  is 
in  most  areas  of  pollution  control. 
Chrysler,  even  with  a  bad  year,  could 
earn  $4.50  a  share,  and  will  probably 
do  better  than  that.  Gulf  Resources 
had  a  bad  experience  with  sulphur 
last  year,  but  it  should  not  be  over- 
looked that  this  company  does  not 
have  a  big  capitalization  and  that  it 
now  owns  both  Bunker  Hill  ir  Sulli- 
van (the  big  Coeur  d'Alene  mining 
property)    and  Lithium. 

The  recognized  senior  growdi 
issues  certainly  would  not  be  ne- 
glected in  any  fresh  surge  of  buying, 


1968 

Recent 

Recent 

Company 

High 

Low 

Prite 

Babcock  &  Wilcox 

48 

333/4 

34 

Boeing 

90V4 

46'/8 

50 

Bristol-Myers 

83% 

591/4 

64 

Chrysler 

723/4 

48 

54 

Combustion  Engineering 

81% 

59% 

66 

Continental  Air  Line 

37%' 

17 

17 

EG&G 

72 

37y8 

42 

Falrchild  Camera 

1341/8* 

52 

77 

Global  Marine 

63% 

27 

29 

Gulf  Resources 

40% 

18 

18 

Kerr-McGee 

1421/2 

963/4 

109 

Litton   Industries 

1043/4 

481/4 

52 

Loew's  Theatres 

611/2 

391/4 

46 

McDonnel  Douglas 

59% 

38 

38 

McGraw-Hill 

54% 

331/4 

37 

Memorex 

931/2 

65 

78 

Pan  American  Sulphur 

411/4 

241/2 

25 

Studebaker  Worthington 

721/8 

47% 

54 

Zurn  Industries 

45'/8 

25% 

27 

•1967   highs,    not   1968. 

especially  since  the  performance 
people  will  be  anxious  to  put  to  work 
the  considerable  cash  reserves  they 
ha\'e  accumulated.  A  few  of  these  are 
Avon  Products,  International  Business 
Machines,  National  Cash  Register, 
Motorola  and  Halliburton.  Other  less- 
recognized  growth  issues  which  appeal 
to  me  are  General  Development,  Mc- 
Culloch  Oil  and  Zayrc.  For  special 
situations,  I  hke  Pittston  and  Pcnn 
Central  in  spite  of  the  latter  s  poor 
railroad  showing. 

Be  sure  you  get  the  meaning  of 
this  column.  It  is  to  buy  on  weakness 
for  a  summer  rally — not  to  buy  on 
stiength.  ■ 

FORBES,  APRIL  15,  1969 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Something  New  In  The  Marketplace 


At  the  turn  ot  the  month,  I  ex- 
pressed the  opinion  that  there  are 
times  when  the  market's  background 
and  outlook  could  best  be  defined 
in  shades  of  gray  rather  than  jet  black 
or  pure  white.  I'd  like  to  pursue  this 
point,  for  there  are  four  fundamentally 
constructive  forces  undeilying  this 
environment  which  can  be  obscured 
by  the  daily  financial  headlines. 

•  I've  long  said  that  many  security 
buyers  spend  entirely  too  much  time 
talking  about  "the  market" — which  is 
nothing  more  than  a  psychedelic  su- 
permarket. I'm  not  saying  that  ever\ 
day  is  a  day  when  common  stocks 
are  a  synonym  for  happiness.  But  the 
practical  fact  is  that,  although  the 
Dow-Jones  industrial  average  today  is 
about  where  it  was  exactly  three  years 
ago,  theie  have  been  scores  of  in- 
dividual-issue bull  and  bear  markets 
in  the  intervening  three  years. 

•  I  also  have  long  felt  that  when 
an>  opinion  is  unanimously  held,  it's 
time  to  look  for  the  other  side  of 
the  coin.  In  this  connection,  let  me 
make  three  points:  a)  Downswings 
always  are  shorter-lived  than  up- 
swings, b)  A  new  Dow  Theory  may 
have  come  into  being  via  the  size 
of  the  mutual  fund  cash  reserves. 
When  these  reserves  are  approaching 
a  peak  (which  I  suspect  was  the  case 
in  March)  tlie  market  usually  is  close 
to  a  turning  point,  c)  As  everyone 
knows,  speculation  is  a  business  of 
anticipation.  I  think  it  therefore  sig- 
nificant to  note  that,  despite  all  om- 
problems,  the  potential  liabihties,  the 
world  troubles,  the  market  today  does 
not  resemble  that  of  1962. 

•  We've  become  such  a  nation  of 
headline  readers  tliat  many  are  over- 
looking one  significant  point:  While 
the  .3'i  to  6%  growth  in  the  mone\ 
supply  that  the  Federal  Reserve 
lioard  is  attempting  to  hold  the  na- 
tion to  is  well  below  last  year's  rate 
of  increase,  it  is  still  substantially 
higher  than  the  average  annual  in- 
crease in  the  ten  years  througli  1967. 
My  point  is  that,  if  the  FRH  holds  to 
its  own  guidelines,  Chairman  Martin 
may  be  able  to  accomplish  his  nbicc- 
tive  of  disinflating  without  deflati:);' 

•  As  he  found  to  his  sorrow  a  yc 
ago,    the    professional    in\estor    who 

Mr.  Lurie  it  a  partner  in  the  New  York  Slock 
Exchange  firm  ot  Jotephlhal   &  Co. 


dominated  the  marketplace  needs  a 
lead  time  in  which  to  establish  posi- 
tions. And  this  lead  time  is  growing 
shorter  every  day,  for  more  money 
is  concentrated  in  fewer  hands  than 
ever  before  in  our  history.  This  is 
something  new  in  the  marketplace 
and  is  the  reason  some  groups  (autos 
and  savings  &  loans,  for  example) 
showed  unexpected  firmness  and 
strength  in  the  second  half  of  March. 
I  suspect  that  more  sophisticated  in- 
vestors went  "bottom  fishing." 

The  Big  Issue 

At  the  turn  of  the  month,  I  also 
pointed  out  that  the  market  outlook 
hinged  largely  on  the  developments 
that  would  bring  about  a  major 
flow  from  cash  into  common  stocks. 
Let's  disregard  tlie  fact  that  the  pro- 
fessional buyer  who  needs  lead  time 
to  establish  positions  can  find  reassur- 
ance in  the  fact  that  today's  re- 
straints will  make  for  a  better  econ- 
omy later.  Let's  also  dismiss  the  fact 
that  the  Dow  industrial  average  is 
at  the  low  end  of  its  historic  multiple 
based  on  1969  prospects  as  they  ap- 
pear today.  Rather,  I'm  talking  about 
a  major  cliange  in  the  supply/demand 
equation,  one  that  completely  can- 
cels out  the  threat  of,  let's  say,  750 
in  the  Dow.  This  is  the  big  issue — 
and  I  think  the  answer  here  revolves 
around  the  outlook  in  an  important 
area:  the  business  outlook  on  its 
own  merits — in  which  connection  Id 
like  to  make  three  points. 

One:  While  the  news  environment 
has  changed  since  the  year-end,  tlie 
plain  fact  is  that  1969  was  never 
destined  to  be  a  super  boom.  In  other 
words  I  think  the  reahstic  expectation 
(and  not  just  because  it  was  my  own 
year-end  projection) was  that  1969  is 
destined  to  be  a  flat  year.  The  econ- 
omy lacks  a  major  new  stimulant  and 
we  may  well  have  entered  a  broad 
period  wliere  our  growth  will  be  less 
than  in  the  past  year. 

Two:  Meanwhile,  there  is  no  real 
weakness  in  the  two  factors  that  have 
been  chiefly  responsible  for  all  our 
past  recessions:  capital  .spending 
trends  and  the  level  of  corporate  in- 
ventories. Wliile  I  doubt  that  capital 
spending  will  be  as  high  as  popularK 
forecast,  it  won't  be  a  negative  fact- 
or, despite  a  I'A'i  prime  rate.  Secondly, 


corporate    inventories    have    gone    up 
little  since  last  Summer,  and  the  level 

'•in  relation  to  sales  actually  has  de- 
clined a  little.   If  high  interest  rates 

^are  to  have  any  impact,  it  will  result 
in  inventories  being  reduced. 

Three:  While  it's  obviously  early, 
I  think  it  is  possible  to  build  a  case 

^for  1970  being  a  better  business  year. 
At'  some  point  in  time  we  will  have 
peace  in  Vietnam,  which  will  be  a 
stimulant    after    a    temporary    adjust- 

■  ment  period.  Secondly,  the  automobile 
industry  should  have  a  better  year, 
for  replacement  demand  is  constantl) 
rising.  Thirdly,  if  the  residential  build- 
ing industry  falters  as  a  result  of  high 
interest  costs  or  lessened  money  avail- 
ability, the  demand  will  be  deferred 
rather  than  dissipated.  Lastly,  if  Mr. 
Martin  and  Mr.  McCracken  are  suc- 
cessful, the  money  and  credit  environ- 
ment will  be  just  that  much  better. 

Meanwhile,  my  interest  is  in  tlie 
more  conservative  issue  areas  of  the 
marketplace.  For  example,  in  my  opin- 

'  ion,  the  combination  of  new  manage- 
ment and  more  aggressive  marketing 
plus  the  company's  broad  balance  be- 
tween consumer  and  professional 
products  spells  new  profit  opportuni- 
ties for  Warner-Lambert.  These  fac- 
tors, strengthened  by  a  small  but 
growing  stake  in  rapidly  growing 
hospital-oriented  medical  instnimenta- 
tion,  could  make  Warner-Lambert  a 
particularly  intriguing  candidate  for 
.capital  gains.  The  company  should 
earn  around  $2.30  per  share  in  1969 
compared  with  $2.02  last  year,  and 
I  can  visualize  further  gains  in  1970 
with  per-share  results  approaching 
the  $2.70  level.  In  short,  I  see  a 
pattern  of  steady  earnings  increases 
possibly  accelerating  as  a  result  of  the 
successful  introduction  of  new  drugs 
now  under  development  and  consumer 
products  in  test  markets. 

In  my  judgement.  Union  Pacific  en- 
joys the  distinction  of  being  one  of 
the  premier  railroads  of  the  countr\', 
because  of  the  impressive  traffic 
growth  of  the  area  served,  excellent 
operating  perfoniiance,  well  main- 
tained physical  condition,  financial 
strength,  etc.  In  January  the  Union 
Pacific  Corp.  was  organized  for  the 
express  purpose  of  pennitting  a 
far  greater  degree  of  diversification 
than  is  practical  under  the  present 
corporate  setup.  Consequently,  I  be- 
lieve future  earnings  should  show  a 
faster  rate  of  gain  than  those  of  the 
recent  past.  Out  of  last  year's  net  in- 
come of  $102.7  million  (or  $4.45  per 
share),  it  is  interesting  to  note  that 
$80.2  million  was  attributed  to  trans- 
portation operations,  with  $36.5  mil- 
lion coming  from  investments  and 
other  sources.  ■ 
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(Advertisement) 


Never  Buy  a  Common  Stock 


Without  First  Checking  To  See  If  There  Is  A  CONVERTIBLE  For  The  Same  Company. 
You  Could  Be  Throwing  Money  Out  The  Window  .  .  .  Here's  Why  .  .  . 


(Special  Note:  The  explanation  and  computations  which  follow  are  not 
difficult  to  grasp,  but  they  require  care  and  attention.  We  feel  that  care 
and  attention  will  be  well  repaid.  Indeed,  we  feel  the  "Convertible"  can 
open  new  investment  horizons  for  you!) 

An    Example    of   Two   Alternatives: 

Common or  Convertible 

(Prices  as  of  mid-November  1967) 
(A)  Buy  217  shares  of  (B)  Buy  $5,000  face  amount  of  G.C. 

GO.  Computer  common  Computer  Convertible  Bonds — the 

at  25.  6s  of  1968  —  at  108'/2. 

Cost  .  .  .  $5,425  Cost  .  .  .  $5,425 

Conversion  Privilege:  Each  $100  face  value  of  bond  of  the  G.C. 
Computer  6s  of  1986  Is  convertible  into  (exchangeable  for)  4.347  shares 
of  G.C.  Computer  common  stock  at  any  time  until  1986,  at  the  option  of 
the  holder.  Each  $100  face  value  of  bond  of  the  G.C.  Computer  6s  of 
1986  pays  $6  in  interest  annually,  and  will  be  redeemed  by  the  company 
in  1986  for  the  full  face  value  of  $100— hence,  the  '■6s  of  1986".  Bonds 
are  quoted  in  the  newspaper  In  $100  units.  When  a  bond  sells  at  IO8V2, 
it  means  you  pay  $108.50  for  $100  face  value,  yielding  5.5%  at  that 
price  as  against  6%  at  100,  and  convertible  at  any  market  price  for  the 
bond  into  4.347  shares  of  G.C.  Computer  common.  The  odd  amount  of 
common  stock  used  in  our  example  (217  shares)  is  to  keep  the  Con- 
vertible Bond  purchase  on  an  "even"  basis  for  purposes  of  easier  com- 
parison. 

Importjnt  Conversion  Fact:  In  mid  November  1967,  with  G.C.  Computer 
common  at  25  and  the  G.C.  Computer  Convertible  Bond  at  108.50,  the 
bond  was  selling  exactly  at  "Conversion  Parity,"  which  means  selling 
for  exactly  what  it  was  worth  in  conversion  value — the  market  value  of 
the  amount  of  common  stock  into  which  it  could  be  exchanged.  Thus, 
25  X  4.347  equals  slightly  more  than  108.50— the  bond  was  selling  for 
108.50 — hence  it  was  selling  at  Conversion  Parity. 

An  ALL-IMPORTANT  Conversion  Fact:  When  an^  Convertible  is  selling 
at  Conversion  Parity,  it  must  show  just  as  mucRpercentage  appreciation 
as  the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  possibly 
show  any  greater  loss  than  the  common  on  the  downside.  It  can,  and 
usually  does,  show  less  loss  than  the  common  stock  on  the.  downside, 
but  that  s  a  later  part  of  this  explanation.  Let  us  first  mathematically 
demonstrate  the  ability  of  a  Convertible  at  Conversion  Parity  to  show  at 
least  as  much  profit  as  the  common  stock  on  the  upside,  dollar  for 


as  much  appreciation  as  the  common  stock.  (Try  this  calculation  your- 
self, at  any  price  level  for  G.C.  Computer  common,  75,  100,  200,  and 
you  will  grasp  this  point  exactly.) 

Turning  to  the  downside,  assume  G.C.  Computer  common  does  not 
double  from  25  to  50,  but,  instead,  is  halved,  from  25  to  12^/2.  The 
$5,425  invested  in  the  common  stock  has  now  lost  50%  and  become 
$2,712.  At  I2V2  for  the  common,  each  $100  face  value  of  Convertible 
Bond  must>sell  at  a  minimum  of  12.5  x  4.347,  or  54.33.  Each  $100 
bond  .is  now  worth  a  minimum  of  $54.33;  $1,000  in  bonds  is  worth 
$543.30;  and  our  $5,000  in  bonds  is  worth  5  xM3.30  or  $2,716.50.  At 
this  minimum,  the  Convertible  loss  would  equal  that  in  the  common, 
dollar  for  dollar,  but  the  loss  could  not  be  greater,  since  at  12.50  for 
the  common,  the  minimum  value  of  the  Convertible  Bond  is  12.5  x 
4.347,  or  $2,716  as  against  the  value  of  the  common  of  $2,712. 

Conclusion  —  and  an  INVARIABLE  Conclusion 

When  any  Convertible  Bond  or  Convertible  Preferred  Stock  is  selling 
at  Conversion  Parity,  it  must  show  at  least  as  much  percentage  profit 
as  the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  show 
any  greater  percentage  loss  than  the  common  stock  on  the  downside. 
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Is  A  Convertible 
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Same  Company. 

Continuing  with  G.C.  Computer  as  our  example  — 

1.  G.C.  Computer  common  pays  no  dividend  whatever. 

2.  G.C.  Computer  Convertible  Bonds,  the  6s  of  1986,  pay  interest  of 
$6  annually  per  $100  face  value  of  bond.  Thus,  to  go  back  to  our  two 
alternatives: 

(A)  Buy  217  shares  of  G.C.  Computer  common  at  25; 

Cost  $5,425  Dividend  Return— 0 

(B)  Buy  $5,000  face  amount  of  G.C.  Computer 
Convertible  Bond  at  108.50; 

Cost  $5,425  Interest  Yield— 5.5% 

If  we  have  mathematically,  and  undeniably,  demonstrated  that  the 
Convertible  must  do  as  well  as  the  common,  dollar  for  dollar,  on  the 
upside,  and  cannot  do  any  worse  on  the  downside,  why  buy  the  common, 
which  pays  no  dividend,  and  not  the  Convertible  Bond,  which  yields  5.5% 
at  the  above  price? 
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dollar,   and.   at   a   minimum,   to   do   no  worse  than  the  common   stock 
on  the  downside. 

Assume  G.C.  Computer  common  doubles  in  price  from  25  to  50.  The 
217  shares  purchased  at  25  for  $5,425  are  now  worth  $10,850  with  the 
stock  at  50.  But  at  50  for  G.C.  Computer  common,  the  Convertible  Bond 
must  be  worth  a  minimum  of  50  x  4.347,  or  217.35.  Since  each  $100 
bond  is  now  worth  at  least  $217.35,  each  $1.000  bond  is  worth 
$2,173.50  and  our  $5.000  face  value  of  bonds  is  worth  5  x  $2,173.50. 
or  $10,867.  A  value  of  $10,850  for  the  common  stock— $10,867  for  the 
Convertible  Bond — the  Convertible  Bond  has  shown  exactly  as  much 
appreciation  as  the  common  stock  on  the  upside,  dollar  for  dollar.  And 
it  is  mathematically  certain  that  at  any  level  of  appreciation  for  the 
common  stock,  the  Convertible  Bond  must,  at  a  minmium,  show  exactly 


The  investor  who  buys  the  common  instead  of  the  Convertible  in  thic 
example,  literally  is  throwing  this  generous  return  out  the  window,  to  no 
purpose  whatever. 

Above  you  see  a  portion  of  a  computerized  statistical  analysis  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks.  There 
is  much  information  and  guidance  in  the  above  table,  but  for  the 
moment  let  us  only  direct  your  attention  to  the  three  columns  indicated 
by  the  arrows,  telling  us  (a)  the  premium  over  conversion  value  being 
paid  for  the  Convertible,  (b)  the  dividend  yield  on  the  common  stock 
as  of  the  current  price  of  the  common,  and  (c)  the  interest  or  dividend 
yield  on  the  Convertible  Bond  or  the  Convertible  i^'  :- red  Stock  as  of 
the  current  price  of  the  Convertible. 


( Advert  ifsement) 


When  the  Convertible  sells  at  no  premium  over  Conversion  Value 
(0  in  the  tables),  and  provides  a  higher  yield  than  the  common  stock, 
you  are  throwing  money  out  the  window  if  you  buy  the  common  stock 
instead  of  the  Convertible.  Hence  our  initial  heading:  NEVER  BUY  A 
COMMON  STOCK  —  Without  First  Checking  To  See  If  There  Is  A 
CONVERTIBLE  For  The  Same  Company. 

We  could  stop  at  this  point,  and  we  would  feel  that  we  have  already 
presented  to  you  quite  sufficient  reason  for  reading  a  remarkable  study 
we  have  published,  by  a  remarkable  and  extremely  well-qualified  author, 
entitled 


Investing  &  Speculating 

With 
CONVERTIBLES 

by  Sidney  Fried 


There  is  already  more  than  enough  reason  for  reading  this  study 
because  without  the  insights  presented  in  it,  if  you.^for  example,  made 
one  purchase  of  the  217  shares  of  G.C.  Computer 'common,  just  dis- 
cussed, instead  of  the  G.C.  Computer  Convertible^Bonds,  you  would  have 
lost  exactly  $276  in  Interest  in  one  year  on  the  Convertible,  with  no 
offsetting  advantages  in  buying  the  common.  Each  time  thereafter  that 
you  bought  a  common  stock  without  checking  for  a  Convertible  in  the 
company's  capitalization,  you  would  take  the  risk  of  loss  of  income,  and 
the  larger  your  purchase  of  a  common  stock,  the  larger  your  possible 
loss. 

But  we  have  only  begun  to  tell  you  how  you  throw  money  out  the 
window  by  being  unaware  of  the  Convertibles  market,  and  permit  us 
to  continue. 


SECOND  Means  of  Throwing  Money  Out  The  Window 

Continuing  with  G.C.  Computer  as  our^  example  (typical  of  many 
common-Convertible  relationships  at  any  stage  of  the  market  cycle): 

(a)  If  you  buy  217  shares  of  G.C.  Computer  common  "stock  at 
.25  for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 

commission    of    $72.25 

(b)  If,  instead,  you  buy  the  equivalent  amount  in  the  G.C. 
Computer  Convertible  Bond  at  lOSVa,  or  $5,000  face  amount, 
for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 
commission    of    $12.50 

In  buying  G.C.  Computer  common  in  this  instance,  you. are  not  only 
throwing  away  the  5.5%  yield  on  the  Convertible  Bond,  but  are  also 
paying  substantially  more  brokerage  commission  for  the  privilege.  On 
selling,  you  are  again  penalized.  Buying  common  stock  instead  of  an 
equivalent  amount  of  Convertible  Bonds  always  costs  much  more  in 
brokerage  commissions,  and  the  same  applies  to  a  slightly  lesser  extent 
to  the  typical  Convertible  Preferred  Stock. 


THIRD  Means  of  Throwing  Money  Out  The  Window  — 
AND  THE  MOST  IMPORTANT 


■tVe  demonstrated  previously  with  G.C.  Computer  common  at  25,  and 
the  G.C.  Computer  Convertible  Bond  at  108.50,  exact  Conversion  Parity, 
that  if  G.C.  Computer  common  fell  by  50%  from  25  to  12.5,  G.C.  Com- 
puter Convertible  Bonds  could  not  possibly  show  any  greater  percentage 
decline  than  the  common.  But,  while  a  50%  decline  in  the  Convertible 
Bond  accompanying  a  similar  50%  decline  in  the  common  is  the 
"'3'"7'""1  decline  that  can  affect  the  Convertible,  there  is  no  necessity 
for  the  Convertible  to  decline  to  that  extent.  Indeed,  we  can  go  much 
further,  and  say  that  vsry  few  Convertibles  decline  to  the  maximum 
extent,  or  to  Conversion  Parity,  when  their  respective  common  stocks 
suffer  a  serious  decline.  For  Convertible  Bonds  and  Convertible  Pre- 
ferred Stocks  are  senior  secu'lties  for  any  company,  having  a  prior 
claim  to  a  fixed  rate  of  interest  in  the  case  of  the  Bond,  or  to  a  fixed 
rate  of  dividends  m  the  case  of  the  Preferred  Stock,  which  must  be  paid 
before  the  common  stock  can  receive  any  dividend.  Furthermore  as 
senior  securities.  Convertibles  have  a  prior  claim  to  all  assets  of'  the 
company,  and  in  the  event  of  a  dissolution  of  the  company  for  any 
reason,  they  must  be  paid  off  at  full  face  value  before  the  common 
stock  shares  in  ,iny  of  the  remaning  assets. 


Add  all  this  to  the  mounting  yield  on  the  Convertible  as  it  declines 
in  price,  and  to  the  valuable  long-term  conversion  right  of  the  Convertible 
into  a  specific  amount  of  common  stock,  and  we  can  readily  see  why  a 
Convertible  will  almost  always  refuse  to  accompany  its  common  stock  to 
the  full  extent  of  the  stock's  decline  but,  instead,  will  slow  its  own 
decline,  and  then  stabilize,  at  a  certain  level,  usually  well  above  the 
price  at  which  it  would  sell  at  straight  conversion  value.  Again  let  us 
look  at  G.C.  Computer,  and  at  the  actual  market  history  of  the  1966 
decline  for  both  common  afld  Convertible  Bond,  to  fully  grasp  the 
important  benefits  of  the  Convertible  over  the  common  stock. 

In  November  1966,  along  with  many  other  rapidly  declining  stocks, 
G.C.  Computer  dropped  fo  a  low  of  7%.  At  7%,  the  Convertible  Bond, 
on  straight  conversion  value,  was  worth  only  7.87  x  4.347,  or  34.23. 
But  at  34.23  (had  the  bond  actually  skidded  to  that  low  estate)  this  6% 
bond  would  be  yielding  17.5%!  Since  the  company  was  on  a  quite  sound 
footing  financially,  no  one  had  any  reason  to  expect  such  an  unprece- 
dented interest  yield.  Furthermore,  the  Convertible  Bond  still  retained 
the  right  until  1984  to  be  exchanged  for  4.347  shares  of  G.C.  Computer 
common  at  any  time  at  the  option  of  the  holder  (a  valuable  privilege). 

Adding  these  two  factors  of  value  together — the  rising  interest  yield 
on  the  bond  as  it  declined,  and  the  attraction  of  the  conversion  privilege 
— it  was  hardly  to  be  expected  that  the  G.C.  Computer  Convertible  Bond 
wouid  drop  to  34.23  and,  in  reality,  no  such  drop  took  place.  Instead, 
in  1966,  when  the  common  dropped  to  its  low  of  7%,  the  Convertible 
Bond  sold  no  lower  than  71,  And  it  is  a  fact  that  in  the  debacle  which 
took  place  for  so  many  cojnmon  stocks  in  the  latter  part  of  1966, 
almost  all  Convertible  Bonds  and  Convertible  Preferred  Stocks  refused 
to  accompany  their  common  stocks  into  the  cellar,  but  held  at  prices 
roughly  comparable  to  what  we  have  just  described  for  G.C.  Computer, 
the  higher  quality  Convertibles  holding  in  the  80's  and  90's,  and  some 
lowest  quality  Convertibles  dipping  to  the  60's.  But  in  virtually  all  cases. 
the  Convertibles  held  well  above  their  straight  conversion  value. 

Now,  returning  to  our  two  alternatives  of  (a)  217  shares  of  G.C. 
Computer  common  at  25  for  $5,425,  or  (b)  $5,000  face  amount  of 
G.C.  Computer  Convertible  Bonds  (6s  of  1986)  at  IO8V2  for  $5,425, 
assume  the  market  suffers  another  serious  decline  and  G.C.  Computer 
common  and  Convertible  Bond  return  to  their  1968  lows  of  7%  for  the 
common  and  71  for  the  Convertible  Bond. 

The  217  shares  at  7%  would   be  worth  $1,708.87,  repre- 
senting a  loss  from  the  original  $5,425  investment  of  $3,716.13  ij 

The  $5,000  face  value  of  bonds  at  71  would  be  worth  $3,550, 
representing  a  loss  from  the  original  $5,425  investment  of 

only  $1,875.00  I 

The  common  stock  would  have  shown  almost  twice  the  loss  shown  by 
the  Convertible  Bond. 

Hence  —  The  Third  Means  of  Throwing  Money  Out  The  Window  —  And  I 
The  Most  Important  — 


If  a  Convertible  Bond  or  Convertible  Preferred  Stock,  selling  at  Con- 
version Parity,  can  not  show  any  greater  percentage  loss  on  the  down- 
side than  the  common  stock,  but  can,  and  many  times  does,  show  far 
less  percentage  loss  than  the  common  stock  when  a  falling  market 
ensues,  why  buy  the  common  instead  of  the  Convertible  and  expose 
yourself  quite  needlessly  to  this  greater  risk.^  It  is  literally  choosing  to 
throw  more  of  one's  money  out  the  window  than  one  had  to,  if  a 
decline  does  in  fact  occur.  The  risk  is  accepted  needlessly,  for  on  the 
upside  at  Conversion  Parity,  the  Convertible  will  produce  exactly  as 
much  profit  as  the  common,  dollar  for  dollar. 

We  started  this  explanation  with  the  two  alternatives  for  buying 
G.C.  Computer,  when  the  common,  in  mid-November  1967,  was  selling 
at  25  and  the  G.C.  Computer  Convertible  6s  of  1986  were  selling  at 
IO8V2,  at  direct  Conversion  Parity. 

It  should  now  be  clear  that  the  investor  who  bought  the  common 
stock,  instead  of  buying  the  Convertible  Bond  was: 

(a)  accepting  a  0  yield  on  his  common  stock  investment  as  against 
the  5.5%  yield  if  he  bought  the  Convertible  Bonds; 

(b)  paying  $72.25  in  commissions  for  the  common  stock  instead  d 
only  $12.50  for  the  Convertible  Bonds; 

(c)  needlessly  accepting  the  far  greater  downside  risk  of  the  com- 
mon  stock,  as  against  the  Convertible. 


The  investor  buying  the  common  stock  instead  of  the  Convertible  was 
accepting  all  these  disadvantages  without  any  offsetting  advantage] 
whatever! 


(Advertisement) 


A  LISTING  OF  PRESENTLY-TRADING  CONVERTIBLE  BONDS  &  CONVERTIBLE  PREFERRED  STOCKS 

(A  full,  updated  statistical  description  of  each  Convertible  is  given  in  "Investing  &  Speculating  with  CONVERTIBLES") 


III 


OMCftible  Bonds 

MK  Corp 
PL  Corp 
ero-flow  Dyn 
erT>de> 
eronca  Inc 
rCaUf 
rhft  Int'l 
r  Reduction 
aska  Airlines 
leg  Airlines 
leg  Beverage 
II  Amer  Eng 
leg  Lud  StI 
len  EI&  Eq 
led  Stares 
ied  Supmkt 
loys  Unlim 
pha  Ind 
urn  Co  of  Am 
nerace  Corp 
ner  Air  Lift 

r  Airlines 

r  Bh  Strat 
ner  Broadcast 
ner  Comp  Leas 
ner  Distilling 

r  Elect 
ner  Eiport 

r  Financial 
ner  Hoist  Der 
ner  Mach  &  Fd 
ner  Music  Str 
ner  Pipe  Cons 
ner  Reserve 
ner  Safety  Eq 
ner  St  Gobain 
nericar  Inc 
idersen  Labs 
lOdyne 
iche  Corp 

0  Oil  Corp 
ipl  Data  Res 
pi  Devices  A 
gus  Inc 

lans  Dept  Str 
mour  Co 
mstrong  Rubber 
wood  Corp 
hland  Oil  Rig 
oc  Oil  &  Gas 
trosystems 
las  Corp 
rora  Plastics 
ifo  Canteen 
ito  Sprinkler 

Mfg 
It  Gas  &  El 
rber  Greene 
rtell  Media 
usch  &  Lomb 
Iter  Labs 
ystate  Corp 
aunit  Corp 
:ton  Dickin 
ech  Aircaft 
Ico  Petro 
rkey  Photo 
ack  &  Decker 
iss  &  Laughin 
bbie  Brooks 
nan^a  Airl 

the  Computer 
unswick  Corp 
lova  Watch 
rlington  Ind 
Troughs  Corp 
ttes  Gas  &  0 
lif  Computer 
reer  Academy 
rotina  Tel 
rter  Group 
scade  Natl  G 
stie  &  Cooke 
do  Corp 
lanese  Corp 
nt  Hud  Gas 
ssna  Aircraft 
amp  Paper 
ance  A  B 
ase  Man  Bk 
elsea  Ind 
emical  Bank 
ic  Mus  Instr 
Kk  Full 
risCraft 
rtle  K  Corp 
iry  Corp 
iwtt  Peabody 
>b«irn  Corp 
leman  Cable 
llins  &  Aik 
dins  Radio 

1  Fuel  &  Iron 
Ivmbia  Pict 
mbustion  Eng 
■mmer  Solvents 
mmon  Oil  Ref 
mputer  Leasing 
"dec  Corp 

Tsol  Electro 


Cont  Air  Lines 
Cant  Baking 
Continental  Mfg 
Continental  Tel 
Control  Data 
Copperweld  Steel 
Crance  Co 
Crescent  Corp 
Crestmont  Oil 
Crow  Co:i  Mac 
Cfown  Cent  Petro 
Cuneo  Press 
Curtis  Noll 
DPA  Inc 
DWG  Corp 
Oaitch  Crystal 
Dallas  Airmotive 
Data  Proc  Fin 
Dayco  Corp 
Dearborn  Comp 
Del  Monte  Corp 
Di  Giorgio  Corp 
Disney  Production 
Divers  Metals 
Dixon  Chem  Res 
Domestic  Air  Ei 
Dow  Chemical 
Duplan  Corp 
Duro  Test 
Dynamic  Instru 
E  G  &  G  Inc 
Eastern  Air 
Edo  Corp 
Ehren  Photo  Op 
Eite!  McCullough 
Electronic  Assoc 
Electronic  Spec 
Electrospace  Cp 
Elgin  Natl  Ind 
El  Paso  Natl  Gas 
FMC  Corp 
Fairbanks  Morse 
Fairchild  Hiller 
Famous  Artists 
Farah  Mfg  Co 
Farnngton  Mfg 
Federal  Pacific 
Fibreboard  Corp 
Fidelity  Corp 
Filmways 
First  Natl  Atlan 
Fist  Natl  Cty 
Fischer  &  Porter 
Flintkote  Co 
Florida  Gas  Co 
Food  Fair  Stores 
Foremost  Dairies 
Forest  City  Enter 
Forest  Oil  Corp 
Fotochrome 
Frontier  Airlines 
Fruehauf  Trailer 
Garan  Inc 
Gearhart  Owen 
Gem  IntI 
GenI  Fireproofing 
GenI  Instrument 
GenI  Interiors 
GenI  Tel  Elect 
Gibraltar  FinI 
Giddings  &  Lewis 
Girard  Trust  Bk 
Glenmore  Distil 
Gordon  Jewelry 
Govt  Employees 
Grace  W  R 
Granite  City  StI 
Granite  Eq  Leas 
Grant  W  T  Co 
Great  Northern 
Green  Giant 
Greyhound  Comp 
Grolier  Inc 
Grow  Chemical 
Grumman  Aircraft 
Gulf  &  Western 
Harper  &  Row 
Harris  Trust 
Hart  Schaffner 
Harvey  Aluminum 
Hawaiian  Elect 
Head  Ski  Co 
Helmerich  &  Pay 
Hess  Oil  &  Chem 
Hills  Super 
Holly  Sugar 
Howmet  Corp 
Hunt  Foods 
Hydrometals 
ITE  Circuit 
Indean  Head 
Inflight  Motion 
IntI  Minerals 
IntI  Silver 
Ipco  Hosp  Supply 
Irvin  Ind 
Jarrell-Ash 
Jervis  Corp 
Jessop  Steel 
Kaltman  D 
Kaman  Corp 


Kawecki  Chemical 
KerrMcGee  Corp 
Keyes  Fibre 
Keystone  Steel 
King  Resources 
KleerVu  Ind 
Kresge  S  S 
LMC  Data 
LTV  Aerospace 
LTV  Electrosyst 
Lake  Cent  Airl 
Lane  Wood 
Lear  Jet 
Leslie  Fay 
Levin  Townsend 
Libby  McNeil 
Liberty  Leasing 
Lionel  Corp 
Litton  Ind 
Lockheed  Aircraft 
Lone  Star  Cement 
Loral  Electronics 
Lucky  Stores 
Lums  Inc 
Lundy  Electron 
MSL  Ind 
Mac  Donald  E  F 
Macke  Co 
Macy  R  H 

Madison  Sq  Garden 
Mailory  Randall 
Management  Assis 
Mansfield  T  R 
Marinduque  Min 
Maryland  Cup 
McCall  Corp 
McCrory  Corp 
McCulloch  Oil 
McDonalds  Corp 
McDonnell  Doug 
McGraw  Hill 
Medusa  Petroleum 
Metro  Goldwyn 
Mfrs  Natl  Bk  Get 
Mid  Cont  Tel 
Mohawk  Airlines 
Mohawk  Rubber 
N  Y  N  H  Hartford 
NMC  Corp 
Natl  Bk  Det 
Natl  Bellas  Hess 
National  Can 
Natl  City  Lines 
Natl  Distillers 
Natl  Eq  Rental 
Natl  General 
National  Ind 
New  Jersey  Bk 
No  Amer  Phillips 
Nortek  Inc 
North  Amer  Rock 
Northeast  Airl 
Northern  Indiana 
Northrop  Corp 
Nuclear  Corp  Am 
Nytronics 
OKC  Corp 
Oak  Electro  Net 
Offshore  Co 
Ogden  Corp 
Ohio  Water  Serv 
Okonite  Co 
Oneida  Ltd 
Ormand  Ind 
Outlet  Co 
Owens  Illinois 
Ozark  Air  Lines 
Ozite  Corp 
Pac  Power  &  Lgt 
Pall  Corp 
Pan  Am  World  Air 
ParkerHannlfin 
Parkview  Drugs 
Pauley  Petroleum 
Penn  Dixie  Cem 
Penney  J  C 
Pennsylvania  Eng 
Penna  Rl  Est 
Pepsi  Cola  Gen 
Perfect  Fit  Ind 
Perfect  Photo 
Permaneer  Corp 
Petrodyne  Ind 
Petrolane  Gas 
Pettibone  Mulli 
Phoenix  Steel 
Piedmont  Aviation 
Pillsbury  Co 
Pioneer  Plastics 
Plenum  Publish 
Power  Ind  Prod 
Purex  Corp 
Quaker  City  Ind 
Racine  Hydraul 
RCA 

Ralston  Purina 
Ranchers  Explor 
Randolph  Comp 
Rapid-Amer 
Reading  &  Bates 
Recognition  Eq 


Reeves  Brothers 
Reserve  Oil  &  G 
Restaurant  Assoc 
Revere  Copper 
Reynolds  Metals 
Richfield  Oil 
Richford  Ind 
Riegel  Textile 
Riker  Video  Ind 
Ritter  &  Co 
Roblin  Ind  A 
Rohr  Aircraft 
Rohr  Corp 
Ryder  Systems 
SCM  Corp 
Sanders  Assoc 
Santa  Fe  IntI 
Santa  Fe  Ind 
Saturn  Airways 
Saturn  Ind 
Saxon  Paper 
Schaefer  J  B 
Scot  Lad  Foods 
Scott  Paper 
Seaboard  WId  Air 
Servo  Corp  of  Am 
Sherwood  Leasing 
Simplex  Wire 
Sinclair  Oil 
Sixty  Minute 
Skil  Corp 
Sola  Basic  Ind 
Solitron  Devices 
Sonderling  Brd 
Southern  Airways 
So  Calif  Edison 
Southwest  Airmo 
Space  Corp 
Spacerays 
Spartans  Ind 
Specor  Ind 
Speedry  Chem 
Sprague  Electric 
Standard  Comput 
Standard  IntI 
Standard  Packag 
Sta  Rite  Ind 
State  Street  Bk 
Statistics  Mngt 
Stauffer  Chemical 
Stelber  Cycle 
Sterling  Commun 
Stevens  J  P 
Stokely  Van  Camp 
Storer  Brdcasting 
Stylon  Corp 
Sun  Electric 
Sundstrand 
Sunnydale  Farms 
Surveyor  Fund 
Susquehanna  Corp 
Sybron  Corp 
Systems  Capital 
Talcott  James 
Technical  Tape 
Telautograph 
Teledyne 

Television  Mfgs    * 
Telex  Corp. 
Tenna  Corp 
Tenneco  Corp 
Tesoro  Petroleum 
Texstar  Corp 
Thriftimart  Inc 
Topsys  IntI 
Trane  Co 
Trans  Cari 
Trans  Lux  Corp 
Trans  World  Airl 
Tridair  Ind 
Trinity  Steel 
Tyco  Laborator 
Union  Corp 
Union  Oil  Calif 
United  Aircraft 
United  Air  Lines 
United  Improve 
United  Merchants 
United  Nuclear 
United  Utilities 
U  S  Finance 
U  S  Natl  Res 
U  S  Smelt  Rfg 
Utah  Construe 
Util  Leasing 
Val  Natl  Bk  Ariz 
Vanadium  Corp 
Van  Dorn 
Van  Ousen  Aire 
Vendo  Co 
Vernitron 
Victoreen  Leece 
Virginia  Elect 
Visual  Electron 
Volume  Merchandis 
Vulcan  Mold  Iron 
Walker-Scott 
Ward  Foods 
Warner  Bros-7  Art 
Wayne  Mfg. 
Wean  Industries 


Welded  Tube  Amer 
Wells  Fargo  Bank 
West  Cst  Airlines 
Westates  Petro . 
Westcoast  Trans 
Western  Air  Lines 
Western  Power 
Westgate  Calif 
Wetterau  Foods 
White  Consol  Ind 
White  Motor 
Whittaker  Corp 
Will  Ross 
Williams  Bros 
Winston  Muss 
Witco  ChemicaJ 
Work  Wear  Corp 
Wyle  Labs 
Vale  Express 
Zapata  Norness 

Convertible  Preferreds 
AMK  Corp 
APL  Corp  B 
Air  Prod  Chem 
AIco  Standard 
Alleg  Corp 
Alleg  Ludlum 
Allied  Products 
Amerace  Esna  A 
Amer  Electron 
American  Express 
Amer  GenI  Ins 
Amer  Home  Prod 
Amer  Standard 
American  Sugar 
Amer  Waterworks 
Ashland  Oil  Rfg 
Atlantic  City  El 
Atlantic  Rich 
Automatic  Sprink 
Automation  Ind 
Avco  Corp 
Avnet 

Bait  Gas  &  Elec 
Bangor  Punta 
Bank  of  NY 
Basic  Inc 
Bath  Industries 
Beatrice  Foods 
Bendix 

Beneficial    Fin 
Blue  Bell 
Boise  Cascade 
Bristol-Myers 


Broadway-Hale 
Brown  Co 
Bunker-Ramo 
CCIMarquardt 
C  I  T  Financial 
CNA  Financial 
Case  J  1 
Cenco 

Central  Secur 
Certain-Teed 
Channing  FInan 
Chris-Craft  Ind 
Chromalloy  Amer 
Cinerama  Inc 
Cities  Service 
City  Investing 
Clevite  Corp 
Cluett  Peabody 
Coastal  States 
Coburn  Corp 
Cole  National 
Colt  Industries 
Columbia  Brd 
Combustion  Eng 
Commercial  Solv 
Consol  Edison 
Consol  Foods 
Continental  Oil 
Cooper  Indus 
Cooper  T  &  J? 
Crowell  Coll  Mac 
Crum  &  Forster 
Cudahy 
Curtiss  Wright 
Dayco  Corp 
Deltona  Corp 
Dennison  Mfg. 
Detroit  Edison 
Diamond  Shamrock 
Di  Giorgio  Corp 
Dillingham  Corp 
Dorr-Oliver 
Dravo  Corp 
Dresser  Ind 
Eaton  Yale  Towne 
Emerson  Elect 
Engelhard  Min 
Ethyl  Corp 
FMC  Corp 
Flintkote  Co 
Fluor  Corp 
Foote  Mineral 
Foremost-McKes 
Foster  Wheeler 
Frank  Natl  Bk 


GAC  Corp 
GAF  Corp 
Gamble-Skogmo 
Gar  Wood  Ind 
GenI  Amer  Trans 
GenI  Instru 
General  Mills 
General  Signal 
General  Tel  El 
Genesco 
Georgia  Pacific 
Glen  Alden 
Great  North  Pap 
Greyhound 
Gulf  Western 
Gulton  Ind 
Heinz  H  J 
Heller  Walter  E 
Hercules  Inc 
Hitco 

Household  Fin 
Ideal  Basic  Ind 
111  Cent  Ind 
Indian  Head 
IntI  Silver 
Intl  Tel  &  Tel 
Jim  Walter 
Johnson  Service 
Kaiser  Alum 
Kaiser  Cement 
Kaman  Corp 
Kerr-McGee 
Kewanee  Oil  Co 
Kidde  Walter 
Kinney  Natl  Serv 
Koehring 
LTV  Ling  Altec 
Lanvin-Ritz 
Lear  Siegler 
Leasco  Data 
Lehigh  Valley 
Libbey-Owens  Fd 
Liberty  Loan 
Liggett  &  Myers 
Ling-Temco-Vght 
Litton  Ind 
Lone  Star  Cement 
Madison  Fund 
Mapco  Inc 
Marcor  Inc 
Maremont  Corp 
May  Dept  Store 
McCrory  Corp 
McGraw  Hill 
Mead  Corp. 


Midland-Ross 
Miller  Wohl  Co 
Molybdenum  Amer 
Murphy  G  W 
Murphy  Oil 
Natl  Can 
Natl  Ind 

Nekoosa-Edwards 
No  Amer  Rockwell 
Northrop  Corp 
Northwest  Ind 
Norton  Simon 
Occidental  Pet 
Ogden  Corp 
Orange  &  Rockld 
Owens-Illinois 
Oxford  Electric 
Pargas  Inc 
Parvin-Dohrmann 
Pennsalt  Chem 
Pennsylvania  Co 
Pennzoil  United 
Pet  Inc. 
Petrolane  Gas 
Philip  Long  D 
Pitney-Bowes 
Potomac  Elect 
Pratt  &  Lambert 
Premier  Ind 
Public  Serv  N  H 
Puerto  Rico  Tel 
Purex 
RCA 

Ralston  Purina 
Rapid  American 
Raytheon  Co 
Reading  &  Bates 
Reliance  Elect 
Revlon 
Rexall  Drug 
Rex  Chainbelt 
Reynolds  Metals 
Richmond  Corp 
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Standard  Allian 
Stand  Oil  Ohio 
Std  Packaging 
Std  Prud  United 
Stauffer  Chem 
Sterling  Drug 
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"Investing  &  Speculating  With  CONVERTIBLES,"  by  Sidney  Fried, 
begins  with  the  thoughts  we  have  just  described,  which  certainly  makes 
the  point: 

Never  Buy  A  Common  Stock  —  Without  First  Checking  To  See 
If  There  Is  A  CONVERTIBLE  For  the  Same  Company  — 

But  it  js  only  a  beginning,  because  from  this  point,  Sidney  Fried  takes 
you  on  a  rewarding  journey  through  the  entire  spectrum  of  "Opportunities 
In  Convertibles,"  and  time  and  time  again  you  are  certain  to  be  sur- 
prised (dismayed  might  be  the  better  word)  by  a  growing  realization  on 
your  part  that  on  many  past  occasions,  quite  unknowingly,  you  have 
given  up  income,  accepted  higher  commission  costs,  taken  needless 
risks  with  your  capital,  and  a  most  important  injury  to  yourself,  been 
completely  unaware  of  a  whole  range  of  profitable  opportunities  where 
potential  gain  far  outweighed  chance  of  loss,  simply  because  you  were 
not  knowledgeable  in  the  field  of  Convertibles. 

Consider  the  following  all-important  fact:  At  any  moment  in  today's 
stock  market,  almost  900  Convertible  Bonds  and  Convertible  Preferred 
Stocks  have  a  logical  relationship  to  their  common  stocks,  capable  of 
producing  potentially  profitable  commitments  today,  or  promising  to 
move  into  proper  position  tomorrow.  The  most  frequent  and  most 
fruitful  relationship  is  a  simple  and  logical  one.  The  Convertible  is  at 
a  point  near  Conversion  Parity  where  any  further  upside  movement  of 
the  common  stock  will  begin  to  push  the  Convertible  up  with  the 
common,  dollar  for  dollar,  on  a  percentage  basis.  Yet,  the  Convertible 
is  also  not  far  away  from  a  point  where  it  has  previously  resisted 
declines  when  the  common  moved  down. 

How  simple  and  fruitful  an  approach  then:  Buy  the  Convertible  in- 
stead of  the  common,  and  if  the  market  in  the  common  moves  up  ~ 
enjoy  these  profits,  dollar  for  dollar  with  the  common  stock.  But  if  the 
market  in  the  common  moves  down,  avoid  the  bulk  of  the  losses  which 
the  common  will  then  endure.  And  we  have  already  pointed  out  that 
many  such  positions  can  be  taken  offering  far  higher  interest  or 
dividend  yields  on  one's  investment  than  if  one  had  purchased  the 
common  stock,  and  at  invariably  lower  commission  costs,  many  times 
far  less.  From  this  starting  point,  "Investing  &  Speculating  With 
CONVERTIBLES"  takes  you  down  a  dozen  pathways,  illuminating  methods 
by  which  you  can  draw  profits  from  Convertible  positions  in  varying 
tv^ies  of  markets,  and  to  meet  the  varying  needs  of  individual  investors. 
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Thus,  to  give  but  one  example,  the  tendency  of  the  market  to  move 
in  Group;  (Group  IVIovement)  is  well  known  as  a  valid  and  useful 
approach  to  investment  timing.  Are  Integrated  Oils,  for  example,  be- 
ginning to  show  strength  in  the  market?  As  we  write,  there  are  Ashland 
Oil  Convertible  Bonds,  Associated  Oil  &  Gas  Convertible  Bonds.  Richfield 
Oil  Convertible  Bonds,  Union  Oil  of  California  Convertible  Bonds,  Sinclair 
Oil  Convertible  Bonds,  and  one  could  go  on  with  this  list  for  there  are 
21  Convertible  Bonds  and  Convertible  Preferred  Stocks  among  the 
Integrated  Oils.  The  Steel  Group,  the  Computer  Leasing  Group,  the  Paper 
Group,  Drug  Group,  Retail  Stores  Group — with  any  Group,  the  repre- 
sentation of  Convertible  has  to  be  present  in  depth,  for  with  almost 
900  Convertibles  trading,  all  market  Groups  fall  within  the  Convertible 
domain.  ("Investing  &  Speculating  With  CONVERTIBLES"  contains  a 
valuable  list  giving  you  a  complete  breakdown  of  almost  900  Convertibles 
by  Group.  You  will  find  this  a  valuable  reference  as  different  Group 
moves  develop  in  the  market,  week-to-week,  month-to-month.) 

At  this  point,  let  us  give  just  a  few  concrete  examples  of  how 
strategic  moves  in  Convertibles  can  develop,  keeping  in  mind  that  the 
examples  used  are  purely  for  the  purpose  of  explaining  the  logic  of 
the  Convertible,  and  recognizing  that  there  are  material  differences 
among  the  individual  Convertibles  of  this  type,  so  there  can  be  no 
assurance  that  past  performance  would  necessarily  be  repeated  by  other 
Convertibles.  Before  presenting  these  examples,  let  us  use  a  paragraph 
to  explain  the  illustrative  "Conversion  Ratio  Charts"  shown  below,  first 
developed  by  the  author,  Sidney  Fried,  about  15  years  ago.  (Sidney 
Fried's  eminent  qualifications  as  author  of  this  study  are  underlined 
by  his  wide  range  of  experience,  covering  several  decades  as  professional 
trader  for  prominent  brokerage  firms  and  as  Editor  of  a  leading  invest- 
ment service  on  Convertibles  for  the  past  11  years.) 

The  common  stock  in  each  chart  is  plotted  on  the  right  hand  scale 
in  the  normal  manner,  and  the  Convertible  is  plotted  on  the  left  hand 
scale  in  a  similarly  normal  manner.  But  because  each  point  on  ths 
left-hand  (Convertible)  scale  is  the  opposite  point  on  the  common  scale, 
multiplied  by  the  conversion  factor,  the  Chart  shows  the  common  and 
ths  Convertible  in  exact  relationship  to  one  another.  When  there  is 
little  or  no  gap  between  the  heavy  line  and  the  light  line  —  therefore, 
between  the  market  price  of  the  common  and  the  market  price  of  the 
Convertible  on  the  Conversion  Ratio  scales— the  Convertible  is  selling 
at  or  near  Conversion  Parity  and  any  rise  in  the  common  must  produce 
a  corresponding  rise  in  the  Convertible  of  exactly  the  same  percentage 
increase,  due  to  its  conversion  privilege.  When  there  is  a  considerable 
gulf  between  the  two  lines,  the  Convertible  is  selling  at  a  substantial 
premium  over  its  straight  conversion  value — the  wider  the  gulf,  the 
larger  the  premium.  Each  Chart  also  contains  a  Sales  and  Earnings 
record  and  an  inset  chart  giving  an  extended  price  history  of  common 
and  Convertible.  "Investing  &  Speculating  With  CONVERTIBLES"  fully 
explains  the  construction  of  the  Chart  and  uses  many  as  illustrations  of 
the  various  points  made.  Going  on  now  with  our  examples  of  possible 
"strategic  moves"  with  Convertibles: 


"^OCS 

BAUSCH  &  LOMB                                 s    o 

200 
180 
160 

140 

120 

100 

4  3  4r   80 

J 

56 
48 
40 
32 
24 
16 
8 

-^^j. 

I 

^-i-lFi 

- 

So 
60 

?n 

"  i" 

■N 
I' 

-:„A 

s;      M      Hi 

, 

V64                       1965                       1966            1            1967 

r.o,      >»j« 

1»I7    1    .9s;     '    !>;<, 

194C 

1961 

1942 

I9«) 

196* 

1963 

1966         1967 

iol„     50 

ii            53 

63 

66 

68 

70 

73 

80 

88 

toT       0.80 

i.32 

1.15 

0.80 

0.76 

0.93 

1.52 

i.'J4 

Bausch  &  Lomb  43/a's-'80  had  held  above  par  (100)  ever  since 
issuance  in  1960  even  when  worth  only  in  the  60's  on  straight  con- 
version value  When  the  common  stock  pushed  up  to  the  30's  late  in 
1965,  the  convertible  bond  was  an  obvious  strategic  purchase  at  the 
time  indicated  by  the  arrow.  The  Convertible  did  go  up  sharply  with  the 
common  as  It  had  to,  propelled  by  its  conversion  privilege.  Had  the 
move  reversed  itself  instead,  with  the  common  sliding  back  to  the 
20's,  the  convertible  bonds  would  quite  likely  have  continued  to  hold 
near  par.  The  Convertible  had  presented  the  opportunity  to  equal  the 
gam  of  the  common  on  the  upside,  but  promised  to  conserve  capital 
to  a  far  greater  degree  on  (he  downside 
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Flying  Tiger  Line  bVz's-li  were  an  excellent  speculative  purchase 
throughout  1964  and  early  1965  selling  around  the  90  level  for  most 
of  that  time  as  the  common  moved  up  steadily.  Yielding  above  6%  at 
that  price  (Flying  Tiger  common  paid  no  cash  dividend  at  all!),  and 
representing  a  call  on  a  quite  promising  airline  in  the  dynamic  air  cargo 
field,  the  convertible  bond  had  also  proved  its  ability  to  protect  capital 
by  remaining  above  the  80  level  even  when  the  common  dipped  to  a 
point  where  the  bond  was  worth  only  in  the  40's  on  conversion  value. 
On  the  other  hand,  when  the  common  continued  its  advance,  the  Con- 
vertible quickly  followed  along,  reaching  the  325  level.  The  convertible 
bond  had  provided  greater  safety  than  the  common,  almost  as  much 
appreciation  and  an  excellent  yield.  There  are  many  high-yielding  con- 
vertible bonds  and  convertible  preferred  stocks  on  more  speculative 
situatidns  which  will  deserve  (and  reward)  the  future  attention  of 
investors. 


Opportunities  In  Newly-Issued  Convertibles 

Since  new  Convertibles  generally  do  not  sell  at  too  great  a  premium  i: 
over  actual  conversion  value  at  time  of  issuance,  they  must  be  watched 
carefully  for  potential  opportunities  since  they  represent  a  long-term 
call  on  the  common  stock  (usually  10  to  20  years),  usually  possess 
considerably  greater  safety  than  the  common  on  the  downside,  and  may 
even  provide  a  far  better  yield,  or  return  on  investment,  than  their 
common  stocks.  For  example,  both  Itek  5's-'86  and  Scientific  Data  Sys- 
tems 5V2's-'86  were  providing  attractive  yields  where  neither  common 
stock  paid  any  dividend,  would,  in  our  opinion,  have  held  up  far  better 
than  ether  common  stock  in  a  falling  market,  and  enabled  their  holders 
to  enjoy  almost  as  much  appreciation  on  the  upside  as  the  considerably 
more  risky  common  stocks  when  both  stocks  ran  up.  Needless  to  say, 
new  Convertible  issues  are  not  all  an  easy  road  to  stock  market  profits. 
Far  from  it!  This  serves  to  emphasize  the  need  for  the  type  of  thorough 
research  and  careful  analysis  which  this  study  describes.  "Investing  & 
Speculating  With  CONVERTIBLES"  presents  many  useful  guidelines  for 
selecting  new  issues  of  Convertible  Bonds  and  Convertible  Preferred 
Stocks  aimed  at  superior  opportunities  for  capital  gain  plus  excellent 
return,  plus  greater  safety,  as  against  the  common  stock  in  each  case. 
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Other  Important  Insights  Into  The  "Convertible" 

It  IS  not  possible  in  these  few  descriptive  pages  to  adequately  de- 
scribe the   many   useful,  and   potentially  profitable,   approaches  to  the 
Convertible  presented   by  Sidney  Fried   in   a   most  illuminating  manner 
in    this    study.    For   example,    one    chapter    deals   with    "Merger    Con- 
vertibles." A  continuous  progression  of  corporate  mergers  and  acquisi- 
tions has  taken  place  in  the  past  year  or  more,  and  continues  unabated, 
with  many  of  these  mergers  involving  the  issuance  of  new  Convertibles 
in  exchange  for  the  common   stock  being  acquired.    Important   oppor- 
tunities can  arise  for  the  'creation'  of  the  forthcoming  new  Convertibles 
through  immediate  purchase  of  the  common  stock  which  is  being  ex- 
hangei  for  the  Convertible   under  the  announced   plan.   "Investing  & 
Speculating  With  CONVERTIBLES"  fells  the  reader  how  to  quickly  evaluate 
the   worth   of   the    new   Convertible,    and    the    desirability,   or   lack   of 
desirability,   of    'creating'    the    new   Convertible.    Such    potential    oppor 
unities  in   "Merger  Convertibles"   are   in  the   financial   news  very  fre- 
uently  these  days,  and  profitable  commitments  can  eventuate  for  those 
nvestors  who  understand  what  they  involve  at  their  outset.  This  study 
pens  the  door  to  such  understanding. 

Another  chapter  deals  with  the  "Convertible  Hedge,"  and,  in  our 
)pinion,  is  alone  worth  many  times  the  small  price  of  this  study.  It  is 
mpossible  to  explain  this  fascinating  approach  to  the  Convertible  in 
hese  paragraphs  in  any  depth,  and  we  can  only  say  that  it  involves 
leing  simultaneously  "Long"  the  Convertible  and  "Short"  the  common 
tock.  In  specific  ratios,  taking  advantage  of  the  fact  that  in  any  decline, 
he  typical  Convertible  will  refuse  to  fall  as  fast  or  as  far  as  its  common 
tock  One  type  of  Hedge  is  aimed  at  upside  profits  to  benefit  from  an 
nticipated  rise  in  the  common.  This  is  a  Half  Hedge — Long  X  amount 
)f  Convertible  and  Short  Vz  the  amount  of  common  stock  for  which 
he  Convertible  can  be  exchanged  which,  in  effect,  gives  you  a  net  50% 
ong  position  on  any  upside  move,  while  the  Hedge  portion'  sharply 
educes  possible  net  loss  on  the  downside.  The  other  type  of  Hedge  is 
imed  at  downside  profits  to  benefit  from  an  anticipated  decline  in  the 
ommon.  This  is  a  FuM  Hedge  —  Long  X  amount  of  Convertible  and 
ihort  the  full  amount  of  common  stock  for  which  the  Convertible  can 
le  exchanged.  When  taken  at  Conversion  Parity,  no  upside  loss  is  pos- 
ibie  with  the  Full  Hedge,  while  if  the  anticipated  downside  move  in 
he  common  does  occur,  a  net  profit  is  enjoyed  to  the  extent  that  a 


premium  over  Conversion  Value  develops  for  the  Convertible.  This  is 
a  riskless  commitment  with  which  to  benefit  from  any  falling  market. 
Well-timed  and  properly  selected,  risk  in  the  Half  Hedge,  seeking  profits 
in  a  rising  market,  can  also  be  reduced  to  close  to  the  0  level  in  many 
cases,  as  explained  by  Sidney  Fried   in  this  rewarding  chapter. 

Since  latest  Federal  Reserve  Board  margin  regulations  rule  that 
Convertible  Bonds  traded  on  any  Exchange  require  only  60%  margin 
upon  purchase,  as  against  80%  margin  for  its  respective  common  stock, 
one  can  obtain  greater  leverage  for  one's  funds  in  both  straight  pur- 
chase and  in  Hedge  positions  by  using  the  Convertible  as  against  the 
common,  and  the  author  describes  the  potential  benefits  of  this  pro- 
vision from  a  number  of  standpoints  in  the  study. 

Tax  benefits  flowing  from  proper  use  of  the  Convertible  in  one's 
investments,  aiming  at  capital  gains  with  its  lower  tax  rate,  are  fully 
discussed  by  the  writer  in  another  valuable  section  of  the  study,  and 
some  of  the  guideposts  will,  we  believe,  surprise  you  and  cause  you  to 
wonder  why  you  have  never  previously  been  aware  of  them. 

Many  more  potentially  profitable  insights  are  contained  in  "Investing 
&  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  and  we  can  only 
urge  you  to  read  the  study.  For  failure  to  utilize  the  "Convertible"  in 
today's  market  is  nothing  short  of  self-injury,  and  even  the  first  few 
points  made  in  the  opening  paragraphs  should  have  been  enough  to 
demonstrate  this  point,  while  much  more  is  possible  with  the  Convertible 
than  indicated  by  those  opening  points  —  all  carefully  described  in 
the  study. 

"Investing  &  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  costs 
only  $3,  and  can  be  ordered  for  immediate  delivery  using  the  coupon 
below.  We  will  include  in  the  study  a  valuable  current  compilation  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks  trading 
in  today's  market,  giving  a  comprehensive  statistical  description  of  each 
Convertible.  We  will  also  include  a  complete  breakdown  of  the  almost 
900  Convertibles  by  Group,  to  aid  you  in  your  day-to-day  investment 
decisions,  along  lines  discussed  by  Sidney  Fried  in  the  study  where  he 
outlines  methods  for  utilizing  these  Convertibles  in  your  investment 
programs. 

Upon  reading  "Investing  &  Speculating  With  CONVERTIBLES",  we  feel 
you  will  fully  concur  with  us  that  every  page  of  the  study  is  must  read- 
ing for  every  investor.  In  today's  stock  market,  and  in  tomorrow's, 
hundreds  of  common  stocks  will  attract  investor  interest,  leading  to  the 
purchase  of  those  common  stocks.  In  buying  those  common  stocks, 
investors  by  the  tens  of  thousands  will  have  completely  ignored  the 
possibility  that  a  well  situated  Convertible  might  be  trading  for  that 
same  company,  and  they  will  then  probably  pay  the  penalty  of  a  lower 
yield  on  each  dollar  invested,  higher  commission  rates  for  the  privilege 
of  sustaining  such  loss  {!),  and  worst  of  all,  needlessly  accept  greater 
risk  to  the  capital  they  invest. 

Not  to  read,  and  fully  absorb,  "Investing  &  Speculating  With  CON- 
VERTIBLES" by  Sidney  Fried,  can  qn]^  be  described  as  accepting  dis- 
advantages and  ignoring  advantages! 

This  study  tells  the  story  of  the  Convertible  in  all  its  aspects  in  so 
lucid  a  manner  that  we  feel  confident  you  will  begin  to  benefit  from  it 
in  your  current  investments  as  soon  as  you  have  read  even  the  first 
few  pages  of  the  study,  (The  first  chapter  alone  will  open  your  eyes 
wide!).  We  urge  you  to  use  the  coupon  below  without  delay,  and  we 
do  thank  you  for  allowing  us  to  express  these  thoughts  on  the 
"Convertible"  to  you, 

R.H.M.  Associates 
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full  payment  for  "Investing  &  Speculation  With  CONVERTIBLES',  by  Sidney  Fried, 
include  a  full,  current,  statistical  outline  of  about  900  Convertible  Bonds  and  Con- 


Gentlemen: 
I  enclose  $3.00  in 

I  understand  it  will 
vertible  Preferred  Stocks,  trading  in  today's  market,  presenting  necessary  data  to  evaluate  those  Convertibles, 
and  that  the  study  will  also  include  a  complete  breakdown  of  those  nearly  900  Convertibles  by  individual 
stock  Group. 

I  understand  that  if  I  am  in  any  way  displeased  with  this  study,  I  can  return  it  for  a  full  refund 
Please  mail  "Investing  &  Speculating  With  CONVERTIBLES",  by  Sidney  Fried,  immediately. 

(Please  Print) 

Name Address    


City. 


State 


Zip. 
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bilities into  a  dynamic  program 
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STOCK  TRENDS 

By  Myron  Simons 


Don't  Tar  Them  All 


What  happens  to  a  perpetual  motion 
machine  when  the  motion  runs  down? 
What  happens  to  a  conglomerate 
when  it  stops  conglomerating?  We'll 
soon  see  if  the  Nixon  Administration 
means  business  in  its  anticonglomera- 
tion  moves  of  recent  weeks. 

To  justify  the  layers  of  conver- 
tibles, of  warrants  and  of  just  plain 
glamour  that  they  bear,  the  conglom- 
erates will  have  to  continue  growing 
in  spite  of  Washington.  But  now  they 
may  have  to  grow  internally.  This  is 
a  much  tougher  job  than  growing 
through  acquisitions.  Which  is,  of 
course,  a  major  reason  why  some  of 
our  oldline  companies — which  could 
not  grow  by  acquisition — have  had 
rough  sledding  in  recent  years. 

And,  while  the  conglomerates  will 
now  share  some  of  the  disadvantages 
of  the  older  diversified  companies, 
they  will  not  have  all  of  the  advant- 
ages. They  will  not  have  the  years  of 
experience  in  managing  a  diversified 
business.  And  with  heavy  fixed 
charges,  the  per-share  earnings  of  a 
conglomerate  are  just  as  susceptible 
to  a  slowdown  in  profits  as  to  fast 
growth.  Recently,  several  of  the  large 
companies  have  run  into  trouble. 

Three  with  Problems 

Litton,  certainly  a  well  managed 
growth-oriented  company,  with  its  con- 
centration in  business  equipment,  de- 
fense, industrial  systems,  professional 
services  and  shipbuilding,  stopped 
showing  year-to-year  earnings  growth 
in  1968  as  a  result  of  a  combination 
of  operating  difficulties.  Automatic 
Sprinkler's  earnings  in  1968  were  10 
cents,  down  from  $1.45  the  year  be- 
fore, because  of  write-offs,  strikes,  and 
other  problems.  Ling-Temco-V ought, 
in  spite  of  its  highly  imaginative  finan- 
cial operations  and  its  exceptional 
growth  trend  of  recent  years,  ex- 
perienced a  drop  in  earnings  because 
of  the  copper  strike,  higher-than-ex- 
pected  costs  in  its  Electrosystems  sub- 
sidiary, and  now  it  may  face  the  loss 
of  Jones  &  Laughlin. 

Should  the  conglomerates  become 
companies  which  grow  by  internal  im- 
provements alone,  their  adventurous 
capitahzations  may  becx)me  a  disad- 

A  guMt  columnist,  Mr.  Simons  is  a  pirtntr,  In 
charge  of  resaarch,  with  tha  Haw  York  Stock  E«- 
changa  firm  of  Hlrsch  &  Co. 
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vantage.  There  are  interest  payments 
.to  meet  if  heavy  debt  is  incurred  for 
acquisition,  and  the  debentures  must 
be  paid  off  when  they  come  due.  True, 
this  is  often  far  into  the  future,  but  it 
should  not  be  forgotten  that  a  bond 
does  have  to  repay  principal. 

Then,  too,  warrants  and  the  con- 
vertible securities  can  limit  the  ad- 
vance in  the  stock.  The  options  and 
warrants  that  were  around  until  the 
last  year  or  two  have  generally  repre- 
sented a  relatively  small  percentage  of 
the  outstanding  shares.  When,  as  in 
the  case  of  some  conglomerates,  they 
are  a  significant  part  of  total  capital- 
ization, the  whole  picture  can  change. 
For  example,  if  a  company's  stock 
sells  at  $20,  and  there  are  a  million 
shares  plus  warrants  to  buy  a  million 
shares  at  $20,  the  stock  can  run  into 
tough  sledding.  Suppose  earnings 
double  in  five  years  (a  15%  com- 
pounded annual  growth  rate).  Ordi- 
narily, one  would  hope  for  the  stock 
to  double.  But  at  $40  per  share  there 
could  be  not  1  million,  but  2  million 
shares,  bringing  the  per-share  earnings 
right  back  to  where  they  started.  True, 
the  company  would  get  $20  million  in 
cash.  But  how  would  it  use  the 
money?  To  pay  off  debt?  To  reinvest? 
To  buy  short-term  securities?  To  buy 
in  its  own  stock?  And  would  any  of 
these  give  the  same  growth  potential 
as  the  stockholder  expects  from  pres- 
ent operations? 

So  a  conglomerate  that  can  no 
longer  make  major  acquisitions  raises 
a  great  many  questions.  Does  it  really 
have  internal  growth  potentials?  If  its 
interest  or  preferred  dividend  pay- 
ments are  large,  what  can  happen  to 
it  in  a  bad  year?  Can  it  pay  off  its 
debt?  Will  the  potential  additional 
shares  wash  out  growth  expectations? 
These  considerations  can  be  a  complex 
job  for  the  most  skillful  security 
analyst.  Clearly,  no  one  can  afford  to 
simply  look  at  the  final  report  of  per- 
share  earnings.  \ 

Diversifiers  of  Merit 

On  the  other  hand,  these  problems 
should  not  sour  the  investor  on  every 
single  conglomerate  enterprise.  Some 
diversified  companies  are  very  in- 
teresting: 

Kaiser  Industries  (20)  has  some  of 
the   outward   appearances   of  a   con- 
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Open  letter  to  Mr.H:  "Investor" 

(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami.  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  altitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H.  we  think  his  reaction  to  our 
service  deserves  another  response  from  us— but  this  time  ...in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


DEAR  MR.H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  1400  common 
stocks  weekly,  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  12  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 
makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  about  100  stocks  or  more  in  several 
industries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And— to  help  those  who  want  specific  guidance 
—this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it .  .  .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

BONUS 'With  the  annual  or 
3-month  trial  subscription.  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Sui-vey,  we  cannot  make  the  $5  trial  for  four 
weeks  of  service  available  to  those  who  have  already  had  such  a 
trial  within  the  past  six  months. 


□  ONE  YEAR- (167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-t  44 


13  EDITIONS) 


Send  mc  the  complete  lervice  for  the  term  checked  plus 
—as  »  t>onus-the  2'VOlume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-tS 
(4  EDITIONS) 

Send  me  a  4'week  introduc- 
tory subscription  to  the  full 
service  for  $5  I  enclose 
payment. 


I(  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  tht  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 


.  AA16-32 


City. 


Zip. 


(Subscription  fees  are  deductible  for  income  la«  purposes.  NYC.  rtsidents, 
please  add  5%  sales  tBn:  other  N.V  State  residents,  add  applicable  sales  lax.) 

The  Value  Line  Investment  Survey 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 


{Nu  iiiignmcnl  of  ihn  igiccmcnt 


nit  be  made  without  Ju'>icribef'j  consent ) 


)RBES,  APRIL  15,  1969 


99 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  E-7(l 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    •    Incorporated  1936 


BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  320 
A  quarterly  dividend  of  S2c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of  May 
1969  to  stockholders  of  record 
at  the  close  of  business  on 
April  10,  1969. 

Preferred  Dividend 
A  quarterly  dividend  of  $1 .06  per 
share  has  been  declared  payable 
on  the  first  day  of  May  1969  to 
stockholders  of  record  at  the 
close  of  business  on  April  10, 
1969  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.25% 
Scries. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.20  per 
share  has  been  declared  payable 
on  the  first  day  of  May  1969  to 
stockholders  of  record  at  the 
close  of  business  on  April  10, 
1969  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.78% 
Series. 

Checks  will   be  mailed  fr      i 
Old     Col  ""rust    Compaq    , 

Boston. 

JOSEPH  P.  TYRRELL 
Vice  President  and  Treasurer 

Boston,  March  24,  1969 


glomerate.  It  is  in  the  steel,  aluminum, 
automobile,  shipbuilding,  electronic, 
real-estate  and  contruction  businesses 
as  well  as  a  few  others.  But  it  differs 
in  two  ways.  Its  present  growth,  and 
that  which  I  expect  in  the  future,  will 
come  from  within.  And  its  true  book 
value  is  about  double  .the  selling  price 
of  the  stock,  far  different  than  that 
of  the  typical  conglomerates'  low  net 
asset  value  per  share.  I  estimate  per- 
share  earnings  for  the  company  of 
about  $1.45  for  1969  and  an  accelera- 
tion beginning  in  1970. 

ITT  is  the  blue  chip  of  the  diversi- 
fied companies,  with  interests  in  com- 
munications, electronics,  insurance, 
housing  and  many  other  fields.  Since 
it  generally  has  used  convertible  pre- 
ferreds  for  its  larger  acquisitions,  it 
seems  to  be  relatively  immune  to  pos- 
sible changes  in  the  tax  laws  on  con- 
glomeration. Ably  managed  and  with 
huge  resources,  the  company  appears 
rea.sonably  priced  at  under  18  times 
my  estimate  of  earnings  per  share  of 
$2.90  for  1969. 

/n/ierenf  Growth 

Leasco  Data  helped  to  bring  on  the 
present  problems  of  the  conglome- 
rates with  its  abortive  attempt  to  gain 
control  of  the  Chemical  Bank.  But  it 
should  not  be  ignored  that  its  business 
is  a  pretty  good  one.  It  is  one  of  the 
largest  in  the  field  of  computer  ser- 
vices and  leasing.  It  also  recently  ac- 
quired a  97%  interest  in  Reliance 
Insurance  Co.  This  year's  earnings 
could  approach  $3  per  share,  $2.40  on 
a  fully  diluted  basis.  Even  if  expan- 
sion by  acquisitions  should  no  longer 
be  possible,  the  inherent  growth  in 
areas  of  its  activity  is  great.  Once  the 
current  storm  is  over,  I  expect  the 
stock  to  do  better. 

Perhaps  because  its  capitalization 
is  heavy  with  convertible  debentures 
and  warrants,  perhaps  because  both 
recent  acquisitions — Morrell  and 
United  Fruit — were  companies  much 
larger  than  the  original,  AMK  is  con- 
sidered one  of  the  conglomerates. 
However,  about  90%  of  sales  is  related 
to  the  food  business.  Earnings  this 
year  look  likely  to  be  $3  to  $3.50  a 
share  after  potential  dilution  from  the 
convertible  debentures.  Much  more 
dilution  is  possible  if  the  stock  goes 
over  46  since  there  is  a  large  number 
of  warrants  to  buy  the  stock  at 
that  price.  But,  since  the  shares  are 
currently  selhng  considerably  below 
the  $46  level,  they  seem  quite  rea- 
sonably priced. 

Conglomeration  as  such  is  in  tiouble. 
Some  "conglomerates,"  however,  re- 
main good  companies  and  sound  buys. 
The  ones  mentioned  above  seem  to 
me  to  be  in  that  category.  ■ 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

COMMON  STOCK  | 

Dividend  No.  237  I 

35  cents  per  share;  g 

PREFERENCE  STOCK,  I 

5.20%  CONVERTIBLE  i 

SERIES  I 

Dividend  No.  3  | 

321/2  cents  per  share.  ^ 

i 

The  above  dividends  are  || 

payable  April  30,   1969  to  | 

shareholders  of  record  April  || 

5.  Checks  will  be  mailed  I 

from  the  Company's  office  S 

in  Los  Angeles,  April  29.  fe 

PRENTIS  C.  HALE,Treasurer  I 

March  20,  1969 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  11-43-06 
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Forbes  Gets 
a  Shot  of  B-500 
in  1968 
...and  Likes  it! 


-500  is  the  classification  number 
|>r  INDUSTRIAL  MATERIALS  AD- 

ERTISING  assigned  by  the  Pub- 
hers'  Information  Bureau.  Our 
hot"  was  an  increase  of  9%  over 

967  in  this  very  important  adver- 

sing  classification. 

arbes  ranked  fourth  among  all 
lagazines  in  Industrial  Materials 
jvertising— up  from  seventh  posi- 
on  in  1967.  More  important, 
arbes  was  the  only  magazine  in 
le  top  seven  publications  to  have 
3ins  in  this  area  during  the  past 
iar.  The  statistics  below  should 
rove  enlightening: 


B-500 

INDUSTRIAL  MATERIALS 

1968  vs.  1967 


Gain  or  Loss 
In  Pages 

1.  Business  Week         ~    511.85 

2.  Fortune  -      77.01 

3.  U.S.  News  -     114.05 

4.  FORBES  +      28.08 

5.  Time  -      93.45 

6.  Newsweek  -       18.52 

7.  Scientific  American   -      96.47 

Total  all  PIB  Magazines  - 1,028.08 


During  a  period  when  advertisers 
reduced  their  ad  pages  in  the  In- 
dustrial Materials  classification  by 
almost  19%,  it  is  gratifying  to  note 
an  increasing  awareness  of  Forbes' 
significance  in  this  area.  Adver- 
tisers and  their  agencies  wishing 
to  put  new  life  into  INDUSTRIAL 
MATERIALS  advertising  would  be 
well  advised  to  give  a  shot  of  B-500 
to  Forbes  for  positive  response  to 
their  1969  ad  programs. 

Forbes  readers  don't  just  own 
American  business. 

They  run  it. 

Forbes:  capitalist  tool 


r 


Listed  below  are  some  of  the  Industrial  Materials  "B-500"  advertisers  who  appeared  in  Forbes  during  1968: 

Abex  Corp. 

Engelhard  Minerals  &  Chemicals  Co. 

Phelps  Dodge  Corp. 

Aeronca Inc. 

Ex-Cell-0  Corp. 

H.  K.  Porter  Co.  Inc. 

•Allis-Chalmers  Mfg.  Co. 

FMCCorp. 

Pullman  Inc. 

Alcoa  Aluminum 

General  American  Transportation  Co. 

Rapid-American  Corp. 

American  Cyanamid  Co. 

General  Electric  Co. 

Republic  Steel  Corp. 

American  Metal  Climax  Inc. 

General  Motors  Corp. 

Revere  Copper  &  Brass  Inc. 

American  Smelting  &  Refining  Co. 

Aerojet-General  Corp. 

Reynolds  Aluminum  Packaging 

Amsted  Industries  Inc. 

Great  Northern  Paper  Co. 

Robbins  &  Myers  Inc. 

Anaconda  Co. 

Howmet  Corp. 

Scovill  Mfg.  Co. 

Avco  Corp. 

Kaiser  Aluminum  &  Chemical  Co. 

Signal  Companies,  Inc. 

Bendix  Corp. 

Keene  Corp. 

Sperry  Rand  Corp. 

Bethlehem  Steel  Corp. 

Koppers  Co.  Inc. 

Sundstrand  Corp. 

Capitol  Pipe  &  Steel  Products  inc. 

Lear  Siegler  Inc. 

TRW  Inc. 

Celanese  Corp. 

Ling-Temco-Vought  Inc. 

Textron  Inc. 

Clark  Equipment  Co. 

Lockheed  Missiles  &  Space  Co. 

U.  S.  Industries  Inc. 

Continental  Can  Co.  Inc. 

National  Can  Corp. 

U.  S.  Steel  Corp. 

Crane  Co. 

National  Distillers  &  Chemical  Corp. 

Warner  &  Swasey  Co. 

Curtiss-Wright  Corp. 

National  Industries  Inc. 

Westinghouse  Electric  Corp. 

Dana  Corp. 

National  Lead  Co. 

Witco  Chemical  Corp. 

Eaton  Yale  &  Towne  Inc. 

National  Steel  Corp. 

Woodward  Corp. 

El  Paso  Products  Co. 

North  American  Rockwell  Corp. 

Young  Radiator  Co. 

OBJECTIVE 

possible  growth  for 
your  investment. 


-^J^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION,  PLEASE  SEND  FREE  PROSPECTUS/LITERATURE  TO: 

Mm 

ADDRESS 


CITY 


STATE 


ZIP 


LDTY 


GROUP  OF  MUTUAL  FUNDS 

for  growth  possibilities 

D   FIDELITY  TREND  FUND 
D   FIDELITY  CAPITAL  FUND 
D  DOW  THEORY  INVESTMENT  FUND 

for  growth  possibilities  and  income 
D  FIDELITY  FUND 

for  income 

n  PURITAN  FUND 

D  EVEREST  INCOME  FUND 

Free  Prospectus  available  from  your  investment  dealer  or  check  fund(s)  above 

and  send  this  coupon  to:    Dept  FO, 

THE   CROSBY   CORPORATION,   225   Franklin   St.,    Boston,    Mass.   02110 


Name_ 


Address- 
City 


3tate. 


.Zip  Code. 


THE  FUNDS 
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Bernie's  Pal,  Arthur 

Ask  any  investor  who  Arthur  Lipper 
is  and  chances  are  you  will  get:  "Isn't 
he  the  one  who  puts  out  the  weekly 
mutual  fund  performance  '^gures?" 

He  is  indeed.  But  at  37  Arthur 
Lipper  is  also  a  former  U.S.  Senate 
page,  a  high  school  drop-out,  a  Marine 
sergeant  wounded  in  Korea,  an  oriental 
art  dealer — and  a  friend  of  Bernie 
Cornfeld,  the  extraordinary  head  of 
Europe's  extraordinarily  successful  In- 
vestors Overseas  Services.  Short  and 
dark,  Lipper  now  heads  his  own  Wall 
Street  brokerage  firm.  But  with  a 
new  moustache,  he  looks  more  like  the 
art  dealer  he  used  to  be. 

As  a  boy  Lipper  was  determined 
to  stay  out  of  the  stock  market.  "It 
was  the  last  business  I  ever  wanted 
to  get  into,"  Lipper  says.  "Everybody 
in  my  family  had  always  been  in  it. 
My  grandfather  headed  the  Arthur 
Lipper  Co.  He  liquidated  the  com- 
pany in  1928,  about  the  best  time 
to  get  out  of  the  business."  Lipper's 
father,  Arthur  Jr.,  became  a  success- 
ful broker  but  Arthur  III  insisted  on 
pursuing  his  interest  in  art. 

However,  there  must  be  something 
about  Wall  Street  that  attracts  Lip- 
pers.  When  Arthur  Lipper  got  back 
from  Korea  he  enrolled  in  Columbia 
University  night  school  taking  courses 
in  oriental  culture  and  art.  When 
pressed  to  pay  his  bills,  Lipper  headed 
downtown.  "I  took  a  job  at  Bache" 
says  Lipper,  "because  they  have  a 
Tokyo  affiliation  and  I  hoped  to  get 
back  to  Japan.  While  I  was  at  Bache 
I  had  to  face  facts.  I  liked  the  business 
and  I  was  good  at  it."  He  quit  college 
to  devote  all  his  energies  to  his 
work. 

By  1963  he  was  Zuckerman  Smith's 
institutional  manager.  "I  was  pre- 
paring statistical  information  com- 
paring fund  performances  and  found 
that  many  of  our  clients  were  ex- 
tremely appreciati\e  of  the  service," 
Lipper  says.  "They  found  it  helpful. 
One  day  a  London  banker  suggested 
I  call  on  Bernie  Corn  f eld's  Investor 
Overseas  Services  in  Geneva  because 
they  were  interested  in  new  invest- 
ment techniques.  I  did,  and  came  back 
to  New  York  with  a  new  client.  lOS 
gave  us  $10,000  a  year  in  commission.' 
in  1963. "  By  1966  Lipper  was  earn 
ing  some  $500,000  a  year  in  com- 
missions and  lOS  with  its  affiliate; 
was  far  and  away  his  biggest  ac 
count. 

In  early  1967,  Cornfeld  suggestet 
to  Lipper  that  there  would  be  enougl 
business   to   make   it  worthwhile  io 
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him  to  open  offices  in  London  and 
Geneva.  Lipper  quit  and  set  up  his 
own  shop. 

"I'd  have  been  an  idiot  not  to, " 
Lipper  says,  "With  the  lOS  business, 
and  therefore  an  assured  income,  I 
could  create  a  firm  with  an  extremeK 
strong  base.  Every  thinking  person 
on  Wall  Street  would  have  jumped 
at  a  similar  opportunity." 

The  IBM  360  computer  Lipper 
bought  enabled  him  to  expand  and  re- 
fine the  fund  reporting  services  that 
attracted  Conifeld  in  the  first  place. 
The  e.xpanded  and  refined  fund  reports 
helped  to  bring  in  new  clients.  Toda\ , 
Bemie  Cornfeld  is  still  Lipper's  big- 
gest client,  but  he  has  some  400  other 
institutional  clients.  "Our  company 
would  now  be  very  profitable  without 
the  lOS  business,"  he  says.  The  fund 
reports,  with  fewer  tlian  1,000  sub- 
scribers at  $500  a  head,  bring  in 
less  than  $10,000  a  week. 

Meanwhile  Lipper  is  still  interested 
in  oriental  art;  his  38th-floor  office  is 
packed  with  it.  And  he's  full  of  ideas. 
He  i.i  starting  a  mutual  fund  that  will 
only  invest  in  other  fmids.  Two  weeks 
ago  he  was  talking  enthusiastically 
about  buying  the  Queen  Elizabeth, 
now  in  HolKwood,  Fla.,  and  turning 
her  into  Rio  de  Janeiro's  biggest  new 
hotel  in  30  years;  putting  the  New 
York  Stock  Exchange  on  an  aircraft 
carrier  beyond  the  12-miIe  limit;  and 
buying  a  small,  unknown  island-state 
oH  the  cx)ast  ol   England. 

Bernie  Cornfeld  has  done  it  again; 
he  takes  care  of  his  friends  {sec  p. 
80). 


Vertical  Integration, 
Wall  Street  Style 

Well,  Sears,  Roebuck  does  it,  manu- 
factures many  of  the  goods  it  sells, 
and  so  does  the  A&P.  Why  shouldn't 
stockbrokers?  Why  should  they  con- 
tent themselves  only  with  sales  com- 
missions on  mutual  funds?  Why  not 
create  their  own  funds,  thus  assuring 
themseKes  of  captive  brokerage  cus- 
tomers and  a  steady  flow  of  manage- 
ent  fees  as  well?  A  kind  of  vertical 
ntegration  in  the  in\estment  busi- 
less. 
That's  the  idea  behind  the  current 
ave  of  brokerage-house-sponsored 
utual  funds.  Something  like  40  of 
he  nearly  220  funds  registered  last 
year  were  sponsored  by  investment 
jankers  and  brokerage  houses.  Last 
Tionth  alone  these  firms  took  the 
alunge:  Hayden,  Stone  (Tudor  Hedge 
Fund,  assets  $42  million),  F.S.  Smith- 
■rs  &  Co.  and  Studley,  Schupert  &  Co. 
(Inventure  Capital,  a  closed  end- 
:und),    Pressman,    Frohlich    &    Frost 


Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 

(no   broker   tee) 

are  moving  far  in  front  of  other  mutual  funds? 


-AMERICAN  INVESTORS 

-JOHNSTON  FUND 

-NEW  HORIZONS 

-DREXEL  EQUITY 

-LOOMIS  SAYLES  CAP. 

-ONEV/ILIIAMST. 

-ENERGY  FUND 

-MATES  FUND 

-PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

— NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  11  selected  no-load  funds  of  which  three  are  far  outpacing 

the  entire  mutual  fund  market. 


CURRENT   AGFR    REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated 
each  month.  You  receive  concise,  unbiased  information  on  important  actions 
within  these  dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast 
of  the  mutual  fund  market  with  this  profitable  guide  to  investment. 

NOW, . .  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  growing 

funds. 


_   Chas.  H.  Thomas  Inc.  Dept.  F-16-9 

■  P.O.  Box  667 

■  Los  Altos,  Calif.  94022 

■  Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  11  NO-LOAD  FUNDS  that  are 

■  equalling  the  30-Funcl  AGFR  average. 

Name 


Address. 

City 

State 


.Zip_ 
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1969  MUTUAL 
FUND  GUIDE 

. . .  over  300  pages,  covering  375  funds. 

Just  off  the  press,  the  1969  edition  of  FundScope's  Annual  Mutual  Fund  Guide.  This 
edition  is  by  far  the  largest  ever,  with  over  300  pages  of  vital  performance  and 
reference  data  on  375  funds.  Included  are  No-Load  funds,  Go-Go  funds  and  smaller 
or  newer  funds  not  generally  covered  elsewhere. 

This  dynamic  guide  is  filled  with  page  after  page  of  comprehensive  information 
designed  to  help  you  get  your  dollars'  worth  from  mutual  funds.  For  example: 

•  EXCLUSIVE  10YEAR  PERFORMANCE  RESULTS  (ranked  by  order  of  performance) 
Reveals  that,  a  $10,000  investment  in  the  period  ended  12/68  (with  all  distribu- 
tions reinvested)  grew  to  an  average  value  of  $27,466  for  all  mutual  funds.  How- 
ever, individual  funds  showed  vast  differences,  with  the  top  fund  growing  in 
value  to  $92,330  while  the  poorest  fund  advanced  in  value  to  only  $12,219. 
FUNDSCOPE  NAMES  ALL  THESE  FUNDS  IN  ACTUAL  ORDER  OF  PERFORMANCE. 

•  FUND  ADDRESSES  &  STATES  WHERE  EACH  FUND  IS  QUALIFIED  FOR  SALE 

•  PERFORMANCE  RATINGS 

Is  your  fund's  performance  above-average  or  below  average?  ? 

•  RANKINGS  OF  FUNDS  BY  SIZE 

•  PLUS:  Founding  date,  time  operated  by  present  management,  management  fees, 
expense  ratios,  assets,  price-earnings  ratio,  distribution  of  assets,  dividend  dates, 
number  of  shareholders,  ratio  of  portfolio  turnover,  acquisition  costs,  redemption 
fees,  minimum  purchase  requirements,  conversion  privileges  and  a  complete 
glossary  of  mutual  fund  terms. 

In  addition,  this  valuable  guide  shows  which  funds  have  WITHDRAWAL  PLANS, 
KEOGH  INVESTMENT  PLANS,  ACCUMULATION  PLANS,  CUMULATIVE  PURCHASING 
PRIVILEGE,  SYSTEMATIC  INVESTMENT  PLANS  ($$  Cost-Averaging),  LETTER  OF  INTENT 
AND  INSURANCE  PLANS . . .  plus  those  that  may  hedge  or  sell  short.  All  this,  and 
numerous  other  features  are  yours  in  this  big  Annual  Mutual  Fund  Guide. 

SPECIAL  OFFER  (New  trial  subscribers  only) 
Send  just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 

A.  The  April  MUTUAL  FUND  GUIDE ...  the  biggest  issue  of  the  year.  A  must  for  any- 
one who  owns  mutual  funds  or  is  considering  investing  in  funds.  (This  guide 
alone  sells  for  $10.00) 

B.  The  May  issue  featuring  performance  results  for  the  latest  5-year  period,  plus 
regular  "quarterly  performance  review"  and  our  latest  12-month  tabulations  on 
fund  performance. 

C.  The  June  "Withdrawal  Plan"  issue.  Provides  10-year  results,  as  well  as  the 
answers  to  the  most  frequently  asked  questions  about  these  popular  "check-a- 
month"  plans. 

PLUS  2  BIG  BONUSES 

1.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  A  special  32  page  reprint  from  FundScope's 
famous  January  issue  featuring  No-Load  funds  vs  Load  Funds. 

2.  "COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY." 
A  special  article  that  tells  what  is  behind  these  combination  packages 

Remember,  FundScope  is  the  only  publication  of  its  kind  and  spotlights  unusual 
news  and  features  items  out  of  the  ordinary  which  may  mean  dollars  in  your  pocket, 
FundScope  does  not  offer  investment  advice  but  provides  facts  to  assist  you  in 
making  decisions.  We  do  not  sell  funds  or  have  any  connection  whatsoever  with  any 
fund  or  related  company.  No  salesman  will  call.  Not  available  on  newsstands. 
ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

FundScope 

Dept.  F-93,  Gateway  East 
Century  City,  Los  Angeles,  Cai.  90067 
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(Galaxy  Fund).  Earlier  Smith,  Bar- 
ney and  Drexel  Harriman  &  Ripley 
came  out  with  two  no-load  funds  bear- 
ing their  prestigiou,s  names. 

In  the  wings  are  such  fii-ms  as 
Dreyfus  Corp.,  which  is  bringing  out 
Dreyfus  Leverage  Fund  at  $13.70  a 
share  to  go  along  with  its  fabulous!)' 
successful  lion,  the  $2.6-billion  Drey- 
fus Fund.  Others  in  registration  oi- 
Ijeing  sold  are  D.H.  Blair's  Emerging 
Securities  Fund  and  two  no-load 
funds  of  Wood,  Struthers  &  Winthrop, 
"just  to  name  a  few. 

Why  after  holding  back  are  nian\ 
taking  the  plunge  now?  Richard 
McFarland  of  Drexel  Harriman  Rip- 
ley's funds  says  tliat  by  197.5  he  ex- 
pects over  half  of  all  stockholders  to 
be  mutual  fund  shareholders.  "The 
alert  houses  don't  want  to  be  left 
standing  at  the  post." 

Public  Record 

Then  there  is  publicity  value.  "Its 
going  to  be  difficult  for  a  Bache  or 
Merrill  Lynch  to  convince  a  pension 
or  endowment  fund  that  they  have  the 
track  record  if  they  have  no  public 
record  which  they  can  compare  with 
other  publicly  traded  funds, "  McFar- 
land says. 

The  biokers  can  go  into  the  fund 
business  fairly  cheaply.  They  already 
have  research  departments  and  infor- 
mation sources.  Many  brokerage  firms 
already  have  large  retail  networks 
selling  mutual  funds. 

It's  interesting  that  many  of  these 
funds  don't  bear  the  name  of  the 
house  behind  it.  Why  is  this?  Perhaps 
because  they  learned  from  Lazard 
Freres'  experience.  The  prestigious 
house  brought  out  the  Lazard  Fund 
and  it  never  did  well;  that  tarnished 
Lazard's  reputation  for  omnipotence. 
Lazard  .sold  the  fimd  a  few  years  ago 
to  Dun  &  Bradstreet.  By  contrast, 
Lehman  Brothers  still  runs  its  One 
William  Street  Fund,  which,  while  a 
mediocre  performer,  does  not  bear  the 
Lehman  name  directly.  It  does,  how- 
ever, continue  to  produce  some  $1.7 
million  a  year  in  management  fees  and 
brokerage  commissions,  which  hasn't, 
ic  can  be  added,  hurt  a  thing. 


Who's  Minding  the  Store? 

With  the  stock  market  churning  at 
such  a  rate  that  an  11-million  share 
day  is  considered  ho-hum  and  with 
more  and  more  mutual  funds  going 
into  business  every  month,  the  Se- 
curities &  Exchange  Commission  is 
swamped  with  work.  Yet  never  has 
the  SEC  found  it  more  difficult  to  hold 
on  to  the  lawyers  it  needs  to  keep  up. 
Not  suiprisingly,  dozens  of  them  learn 
the  ins  and  outs  of  the  securities  in- 
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Four  tips  on  how  to  be- 
come an  unforgettable 
American  memory. 

1.  Stop,  look  and  listen.  That's  tne  easiest 
way  to  encounter  a  foreign  visitor.  (And,  if 
you  don't  encounter  one, what  will  he,she-or 
perhaps  they-have  to  remember  you  by?) 

2.  Prepare  to  jump  a  hurdle.  What  sort  of 
hurdle?  Well,  let's  say  you've  just  stopped, 
looked  and  listened  in  a  bustling  bus  ter- 
minal. Your  alert  eye  catches  the  tenta- 
tive movement  of  someone  who  takes  a 
quick  step  forward.  An  even  quicker  step 
back.  Then  stands  stock  still,  looking  lost. 
You've  spotted  one!  Your  foreign  visitor. 
And  he  (or  perhaps  she)  is  lost,  but  too 

hy  to  ask  directions.  And  you're  just 
bout  to  offer  help.  But,  suddenly,  you 
:an't?  You're  too  shy  too?  Then  that's  your 
lurdle.  Jump  it.  Or  simply  step  across. 

3.  That's  not  your  hurdle,  but  you've  just 
■un  into  another?  Your  English-speaking 

isitor  doesn't  understand  your  answer  to 
lis  question,  even  though  it  was  direct 
jnd  exact?  It's  probably  his  ears.  Perhaps 
hey're  long  attuned  to  British  English,  or 
Australian  English,  or  Irish  English,  and 
hey  find  your  rapid-fire  American  English 
Jifficult  to  catch.  So  repeat  your  answer, 
ilowly. 

I.  You  have  no  trouble  communicating, 
ou  just  don't  know  the  place  he  seeks? 
ake  a  moment  to  glance  around.  And 
mother  to  dig  into  your  memory.  Chances 
ire  you  do  know  a  Tourist  Information 
enter,  or  Travelers  Aid,  or  Chamber  of 
;ommerce  Office  and  you  could  take  him 
^ere. 

)ne  foreign  visitor's  most 
jnforgettable  American 
nemory  might  easily  be  you. 


UNITED  STATES  TRAVEL  SERVICE 
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HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound    Investment   Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION    PRESS.   JERICHO,    N.Y.   117S3 

Order    from    publisher   or    from    Brentano's, 
Doubleday    or    other    stores. 


Electronics  Letter 

provides  background  information  you  need  to  make 
nvestment  decisions  in  the  fast  growing,  fast 
clianging  electronics  industry.  Significant  develop- 
ments discussed  and  interpreted  for  the  investor 
from  over  200  trade  and  government  sources. 
Latest  issue  covers  consumer  integrated  circuits, 
computer  memories,  and  20  other  topics.  Send  {1 
lor  sample  copy    Box  4849.  Cleveland,  Ohio  44126. 


du-stry,  then  head  straight  for  Wall 
Street  and  double  their  pay. 

The  SEC  has  always  been  a  training 
ground  for  Wall  Street.  In  recent 
months,  however,  the  situation  has  be- 
gun to  reach  crisis  proportions.  "In 
my  opinion,  the  demand  will  get  even 
greater  when  banks  get  into  the  mu- 
tual fund  field,"  .says  an  SEC  alum- 
nus. 

The  SEC's  division  of  corporate 
regulation  is  responsible  for  keeping 
an  eye  on  all  mutual  funds  and  closed- 
end  investment  companies.  It  has 
been  hit  especially  hard. 

"In  just  seven  months  ended  Jan. 
31,  1969,"  says  Solomon  Freedman, 
director  of  the  corporate  regulation 
division,  "128  new  investment  compa- 
nies have  been  registered — more  than 
an\'  previous  full  fiscal  year  except 
1968  in  which  167  were  registered." 
To  process  thes"  new  investment  com- 
panies, Freedman  is  supposed  to  have 
50  professionals.  Instead,  he  says,  he 
has  only  38. 

Says  one  departed  legal  staffer: 
"Turnover  is  (luile  severe  at  the 
Cirade  13  or  14  level  [starting  at 
$14,409  and  $16,946  a  year].  That's 
because  they  can't  go  any  further. 
There  are  only  so  many  positions 
above  that." 

"What  can  I  say?"  laments  new 
SEC  Commissioner  Hamer  H.  Budge. 
"It's  true,  too  true," 

Staying  Power 

All  former  staffers  carry  with  them 
an  admiration  for  the  men  who  con- 
tiiuie  to  work  ihere.  "I'm  continually 
amazed  at  the  retention  of  talent  at 
the  SEC,"  says  one.  "The  general  coun- 
-sel  of  the  SEC,  Philip  A.  Loomis  Jr., 
is  one  of  the  most  brilliant  men  in  se- 
curities law,  and  he  stays  on."  Loomis, 
a  (nade.IH,  earns  $30,000.  This 
former  staffer  theorizes  that  people 
like  Loomis,  who  grew  up  in  the  De- 
pression, hold  their  retirement  benefits 
under  Civil  Service  m  higher  regard 
than  do  the  younger  staff  men.  The 
problem  is  the  younger  men.  What 
are  the  chances  for  better  salaries — 
if  not  competition — with  private  in- 
dustry? The  SEC  might  be  able  to 
afford  higher  salaries  if  it  were  per- 
mitted to  retain  the  considerable  fees 
it  collects  on  registration  statements. 
This  year  they  will  amount  to  $13.2 
million,  all  of  which  will  go  to  the 
Treasury.  This  amounts  to  almost 
70?  of  the  SEC's  total  budget.  Add 
another  $3.9  million  in  fees  the  SEC 
collects  from  stock  exchanges  and  the 
SEC  will  collect  almost  90%  of  the 
$18.7  million  it  spends.  The  Federal 
Reserve  is  self-supporting.  Why  not, 
one  ex-SEC  attorney  asks,  make  the 
SEC  self-supporting,  too?  ■ 


T.ROWE  PRICE 
GROWTH  STOCK 


A  NO-LOAD  FUND 

investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  €IIMGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept.  B 
Baltimore,  fkld.  21201 

I  lume 

Zip 


Growth 
industry  .^^ 
snares,  bis 

mC  A  MUTUAL  FUND 

■■■''■  INVESTING  IN 

GROWING  COMPANIES 

You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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READERS  SAY 


(Continued  from   page  22) 

retailers  for  not  waiting  until  Christmas 
to  promote  games  and  toys. 

— George  B.   Mothehal 
Pittsburgh.   Pa. 

Crowell  Collier  Protests 

Sih:  The  article  on  Crowell  Collier  6; 
Macmillan  (  Fohiies,  Mar.  15)  "The  Pur- 
suit of  Opportunitj"  contains  a  number 
of  misstatements. 

1)  In  1967  we  made  eight,  not  18 
acquisitions. 

2)  Reported  1968  EPS  of  $1.32  in- 
clude provision  for  residual  securities; 
conversion  of  all  additional  outstanding 
convertible  .securities  and  the  exercise  of 
options  would  result  in  pro  forma  earn- 
ings of  $1.25  per  share,  not  S1.14. 

3)  Rather  than  increasing  from  a  level 
of  20  at  the  time  I  joined  the  compan>-, 
the  present  stock  price  of  around  33  is 
over  five  times  the  adjusted  Sept.  19.59 
price  of  6%,  and  reflects  the  subsequent 
payment  of  ten  annual  4%  stock  dividends 
and  a  two-for-one  stock  split  in  1968. 

4)  The  .sales  and  profits  figures  >ou 
cite  for  the  year  1958  are  correct  within 
the  context  of  one  .specific  definition,  but 
are  from  a  statistical  source  other  tlian 
this  company.  They  are  not  truly  com- 
parable «ith  current  operating  results. 

5)  Begarding  Crowell  Collier  &  Mac- 


millan's  earlier  stock  interests  in  Esquire 
(Inc.,  not  magazine).  Famous  Artists, 
and  Grosset  &  Dunlap,  Crowell  Collier 
&  Macmillan  made  these  investments  be- 
cause we  considered  such  a  program 
sound  in  terms  of  capital  deployment. 
Whether  the  outcome  was  an  acquisition 
or  capital  appreciation,  we  thought  we  ' 
were  likely  to  gain.  They  turned  out  to 
be  solely  investments — and  good  ones, 
adding  about  $18  million  to  shareholders' 
equity. 

6)  With  regard  to  our  acquisition  pro- 
gram, Forbes  reports  my  saying  "we  got 
a  lot  of  cats  and  dogs."  1  never  made 
such  a  statement. 

R.WMOND  C.  Hagel 

Chairman 

Crowell  Collier  &  Macmillan,  Inc. 

New  York,  N.Y. 

We  concede  some  of  Mr.  Hadel'.s  points 
l)ut  hij  no  means  all  of  them.  Instance- 
btj-instance: 

1)  Mr.  Hagel  is  correct  on  the  num- 
ber of  acquisitions.  This  was  a  research- 
er's   error. 

2)  Our  figure  of  SI. 14  us  fuUij-dihitcd 
earnings  was  derived  by  methods  cou- 
si.itent  with  those  used  in  our  Annual 
Report  on  American  Industri/.  Mr.  Hagel 
uses  different  methods,  and,  in  fact, 
Crowell  Collier  b-  Macmillian  uses  a  be- 
wildering variety  of  adjustments  and  re- 
adjustments. Skilled  .ytati.sticians  have  i 
difficulty  reconciling  them. 

3)  We  dated  the  stock's  progress  from 
about  the  time  Mr.  Hagel  became  presi- 
dent.  He  is  dating   it  from   the  time  he 


joined  the  cojijpany,  some  two  years  he- 
fore. 

4)  Mr.  Hagel  is  correct  in  saying  that 
our  source  was  from  outside  the  com- 
pany. We  found  the  company's  own 
figures  confusing  and  inconsistent. 

5)  There  is  good  reason  to  believe  that 
Crowell  Collier  was  acquisition-bent  in 
these  investments  but  there  is  no  arguing 
with  Mr.  Hagel's  numbers. 

6)  Unless  our  reporter's  notes  are  in 
coynplete  error,  this  is  indeed  what  Mr. 
Hagel  said — Ed. 

Cancel  the   Debt 

Sir:  Did  )ou  ha\e  to  say  that  Wallace 
Gro\es  (Forbes,  Mar.  15,  p.  28)  had 
had  a  losing  battle  with  the  law?  I  am 
a  former  newspaper  editor  and  undoubt- 
edly should  say  tnea  culpa  for  my  own 
sins.  But  I  ask:  Can't  a  man  ever  pa> 
his  delit  to  societ>'  in  the  U.S.? 

— Edward  P.  Doyle 
Chicago.   111. 

Inadequate   Candlepower 

Silt:  Clerald  Tsai  (Forbes,  Mar.  15,  p. 
61 )  has  made  a  great  deal  of  money  for 
himself.  However,  as  guiding  light  for 
the  Manhattan  Fund,  his  candlepower  has 
been  less  than  adequate.  Anyone  who 
bought  the  fund  when  it  first  came  out 
would  have  been  better  ofl  putting  his 
money  in  a  bank,  and  almost  as  well  ofl 
putting  it  under  the  mattress. 

— Gregory  A.  Knapp 
Dallas,  Te.\. 


Know  a  Stock'^s  Record  Before  You 

BUY-HOLD-SELL 

Get  the  facts  m  FINANCIAL  WORLD's 
Single  compact  volume  giving  the  complete 
12-year  Record  of  ALL  'Big  Board'  Common  Stocks 

Nowhere  else  can  you  find  as  quickly  and  easily,  or  at  lower  cost,  each  stock's 
per  share  Performance  Record  over  the  past  12  key  years — essential  facts 
and  figures  you  as  an  investor  need  in  order  to  judge  the  investment  value  of 
stocks  you  own  or  consider  buying. 


1957-1968 
Each  Year's 


/ 


Price  Range  Stock  Splits 

Dividends  Earnings'' 

*1968  earnings  as  available  up  fo  press  date 


You  can't  determine  a  stock's  current  value  unless  you  have  its  earnings  and  dividend 
records  of  previous  years;  and  you  can't  compare  current  prices  with  former  prices 
unless  you  have  a  record  of  the  hundreds  of  stock  splits  over  the  last  twelve  years. 

BUY  IT  FOR  ONLY  $2.75  ...  or  get  it  as  a  bonus 
with  this   unusual   $6  COMBINATION   OFFER    .    .    . 

You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to  FINANCIAL 
WORLD'S  Comprehensive  Investment  Service — developed  and  refined  through  FWs 
more  than  66  years  of  successful  experience. 


And  Your  $6  Brings  You  .  .  . 

12  Issutt  of  FINANCIAL  WORLD,  .iknierica's  pio- 
iiier  inve«lin<'nl  wiikly.  Foruscd  on  giving  yon 
5oimd  stOL-k  valuiii,  providing  continuous  di- 
tection  on  hundreds  of  issueb.  Detailed  reports 
on  selected  securities  .  .  .  Company  and  indus- 
try surveys  .  .  .  Market  outlook  .  .  .  Developing 
Irciids  ...  Supervised  groups  of  issues  for 
every  inveslnirni  goal  .  .  .  Mutual  Fund  De|parl- 
incnt  .  .  .  Everything  to  help  you  profit  in  any 
kind  of  market.  (Cost  lor  the  magaiine  only  at 
nrwuslaniU    $7.20.) 


3  MONTHLY  updated  supplements  of  **INDE- 
PENDENT  APPR.MS.iVLS"  of  up  to  1900  listed 
stocks,  detailed  digests  of  prices,  earnings,  divi- 
dends— plus  our  o«n  RATINGS  of  investment 
value.  (Similur  guides  would  cost  up  to  $24  a 
year.) 

ADVICE-BY-MAIL  as  often  as  once  a  week  for  12 
weeks — our  best  opinion  on  whether  to  buy,  sell, 
hold  any  slock  you  inquire  about  that  interests 
you    at    the    partirular   time.    (JVoC   available   alone 

at  any  price.) 


VALUABLE  ADDED  FEATURE 

The  Stock  Record  Book  also  contains  the  12- 
year  (1957-1968)  record  of  the  Leading  Mutual 
Funds  .   .  .  showing  each  year's: 

CAPITAL  GAINS  •    INVESTMENT  INCOME 
NET  ASSET  VALUE   •   SALES  CHARGES 

Here  ore  the  facts  you  need  to  help  you  invest  more 
knowledgeably,   more   intelligently,   more   profitably! 

TAKE  YOUR  CHOICE  BUT  ACT  NOW! 

Order  the  Record  Book  or  get  it  as  a  Bonus. 
Edition   Limited. 

, ORDER   ON    30-DAY    MONEY-BACK   GUARANTEE -- 

FINANCIAL  WORLD-Dept.  FB-415 

17    Battery    Place,    New    York,    N.    Y.    10004 

For  payment  enclosed  please  enter  my  order  for: 

copies  of  your  new  1957-1968  Stock  Record  Book 
.It   $2.73  each. 

□  12  Weeks'  Trial  Subscription  to  FINANCIAL 
WORLD'S  complete  investment  service  includini 
Stock   Record  Book — all  for  $6. 


Name. .. 
Address. 
City 


L. 


state Zip. 

(This  subscription  is  not  assignable.) 


FORBES,  APRIL  15,  196? 


Forbes 


Index  of  Adveriisers-APRIL  15,  1969 

□  Indicated  below  are  those  general  advertisers  who  will  make  additional  information  or  annual  reports 
available  to  Forbes  readers  as  stated   in  their  advertisements  on  the  pages  noted. 


ALLEN   Si  company    INCORPORATED.    63 

Agency:   Albert  Frank-Guenther  Law,  Inc. 

AMERICAN    TELEPHONE    & 

TELEGRAPH   CO 4 

Agency:  N.  W.  Ayer  &  Son,  Incorporated 

O  AMETEK    22 

Agency:    Basford  Incorporated 

G  AMSTED    INDUSTRIES,    INC 23 

Agency:    Geyer-Oswald,    inc. 

BABSON'S    REPORTS    INCORPORATED    87 

Agency:   Kenneth   T    Vincent  Co. 

BACHE    at   CO.    INCORPORATED    74 

Agency:   Albert  Frank-Guenther  Law,  Inc. 

G  BATTLE    CREEK    EQUIPMENT 

COMPANY        75 

Agency:  Marvin  H.  Frank  &  Company, 
Inc.  Advertising 

D  THE    BENDIX    CORPORATION     30 

Agency;   Mac  Manus,  John  &  Adams, 
Inc. 

BETHLEHEM    STEEL 

CORPORATION    Srd  Cover 

Agency:   Van   Brunt  &  Company 


BOISE   CASCADE    CORPORATION 

Agency:    Dancer-Fitzgerald-Sample, 

Inc. 


41 


THE     BOSTON     COMPANY,     INC »3 

Agency:    Reach,   McClmton  &  Co.,  Inc. 

BOSTON    EDISON    COMPANY    100 

Agency:  John  C.  Dowd,  Inc. 

C  CNA    INSURANCE     11 

Agency:   PostKeyes-Gardner  Inc. 

C  CARTE    BLANCHE    CORP 42-43 

Agency:  J.   Waiter  Thompson  Company 

□  CHRISTIAN   COLLEGE    75 

Direct 

CITIES    SERVICE    COMPANY    14 

Agency:    Hiii    and    Knowiton,    inc. 

CONSOLIDATED     NATURAL     GAS 

COMPANY        87 

Agency:   Albert  Frank-Guenther  Law,  inc. 

CRANE    CO 8 

Agency:    Doremus  &  Company 

THE    CROSBY    CORPORATION     102 

Agency:   Harold   Cabot   &  Co.,    Inc. 

THE    DANFORTH    ASSOCIATES  100 

Agency:   Wunderman,    Ricotta    & 
Kline,    Inc. 

THE    DETROIT    EDISON    COMPANY    ..    73 

Agency:  Campbeii-Ewaid   Company 

ELECTRONICS    LETTER    105 

Direct 

DEL  PASO   NATURAL  GAS  COMANY    ...    51 

Agency:    Hill    and    Knowiton,    inc. 

EMPIRE    DIAMOND    CORPORATION     ..    82 

Agency:    Dobbs  Advertising 
Company,    inc. 

EXPOSITION    PRESS     105 

Agency:  Authors    and    Artists 
Advertising  Agency 

QFMC    CORPORATION     6-7 

Agency:   Botsford,   Constantine  & 
McCarty,    inc. 

FIDELITY    FEDERAL    SAVINGS   8i 

LOAN    ASSOCIATION     82 

Agency:  The    Perrett   Company 

FINANCIAL    WORLD     106 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

FUNDSCOPE       104 

Agency:   Doremus  &  Company,   Ltd. 


GENERAL    ELECTRIC    COMPANY     53 

Agency:   Batten,  Barton,   Durstine  & 
Osborn,    Inc. 

_;  THE    GENERAL    FIREPROOFING 

COMPANY        10 

Agency:   Ketchum,   MacLeod   & 
Grove,    Inc. 

GENERAL    TELEPHONE    8. 

ELECTRONICS    CORPORATION     13 

Agency:   Doyie    Dane    Bernbach,    inc. 

GOODBODY   S,   CO 83 

Agency:   Doremus  &  Company 

THE  B.  F.  GOODRICH   COMPANY 26 

Agency:  The  Gnswoid-Eshieman 
Company 

GROWTH    INDUSTRY    SHARES,    INC.    .105 

Agency;   Rooertson   Advertising   Inc. 

I.   W.    HARPER    DISTILLERS 

COMPANY    Back    Cover 

Agency:   Leo  Burnett  Company,  inc. 

HATTERAS    YACHT     DIVISION, 

NORTH    AMERICAN    ROCKWELL   CORP.    21 

Agency:   James    R.    Hox    Advertising 

H.    HENTZ   li    CO 63 

Agency:   Geer,    DuBois  &  Co.,    Inc. 

HERTZ    SYSTEM,    INC 49 

Agency:    Carl    Ally    inc.,    Advertising 

KAISER    ALUMINUM    I,    CHEMICAL 

CORPORATION         54-55 

Agency;   Young  &   Rubicam,   Inc. 

KALB,   VOORHIS   &   COMPANY    86 

Agency:   Snerman    Sackheim   &  Co., 

Inc. 

KENTUCKY,    STATE    OF — 
INDUSTRIAL     DEVELOPMENT 

DIVISION  16 

Agency:    Farson    &    Huff   Advertising 
Agency 

THE    KEYSTONE    COMPANY 

OF    BOSTON     87 

Agency:   Doremus    &    Company 

KOPPERS    COMPANY,     INC 56 

Agency:   Batten,  Barton,   Durstine  & 
Osborn,    inc. 

LTV    ELECTROSYSTEMS,    INC 29 

Agency:   Lennen    &    Newell,    inc. 
The  Wyatt  and   Williams 
.    Division 

LOEB,  RHOADES  8.  CO 98 

Agency:   Doremus   &   Company 

MARATHON    OIL    COMPANY     71 

Agency:   Hill    and    Knowiton,    inc. 

D  MATSUSHITA    ELECTRIC 

CORPORATION    CF   AMERICA 

(Panasonic)     21 

Agency:  led    Bates   &   Company 

MERRILL    LYNCH,    PIERCE, 

FENNER    &    SMITH     INC 84 

Agency:  Ogiivy    &    Mather    inc. 


IGENERAL  AMERICAN 
TRANSPORTATION    CORPORATION 

Agency:   Edward    H.  Weiss  and 
Company 


ORBES,  APRIL  15,  1969 


65 


MEXLETTER        100 

Agency:   Kenyon   &   Eckhardt 

De  Mexico,  S.  A.  de  C.  V. 

a  MICHELIN    TIRE    CORPORATION     20 

Agency:  George   P.  Clarke 
Advertising,    inc. 

D  MINNESOTA,    STATE    OF — 
DEPARTMENT    OF    ECONOMIC 

DEVELOPMENT     62 

Agency;  The   Erie  Savage  Company 

MORGAN,   ROGERS   &   ROBERTS,   INC.  87 

Agency:  John   O   Powers  Company 

D'nORTHERN    NATURAL   GAS   COMPANY   72 

Agency:   Bozeii    &   Jacobs,    Inc. 

D  NORTHERN    PACIFIC    RAILWAY 

COMPANY        60-61 

Agency:   Batten,  Barton,  Durstine  & 
Osborn,   Inc. 


:]   PITNEY-BOWES,     INC 18-19 

Agency:  de  Garmo,   McCaffery  inc. 

T.    ROWE    PRICE    GROWTH 

STOCK    FUND,    INC 105 

Agency:  VanSant,  Dugdaie  and 
Company,    inc. 

n    RCA     CORPORATE      15 

Agency:  J.   Waiter   Thompson 
Company 

R.H.M.  ASSOCIATES    .  .93,  94,  95,  96,  97 

Agency:   Saturday    House,    inc. 

RAPID-AMERICAN    CORPORATION     ..     .68 

Agency:   S.  R.  Leon  Company,  Inc. 

SHARP     ELECTRONICS 

CORPORATION         66-67 

Agency:  Wisser  &   Sanchez   Inc. 

SIMPLICITY    PATTERN    CO.    INC 81 

Agency:   Darnel    and    Charles,    Inc. 
Advertising 

SOUTHERN    CALIFORNIA    EDISON 

COMPANY       100 

Agency:   Doremus   &   Company 

SPEAR    a.    STAFF,    INC. 
INVESTMENT    MANAGEMENT 

DIVISION       86 

Agency:  Kenyon    &    Eckhardt    Inc., 
Advertising 

STENOCORD   DICTATION   SYSTEMS    .  .    12 

Agency:  Charles  Eiey/Associates 

STRAN-STEEL 

A   SuosiOiary  Of   NATIONAL  STEEL    .  .    44 

Agency:   Rives,   Dyke  and  Company, 
Inc. 

TRW    INC 47 

Agency:  Fuller  &  Smith  &  Ross  Inc. 

r  TENNECO   INC 2nd  Cover 

Agency:   Reach,    McClinton   &  Co. 
incorporated 

TESSEL,  PATURICK  &  OSTRAU,  INC.   .    73 

Agency:   Siesar  &  Kanzer,  inc. 

CHARLES    H.   THOMAS    INC 103 

Agency:   Micheison  Advertising,  Inc. 

D  U.S.    INDUSTRIES,    INC 17 

Agency:  The  Lampert  Agency,  Inc. 

UNITED    MUTUAL    FUND 

SELECTOR     89,  90,  91 

Agency:   Siiton  Brothers,  incorporated 

UTAH   POWER   &  LIGHT  CO 82 

Agency:   Giliham    Advertising,    Inc. 

THE    VALUE    LINE    INVESTMENT 

SURVEY         99 

Agency:  The  Vanderbilt  Advertising 
Agency,   Inc. 

D  VARO,    INC 16 

Agency:  Tracy-Locke  Company,  Inc. 

WALSTON    &    CO.,    INC 74 

Agency:  Albert  l-rank-Guenther  Law,  Inc. 

THE  WARNER  &  SWASEY  COMPANY  .   3 

Agency:  The  Griswold-Eshleman 
Company 

WHITE,  WELD  &  CO 75 

Agency:  Gaynor  &   Ducas,   Inc. 

WINFIELD    GROWTH    FUND,    INC.    ...102 

Agency:   Silver  &   Morris,    Inc. 

WOLFE    &    CO 105 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

XEROX   CORPORATION    24-25 

Agency:   Needham,    Harper  &  Steers, 
inc. 

YOUNG    RADIATOR    COMPANY    21 

Agency:  Geyer-Oswald,  Inc. 


107 


THOUGHTS . . 


ON  THE 
BUSINESS  OF  LIFE 


The  United  States  is  the  only  coun- 
try where  it  takes  more  brains  to 
figure  your  tax  than  to  earn  the  money 
to  pay  it.  — Edwabd  J.  Gurnf.y 


Education,  however  indispensable 
in  a  cultivated  age,  produces  nothing 
on  the  side  of  genius.  When  education 
ends,  genius  often  begins. 

— Isaac  d'Israeli 


Too  much  attention  has  been  paid 
to  making  education  attractive  b\ 
smoothing  the  path  as  compared  with 
inducing  strenuous  voluntary  effort. 

— Abbott  Lo^^•ELL 


Do  not  keep  away  from  tlie  measure 
which  has  no  limit,  or  from  the  task 
which  has  no  end.   — Rabbi  Tarphon 


Indolence  is  the  dry  rot  of  even  a 
good  mind  and  a  good  character;  the 
practical  uselessness  of  both.  It  is  the 
waste  of  what  might  be  a  happy  and 
useful  life.  — ^Tryo.x  Ed\\'ards 


Much    bending    breaks    the    bow; 
much  unbending  the  mind. 

— Fran-CIS  Bacon 


Hitch  your  wagon  to  a  star.  Let  us 
not  fag  in  paltry  works  which  ser\  e 
our  pot  and  bag  alone. 

— Ralph  Waldo  Emerson 


Every  man  who  rises  abo\e  the 
common  level  has  received  two  educa- 
tions: the  first  from  his  teachers;  the 
second,  more  personal  and  important, 
from  himself.         — Edward  Gibbon 


Rest  is  valuable  only  so  far  as  it  is 
a  contrast.  Pursued  as  an  end,  it  bo- 
comes  a  most  pitiable  condition. 

— Da\id  Swing 


It's  a  great  country,  but  you  can't 
live  in  it  for  nothing. — Will  Rogers 


The  highest  genius  is  willingness 
and  ability  to  do  hard  work.  An>' 
other  conception  of  genius  makes  it 
a  doubtful,  if  not  a  dangerous  posses- 
sion. — Robert  S.  MacArthuh 


B.  C.  FORBES 

Genius  is  often  a  short  way  of 
spelling  hard  work.  Poverty,  ob- 
scurity, struggle  and  ambition 
formed  the  foundation  for  many 
careers  of  transcendent  achieve- 
ment. Few  marks  are  made  in 
the  tcorld's  history  by  eight- 
hour-day  men.  .  .  .  Sir  Joshua 
Reynolds  had  but  one  maxim 
for  success:  "Work,  work,  work." 
Is  not  rigid  and  continuous  train- 
ing necessary  for  the  making  of 
strong  athletes?  Hard  work  is 
not  fatal  to  real  success.  \"ouloir 
c'est  poux'oir. 


Have  success  and  there  will  always 
be  fools  to  say  that  you  have  talent. 

— Edouard  Pailleron 


Fame  due  to  the  achievements  of 
the  mind  never  perishes. — Propertius 


Big  shots  are  only  little  shots  who 
keep  shooting. 

— Christopher  Morley 


We  have  long  had  death  and  taxes 
as  the  two  standards  of  inevitabihty. 
But  there  are  those  who  believe  that 
death  is  the  preferable  of  the  two. 

— Erwin  N.  Griswold 


To  be  poor,  and  seem  to  be  poor, 
is  a  certain  wa\'  never  to  rise. 

— Oliver  Goldsmith 


I  have  found  that  A  is  much  easier 
to  make  a  success  in  life  than  to  make 
a  success  of  one's  life. — G.  W.  Follin 


The  wise  man  thinks  of  fame  just 
enough  to  avoid  being  despised. 

— Epicurus 


Everything  that  poverty  touches  be- 
comes frightful.     — Nicolas  Boile.\u 


Poverty  is  very  terrible,  and  some- 
times kills  the  very  soul  within  us; 
but  it  is  the  north  wind  that  lashes 
men  into  Vikings;  it  is  the  soft,  lus- 
cious south  wind  which  lulls  them  to 
lotus  dreams.  — Olhda 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  6%;  rest  of  New 
York  State.  2%  to  6%  as  required.) 


A  Text . . . 


Sent  in  by  Mrs.  S.  B. 
Stephens,  Washington,  D.C. 
Whal's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Lifo  ;-  presented  to  senders 
of  tcM     Ufed. 


But  the  people  that  do  know  their 

God  shall  be  strong,  and  do  exploits. 

—Daniel  11:32 
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Where  To  Hide  Money 


917  end  awvoMiiMoq 
ooo^zo6^rTqTdvcqer/.5T? 


. . .  but  you  can  use  zinc  to  protect  steel  bridges 
against  corrosion. 

Zinc  is  probably  the  most  practical  material 
which  can  be  used  to  reduce  the  nation's  annual 
$10  billion  loss  to  corrosion.  Zinc  galvanizes  a 
wide  range  of  steel  structures,  from  bridges  to 
residential  house  siding.  Zinc  anodes  protect 
pipelines  against  corroding,  while  zinc  dust  is 
widely  usea  for  antirust  coatings. 

One  of  the  nation's  larger  'oducers  of  zinc, 
Asarco  has  recently  develo,       i  new  zinc  gal- 


vanizing alloy  which  resists  cracking  or  peeling 
and  takes  a  better,  more  uniformly  painted 
surface.  We  have  also  put  into  operation  a  new 
zinc  dust  furnace  in  Whiting,  Indiana,  making 
a  total  of  three  plants  for  producing  zinc  dust. 
Asarco  provides  a  total  of  22  basic  materials 
for  industrial  progress.  Continued  research  and 
development  on  copper,  lead,  zinc,  silver,  cad- 
mium, platinum  and  other  Asarco  materials 
will  make  them  even  more  valuable  for  tomor- 
row's industrial  and  consumer  products. 


AMERICA       SME        ING  AND   REFINING   COMPANY 


lao  BROADWAY,  r 


YORK,  I       .  .  10006 


;fBii^ 


"They  had  no  word  for  crisis- only 


•4._,99 


danger  and  opportunity 


WHEN  China  was  a  great,  creative 
nation,  its  colorful  language  had  no 
word  for  crisis.  Instead  they  used  two 
words  —  danger  and  opportunity. 

Might  be  a  good  rule  for  this  country 
today. 

There  is  grave  danger  of  ruinous  infla- 
tion, yet  opportunity  to  stop  it  by  produc- 
ing more  value  for  everything  we  receive. 

There  is  danger  of  overwhelming  Fed- 
eral debt,  yet  opportunity  to  control  and 
reduce  it  by  asking  less  of  Government 
and  doing  more  things  for  ourselves. 


There  is  danger  abroad,  yet  opportunity 
to  strengthen  our  defenses  by  listening  to 
our  experts  and  respecting  them  for  the 
patriots  they  are. 

All  the  traits  and  human  resources  which 
made  this  nation  great  are  still  here,  but 
obscured  by  a  selfishness  which  has  made 
too  many  cry  for  something  for  nothing. 
And  that  has  brought  a  crisis  but  one  which 
can  still  be  met  by  recognizing  those  dan- 
gers and  grasping  the  opportunity  to  return 
to  work,  in  true  American  character. 


The  new  Warner  &  Swasey 
hog-Alt'^  cuts  trees,  gathers  and 
transports  them  for  further 
processing. 


YOU  CAN  PRODUCE  IT  BETTER,   FASTER,   FOR   LESS   WITH  WARNER   &  SWASEY    MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
^RBES,  MAY  1,  1969  3 


(He's  obsolete  now  that  salesmen  know  they  can  sell  by  Long  Distance) 


Salesmen  these  days  are  more  effective.  They  cut 
down  traveling  (and  traveling  expenses)  by  using 
Long  Distance.  For  re-orders.  To  cover  a  broader 
market.  To  service  small  accounts.  And  save  more 
time  for  the  family. 
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fell  someone  you  like  about  Larks  Gas-Trap  filter. 
He  may  not  starch  your  sport  shirts. 


Press  these  pcint.-:  Tiearly  90%  of  cigarette  smoke  is  gas.  Only  a  fraction  is  actu- 
ally"tar"and  nicotine.  Lark's  Gas-Trap  filter  not  only  reduces  the  usuaP'tar'and  nico- 
tine, It  reduces  certain  harsh  gases  as  well. 

That's  because  Lark'<;  r- I  Gas-Tra'p  filter  (U.S.  Pat.  No.3,251,365) 

uses  activated  and  fen  ;  i  Granules.  One  of  the  most  effective 

filter  materials  known  ; 

So  effective  that  La        _  „  ,„     ,illy  reduces  certain  harsh 


For  niore  Information  send  for 
the  free  brochure  "Lorlc's  Gas- 
Trap   Filter  and  What  It  Means 
to  You:'  Wntc  Lark,  RO.  Box  4A, 
Brooklyn,  New  York  11202. 


Gas-Trap-  filter 

GAS  f  itTfd 


gases  by  nearly  twice  as  i  aich 
ular  brand,  bar  none. 


as  anvo 


lly 
-fil 


:er  on  any  other  pop- 


Incidentally,  Lark's  gas  reduction  gives  Lark  a  better,  smooth 


er  taste.  Pass  that  on  an 


smoot 
."(ve  a  yen  to  do  you  a  favor. 


sing  Size 
'  or  new  lOO's. 


^^ 


Forbes 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:  Harold  Lavine,  James  Cook, 
Rutri  M,  Gruenberg 

Associate   Editors:    Robert   J.    Flaherty,   >Mayne 

Aeich 

Staff  Writers:  Henry  Neiger.  Geoffrey  Smith. 
Howard  Rudnitsky,  Art  Detman  Jr.,  David 
Pauly.   Thomas  Stevenson 

Statistical  Department:  Editor.  Donald  E.  Popp; 
Edward    Sakalian.    Jerome    0.    Fischer,    Hamld 

Abioia 

Reporters:  Edward  Riner,  Louis  Licht.  Walter 
Rogers,  Robert  Kearns,  Manfred  Riedel,  Alex 
B.   Block 

Editorial  Researchers:  Chief.  Clothieid  Spencer; 
Senior.  Betty  Franklin;  Marsha  Beckerman. 
Janet  Drachman.  Suzanne  Fogelson,  Judith  B. 
Koblentz.  Ronnie  Sue  Nemens.  Sharon  Schlem. 
Jeremy   Warner 

Art  Department:  William  E.  Galbreath,  Assis- 
tant Director;  Nicoiette  Caliendo,  Renee  A. 
Lee.  Suzanne  Rmas 

Los  Angeles  Bureau:  Stephen  Quickel.  Man- 
ager: Ellen  Melton.  Alvin  A.  Butkus,  Christine 
•narshaw 

Washington    Bureau:    Peter   Weaver,    Manager; 

James  hianigan,  Florence  Summers 

Special  Reports  Editor:  Kenneth  Schwartz 

Columnists:  Heinz  H.  Blel,  George  J.  Henry, 
Lucien   O.    Hooper,    Sidney    B.    Lune,   John    w. 

Schuiz 

Production  Manager:  John  J.  Romeo 
Assistant,  Stephen  F.  Grogm 
Advertising,  Sylvia  Schwartz 
Librarian:  Dolores  Angevme 


President:  Malcolm  S.  Forbes 

Publisher:  James  J.  Dunn 

Administrative  Vice  President: 
Leonard  H.  Yablon 

Secretary-Treasurer:  G.  Weiner 

Vice  President — Business:  Leslie  C.  Quick  Jr. 

Vice  President — Circulation:  Richard  E.  Kline 

Vice  President:  Wallace  F.  Forbes 

Controller:  Joel  B.  Redler 

Director,  Special  Activities: 

Lawrence  J.  McKearney 

Director  of  Advertising:  Richard  M.  King 

Director  of  Sales  Promotion: 

Wm.  Donald  Garson 

Director  of  Circulation  Promotion: 
George  Casey 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.  lOOU 

John  H.  W.  Rhem,  Mgr. 

Stephen  G.  Nicoll,  George  C.  Clissold 

Arnold  J.  Prives,  William  P.  Cooley 

William    R.    Evans  Jr. 

Chicago:  435  N.  Michigan  Ave. 

Ricnard  W.   Reynolds,   Mgr. 

Walter  S.   Buchleitner 

Cleveland:  562  Hanna  BIdg. 

Frank  A.  Duffy.  Mgr. 

Detroit:  1104  Penobscot  BIdg. 

William  Melville,  Mgr. 

Los  Angeles:  711   S.  Vermont  Ave.,   Zunich   & 

Foliansbee.  Inc. 

San  Francisco:  315  Montgomery  St.,  Zunich  & 

Foliansbee,  Inc. 

Dallas:  LTV  Tower,   Donald  R.  Brown 


Mgr.  Subscription  Service:  T.  M.  York 
60  Fifth  Ave.,  New  York,  N.  Y.  10011 


Paid  Circulation     575.000 


FOUNDED  1917  BY  B.  C.  FORBES  (1880-1954) 
FORBES,  MAY  1,  1969 


Side  Lines 


The  Numbers  Are  Coming 

As  A  magazine  covering  management  and  deci.sion-niaking,  we're 
always  dealing  with  financial  figures.  They're  a  kind  of  shorthand  to 
tell  us  some  important  things  about  management:  what  it  has  to 
work  with;  what  kind  of  results  it  is  producing;  where  the  company 
ranks  among  other  companies  in  its  industry  and  in  the  economy. 

Our  editors  have  long  wished  that 
they  had  a  handy,  fast  convenient  source 
of  current  financial  data  on  big  public- 
ly owned  corporations.  It's  not  that  the 
figures  aren't  available.  They  are.  For 
example.  Standard  &  Poor's  yellow  sheets 
are  excellent,  but  they  deal  with  one 
company  at  a  time.  You  can't  exactly 
carry  the  whole  set  around  with  you. 
Our  own  Annual  Report  on  American 
Industry,  our  traditional  Jan.  1  issue, 
is  a  standard  measure  of  the  quality  of 
management  performance — growth  rates, 
profitability  and  so  on.  There  are  times 
when  this  is  invaluable,  but  there  are 
others  when  you  need  the  actual  audited 
full-year  (fiscal  year,  calendar  year) 
figures — the  quantitative  figures. 

We've  toyed  with  the  idea  of  pro- 
ducing our  own  directory  for  internal 
use,  to  give  our  writers  and  editors  a 
ciuick  handy  guide  to  the  statistical 
who-why-wherc-what  of  big  American 
corporations  for  the  year  just  past.  Then 
the  idea  struck  us:  If  such  a  guide  would 
be  useful  to  our  editors — who  do  after 
all  have  access  to  Forbes'  excellent 
library — wouldn't  it  be  doubly  useful  to  our  readers,  most  of  whom 
read  Forbes  at  home  where  they  don't  have  access  to  volumes  of 
statistics?  The  more  we  thouglit  about  the  idea  the  better  it  sounded. 
Thus  was  our  Annual  Directory  Issue  born. 

You,  the  reader,  will  be  getting  the  first  Annual  Directory  in  the 
May  15  issue.  The  postman  may  have  trouble  getting  it  into  your 
mailbox;  it's  going  to  be  big  and  thick.  It  will  show  1968  audited 
figures  for  something  like  900  different  companies.  It  will  list: 

The  top  500  companies  in  sales. 

The  500  biggest  in  assets. 

The  500  biggest  in  profits. 

The  500  biggest  in  stock  market  value. 

Naturally,  not  all  of  the  same  names  will  appear  on  every  list.  A 
fifth  list  will  show  the  audited  1968  figures  for  all  the  companies. 

The  issue  won't  be  all  figures,  of  course.  There  will  be  articles 
explaining  and  highlighting  the  different  statistical  measurements. 
There  will  also  be  the  standard  Forbes  features:  company  stories, 
Faces  Behind  the  Figures,  The  Moneymen,  As  I  See  It. 

What  with  all  the  numbers  in  it,  we  don't  recommend  the  whole 
of  this  first  Forbes  Directory  issue  for  a  light  evening's  reading.  But 
keep  it  handy  throughout  the  next  year  on  your  desk  at  home.  We 
think  you'll  find  it  useful  as  the  year  passes  for  looking  up  companies 
featured  in  Forbes  as  well  as  for  dozens  of  other  business  purposes.  ■ 


Canadian  Pacific  88th  Annual  Report 


The  CP  Look.  A  new  corporate 
communications  program  for  Canadian 
Pacific  multi-modal  transportation 
services  was  announced  last  June. 
The  main  object  of  the  program  is  to 
match  a  new  look  with  the  Company's 
new  performance  and  widened  horizons. 
From  locomotives  to  letterheads,  from 
aircraft  to  advertising,  every  visual 
element  of  Canadian  Pacific  will  soon 
be  displaying  the  distinctive  new 
CPsign. 

CP  Rail.  One  of  the  aims  of  CP  Rail  is 
to  transform  the  challenge  presented 
by  the  National  Transportation  Act  into 
an  opportunity  for  growth  in  its 
operations,  through  the  creation  of  new 
techniques  and  concepts  in  the 
movement  of  goods  by  rail.  Progress 
was  made  in  1968  with  the  wider 
application  of  new  pricing  techniques 
for  the  development  and  growth  of 
CP  Rail's  markets.  Freight  revenue  was 
at  an  all-time  high.  This  was  achieved 
despite  labor  disputes  in  a  number  of 
important  traffic-generating  industries, 
a  decline  in  wheat  movements  and  the 
shift  of  less-than-carload  revenues  out 
of  railway  freight. 

CP  Ships.  The  decision  was  made  in 
1968  to  move  into  complete  container- 
ization  for  CP  Ships'  Atlantic  cargo 


operations.  A  $20  million  order  was 
placed  for  the  construction  of  three 
16,000-ton  cellular  containerships  to 
CP  Ships'  own  design  specifications 
and  a  major  investment  will  be  made 
in  new  port  facilities  at  Quebec  City. 
The  ships  will  commence  operations  in 
1970,  carrying  initially  700 
containers  each  on  a  year-round 
weekly  schedule  between  London, 
Rotterdam  and  Quebec. 

Smith  Transport,  CP  Express,  CP 
Transport.  The  trucking  operations  of 
Canadian  Pacific  —  among  the  largest 
in  North  America  —  made  significant 
gains  in  1968.  Smith  Transport,  Limited 
continued  to  grow  profitably.  CP  Express 
continued  its  activities  in  the  land 
transport  of  import-export  container 
traffic  during  the  year  and  will  become 
increasingly  involved  in  this  type  of 
operation  in  the  near  future.  CP 
Transport,  which  operates  throughout 
Western  Canada,  expanded  further 
into  bulk  and  heavy  haulage  traffic  and 
added  substantially  to  its  equipment 
for  these  services. 

CP  Telecommunications.  Advances  in 
telecommunication  technology  continue 
to  open  up  new  areas  for  service.  The 
use  of  computers  in  the  industry,  for 
example,  is  of  increasing  importance 


and  in  1968  CP  Telecommunicatl! ;' 
negotiated  the  lease  of  a  compu' 
message  switching.  This  comput 
be  installed  at  Montreal  in  late  1 
and  will  go  into  service  early  in  "1 
handling  a  country-wide  system 
Department  of  Transport  involvir^'c 
traffic  control  and  operations. 

CP  Air.  For  the  first  time  in  its  hi 
CP  Air  carried  more  than  a  miljic 
passengers,  reaching  1,036,000  i 
CP  Air  continued  its  program  of 
expansion  and  modernization  du 
the  year,  to  meet  present  and  ful 
equipment  requirements.  Net  inr 
$2.4  million  in  1968  was  $858.00 
that  of  1967.  The  decline  can  be 
attributed  to  a  continuation  of  th 
cost  spiral  which  adversely  affec 
profits  throughout  the  industry  U 
past  several  years. 

Canadian  Pacific  Investments  Li. 
The  year  was  a  particularly  activ 
for  the  operating  subsidiaries,  w 
demand  strong  for  lumber  and  o 
gas  and  opportunities  ample  for 
estate  development.  Consolidate 
income,  including  equity  interesi 
1968  income  retained  by  non-co 
dated  subsidiaries,  amounted  to 
million,  compared  with  $39.9  mil 
the  previous  year. 


Canadian  Pac 


L 
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ter  Fixed  Charges, 
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1968 


S  39.8 

S  2.54 

S  3.3 

S  21  5 

S  1.50 


1967 

S     348 

$       2.19 

S  3.4 
S  21,5 
S       1  50 


S     21.5      S    20.1 
ds  Declared 

from  S     21  5      S     20  1 

)rdinary  Share         S       1  50    S       140 
lends  per 

y  Share  S       3.00    S       2  90 
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)er  Available 

e 
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le  Ton  Mile 
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Pacific  Air  Lines, 


S   24  S   3.2 

S  1067  S  95.2 

472  3     383  5 

22. 3C    244C 

21  7C    23  8C 

1.651.9  1.492.1 
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Income 

Portfolio— 
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at  year  end 


S     41.9  S     39  9 

$     15.3  S     13.1 

$     22.5  $     20.0 

$  276.0  S  239.0 


$  189.2      S  176.5 
S  242.2      $  194.7 


:es 


59,661         63,906 
$  391.0      S  383.6 
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Trends 

&  Tangents 


WASHINGTON 


Money  Ahoy? 

The  U.S.  shipbuilding  inclu.stry, 
which  has  been  sinking  ever  since 
World  War  II,  sees  more  buoyant 
da\s  ahead.  One  reason:  President 
Richard  M.  Nixon's  Maritime  Ad- 
ministrator, Andrew  E.  Gibson,  has 
promised:  "This  Administration  will 
provide  funding  and  other  things 
to  build  ships."  Another:  The  re- 
cent oil  strikes  in  Alaska  ensure  the 
ship>ards  of  work  building  tankers, 
because,  under  the  law,  all  ships 
engaged  in  coastal  trade  must  be 
built  in  U.S.  vards. 


BUSINESS 


S»g  One 

When  Ecuador  demanded  that 
Texaco-Gulf  relinquish  the  bulk  of 
its  3.5-million-acre  oil  concession  a 
few  weeks  ago,  Texaco-Gulf  offer- 
ed surprisingly  little  resistance.  The 
reason  is  that  even  a  third  of  a 
loaf — which  is  what  Texaco-Gulf 
wound  up  with — is  better  than 
none,  at  least  when  the  loaf  shapes 
up  as  one  of  the  most  promising 
new  discoveries  in  the  oil  industry. 
Texaco  scored  its  .seventh  strike  in 
seven  tries  a  few  months  ago  and 
in  the  past  23  months  it  has  struck 
only  one  dry  well  out  of  13.  That's 
a  success  ratio  that  is  well-nigh  un- 
precedented in  oil  industry  history. 
According  to  some  industry  esti- 
mates, the  combine  has  turned  up 
at  least  1  billion  barrels  in  recover- 
able reserves. 

After  the  Diesel? 

With  the  economies  of  the  diesel 
locomotive  at  an  end,  the  next  step 
for  the  railroads  could  be  the  elec- 
trification of  the  U.S.'  main  line 
routes,  according  to  Electrical 
World.  The  engineering  has  already 
been  worked  out,  and  a  recent 
Gibbs  &  Hill  study  indicates  that 
Penn  Central  could  electrify  virtu- 
ally all  of  its  New  York  to  Cleve- 
land main  line  at  a  cost  of  only 
$45,000  per  track-mile.  Using  recti- 
fier locomotives,  the  railroads  could 
achieve  attractive  economies  and 
at  the  same  time  move  freight  at 
higher  speed.  It's  all  theoretical, 
of  course,  because  of  the  cost.  But 


to  ease  the  capital  burden,  El'-c- 
trical  World  suggests,  the  railroads 
and  the  utilities  that  would  suppK' 
them  power  could  share  the  in- 
vestment required. 

The  Pentagon's  South  Wing 

General  Sherman  marched 
through  Georgia  a  little  over  a  hun- 
dred \ears  ago,  but  he  never  oc- 
cupied it.  Today,  driving  through 
Georgia,  a  tourist  may  sense  he  is 
in  the  middle  of  occupied  territory. 
Georgia  has  13  major  mihtary  cen- 
ters— five  Army  bases,  four  Navy 
operations,  three  Air  Force  installa- 
tions and  a  Marine  Coips  Supply 
Center — and  several  small  offices 
and  installations,  such  as  Coast 
Guard  stations.  Add  these  to  the 
list  of  defense  contractor:,  in  the 
state  (such  as  Lockheed  Aircraft's 
complex  at  Marietta)  for  a  total 
Defense  Department  expense  of 
$964  million  in  Georgia.  (Almost 
another  $400  million  come:;  from 
quasimilitaiy  spending  by  Veterans 
Administration  and  other  federal 
agencies.)  Only  six  other  states 
(California  and  Texas  in  the  lead) 
get  more  DOD  funds  than  Georgia, 
but  the  impact  on  Georgia  is  prob- 
ably  greater. 

Manufacturers,  Beware 

Before  the  days  of  self-service 
supeiTnarkets,  grocers  had  a  lot 
more  influence  over  what  their 
customers  bought,  right?  Wrong, 
says  Ed  Walzer,  vice  president  of 
Progressive  Grocer.  "We  made  a 
study  to  determine  the  importance 
of  shelf  position  and  found  that 
sales  could  be  affected  as  much  as 
7.5%  by  having  an  item  at  eye  level 
instead  of  at  knee  level.  This  is  be- 
cause today's  housewife  usually 
doesn't  shop  from  a  list,  so  she 
tends  to  buy  whatever  she  sees 
most  easily.  Thus,  in  a  modern 
supermarket,  the  grocer  has  more 
control  over  the  manufacturer's 
chances  of  selling  a  product.  .  .  ." 

Safer  at  Home? 

It's  hardly  accidental  that  many 
a  Chicago-based  takeover  candi- 
date has  sought  protection,  though 
not  always  successfully,  with  an- 
other home-town  company — for 
example,  Brunswick  and  Union 
Tank,  Armour  and  Greyhound, 
Montgomery  Ward  and  Container 
Corp.  "I  suppose,"  says  one  Chi- 
cago executive,  "if  you're  going  to 
have  to  work  for  somebody  else, 
it  might  as  well  be  somebody  you 
know."  The  local  banks  also  want 
to  keep  home-town   companies  at 
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AWIETEKs  1968  Annual  Report  Shows  the 
Many  Facets  of  Its  Advanced  Technology 


Sophisticated  design  and  fabrication 
for  the  demanding  aerospace  and 
oceanographic  markets — 

Advanced  instrumentation  systems 
for  the  growing  chemical  processing 
industries — 

Materials  technology  that  has  substi- 
tuted plastics  for  metals  in  many  key 
industrial  uses — 


Problem-solving  systems  to  auto- 
mate the  packaging  industry — 

Many  markets  depend  on  AMETEK 
for  engineered  equipment  systems 
and  components.  This  investment  in 
technology  has  paid  increasing  divi- 
dends for  both  the  company  and  its 
stockholders.  We'd  like  to  fill  you  in 
on  the  AMETEK  story.  For  our  1968 
Annual  Report,  write  to: 

AMETEK 

Operations  Headquarters 

■Dept.  A-4,  Station  Square  Two 

Paoli,  Pennsylvania  19301 


CONVENIENT  SUBSCRIPTION  ORDER  FORM 
Make  sure  you  get  FORBES  the  same  day  others  do-sub- 
scribe TODAY.  Sa/>  $6.45  per  year  on  the  single-copy  price. 

h    <:  ■  s,  60  Fifth  Avenue,  New  York,  N.Y.  10011    F-3834 

•jc  send  me  Forbes  for  the  period  checked: 

D  7   Year  $8.50  □  3  Years  $17.00 

D  Enclosed  is  remittance  of  $ □  /  will  pay  when  billed 

□  ^?"*  D  Renewal  (Attach  Label) 

Name    . 

Adthrss 

Cii\ 


!  \SE   print) 


Single  copy  60c 


State Zip  Code 

Pan  A.-iieiicdn  and  Foreign  $4  a  year  additional 


home:  A  takeover  artist  from  an- 
other part  of  the  country  might 
switch  his  victim's  banking  busi- 
ness to  his  local  bank. 

Paper  fo  Oi/? 

No  sooner  had  the  proposed 
merger  between  St.  Regis  Paper  ' 
and  RCA  fallen  through  than  the 
No.  Two  U.S.  papermaker  began 
a  httle  spreading  out  on  its  own. 
Latest  examples  are  lease  deals 
with  Humble  Oil  and  Phillips 
•  Petroleum.  The  two  oil  compa- 
nies will  explore  some  11,000  St. 
Regis  acres,  on  which  the  paper 
company  owns  half  the  oil  and 
gas  rights,  in  the  Florida-Alabama 
border  where  there  have  already 
been  some  petroleum  finds.  In  the 
same  general  area  St.  Regis  has 
50%  oil-and-gas  rights  on  240,000 
more  acres,  and  20%  rights  on 
another  228,000  acres. 

75-year  low 

The  pharmaceutical  industry 
continues  to  have  troubles  bringing 
new  drugs  out  of  the  research  lab- 
oratories and  into  the  market.  In 
1968  drug  firms  marketed  only  11 
new  drugs  vs.  25  in  1967.  Of  the 
11,  according  to  drug  industry 
consultant    Paul    de    Haen,    three 


{Continued  on  page  76) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Meet  the  professional 
who  can  help  you  look,  act 
and  perform  like  one 


8C\RTERR\CK  SPORTS  g^LEISURE 


mnns  f*  leisure 


SI 


articipation  sports  and  leisure  time 
ctivities  have  become  an  integral 
nd  important  part  of  the  American 
'ay  of  life.  Sports  and  leisure  equip- 
lent,  where  it  is  purchased  and  its 

ality  have  also  taken  on  a  new 
leaning.  People  everywhere  are  de- 
landing  the  best  so  they  can  per- 
•rm  at  their  best  to  get  the  most  en- 
lyment  from  their  activity. 
With  this  in  mind,  we  created  "The 
rofessional  Sports  Store  for  Every- 
ne/'  It's  professional  in  the  mer- 
landise  offered  and  the  people  who 
(rve  the  customer ...  to  help  them 
ok,  act  and  perform  like  a  profes- 
onal. 

The  result  has  been  a  perfect  match 
Jtween  a  marketing-merchandising 
incept  and  a  rapidly  growing  con- 
jmer  market. 

This  unique  retail  concept  is  now 
Jlng  franchised  nationally.  For  fur- 

er  information  on  how  you  can 
|in  "The  Professional"  write:  Quar- 
Irback  Sports  &  Leisure,  Inc.,  8053 
loomington  Freeway,  Bloomington, 
linn.  55420. 


THE  QUARTERBACK  TEAM 

Quarterback  Sports  &  Leisure  is  but  one  part  of  the  rapidly 
growing  Quarterback  team  which  includes  these  companies: 


QUARTERBACK  SPORTS 
FEDERATION.  INC. 


BART-JAY. 
INC. 


FRANCHISE 

EQUIPMENT 

SERVICES. 

INC. 


I 


QB  SPORTS 

&  LEISURE, 

INC. 


DART  INVESTMENT 
CORPORATION 


r 


I 


SCS,  INC. 


QB  CLUB 
RESTAURANTS 


DART 

FINANCIAL 

CORP. 


DART 

CONSTRUCTION 

CORP. 


GUARDIANCARE 

NURSING 

CENTERS, 

INC. 


KAROUSEL 

KITCHENS. 

INC. 


REAL 
ESTATE 
ASSOC. 


• 


Quarterback  and  its  affiliates  are  engaged  in  the  business 
of  directly  selling  or  servicing  the  rapidly  growing  leisure 
time  market.  This  singular  business  definition  allows  top 
professional  management  talent  to  direct  every  area  of 
activity.  The  result  is  a  highly  efficient  team  engaged  in 
fast  food  and  full  menu  restaurants,  advertising,  air  purifi- 
cation, restaurant  equipment  sale  and  leasing,  sporting 
goods,  townhouse  construction,  industrial  park  develop- 
ment, land  investment,  nursing  homes,  and  mortgage 
banking  and  finance. 


QUARTERBACK  SPORTS  FEDERATION,  INC. 

8053  Bloomington  Freeway     •     Bloomington,  Minnesota  55420 
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READERS  SAY 


Not  Just  Foundations 

Sir:  Referring  to  your  Fact  &  C( 
ment  article  "Way  Past  Due"  ( Mar.  h 
How  about  taxing  unions  when  tl 
funds  are  used  for  other  than  un 
business?  How  about  cooperatives  v 
go  into  competition  with  regular  bi 
ness  and  pay  no  taxes?  How  about  ( 
leges  and  churches  who  invest  in  monj 
making  enterprises?  Why  onh'  founi 
tions?  And  I  don't  even  have  one. 
— Lawrence  Bccki 
Jamaica,  ^ 

No  Government  Security 


SiH:  In  regard  to  your  article  on  B 
ish  Petroleum  in  the  Apr.  1  issue 
believe  you  have  made  a  slight  mia 
culation.  You  say  that  only  27.9%  of 
357  million  shares  are  held  by  the  p 
lie,  so  it  doesn't  take  much  to  move 
Twenty-seven  point  nine  per  cent  of  . 
million  is  only  99.6  million.  Only?  TH 
are  only  a  few  companies  having  lai 
capitalizations.  And  for  the  Briti.sh  g 
ernment  to  hold  48.9%  is  not  necessal 
a  comforting  thought.  If  Britain's  n 
carious  monetai-y  situation  persists,] 
might  just  sell  some  shares  creatin 
negative  effect  on  the  price  of  the  st 
— Paul  E.  Ellenbc 
Port  Chester, 

Mr.  Chairman,  I  Nominate  .  .  . 


Sir:   In  your  comment  on  the  .\ii 
can    Airlines    strike    {Fact   6-    Comm, 
Apr.  J),  you  said  "American  seemed 
be  the  only  one  who  made  a  real  ef 
during  the   great  three-day   Snow-In 
JFK."   Having   been   at   TWA.    I   \\c 
say  that  they  did   equally  as   well, 
husband    and   I    had   been   Trans   ('i 
ticketholders:    Because  we  were  trca 
in  such  an  abominable  fashion,  we 
as  early  as  possible  and  went  to  T\ 
I  agree  that  the  wrong  airline  was  stii 
I  know  a  more  deserving  candidate. 
— Louise  K.\pi 
Mount  Vernon,  ? 


I've  had  dozens  of  letters  giving  h 
to  TWA    too— MSF. 

Promotion  for  Private  Till 

Sir:  Hooray  for  Prixate  Till  (Fac 
Comment,  Mar.  15)\  We  agree  that 
is  a  classic  case  of  the  misuse  of  .\n- 
can  talent  which  starts  in  kindergai 
If  >ou  don't  sit  on  >-our  stool,  nod  ; 
head  at  the  right  time  and  keep  ; 
moutii  shut,  there  yon  are  with  a 
home  to  Mommy.  With  such  stiflin} 
enthusiasm  we  are  surprised  tliat  tl 
are  enough  independent-thinking  i 
viduals  to  create  a  Special  Forces, 
roll  us  as  charter  members  of  the  Sot 
for  tlie  Promotion  of  Till. 

— Mr.  &  Mrs.  Calvin  Bni 
Simi,  C 

(Continued  on  page  77)    1 
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We  want 
your  life. 


We've  been  told  that  all  an  insurance 
company  can  expect  from  advertising  is  an 


"image." 


That  may  be  all  right  for  other 
insurance  companies. 
But  not  for  us. 

We're  not  like  other  insurance 
companies.  For  two  reasons: 

1 .  We're  specialists  in  ///(?. We've  been 
specialists  in  life  for  119  years.  When  you 
stop  to  think  about  it,  your  life  is  very  special 
and  deserves  a  specialist  to  take  care  of  it. 
2.  We're  a  mutual  company.  When  you  buy  one  of  our  policies, 
ou  become  a  part  owner  and  start  earning  dividends.  That's  why  we're 
.nownas  a  "low  net  cost"  company. 

Perhaps  there's  one  other  thing  that  distinguishes  us.  We 
Relieve  in  plain  talk.  In  directness  and  simplicity.  We  want  your  life,  and 
^e'll  work  hard  to  get  it.  By  providing  you  with  intelligent  service, 
^ot  by  trying  to  entertain  you  or  amuse  you  or  impress  you  with  what 
fine  old  company  we  are.  (Although,  we  can't  help  adding,  we  are.) 
If  you  d  like  that  kind  of  businesslike  review  of  your  life  by  a 
jrst-class  specialist  in  life  and  in  financial  planning,  call  me  for  the 
^ame  of  your  nearest  agent.  I'm  the  president.  My  name  is  John  T.  Fey. 
Ay  number  is  802-223-3431. 

National  Life 

ofWrmont 

National  Life  Insurance  Company,  Montpelier,  Vermont. 


What  do  you  do  after 
you  get  that  second  car? 

Get  your  first  plane. 


Don't  laugh.  There  are  more  than  475,000 
Americans  with  pilots  licenses.  Not  dare- 
devils. Or  millionaires.  Or  frustrated  astro- 
nauts. Just  people  v^ho  like  to  fly. 

Families  with  2-3-4  kids.  Retired  couples. 
Young  marrieds.  And  they  own  more  than 
115,000  planes. 

They  use  'em  for  family  vacations.  For 
business.  For  unwinding.  For  weekend  visits 
with  Aunt  Martha. 

Some  people  still  think  flying's  expensive. 
But  you  can  run  a  light  plane  like  the  one 


shown  for  8.3  cents  per  mile;  most  cars  cost 
about  10  cents.  You  can  sell  a  plane  after 
4  years  and  get  at  least  half  what  you  paid 
for  it;  with  most  cars  you'd  be  lucky  to  get 
one-third. 

How  do  ive  know  so  much  about  it?  Of 
the  more  than  115,000  registered  general 
aviation  planes,  Avco's  Lycoming  engines 
power  about  half.  For  40  years  these  power- 
ful, economical,  reliable  engines  have 
helped  private  plane  owners  fly  safely  in  all 
seasons  and  all  climates  for  all  kinds  of  trips 
from  100  miles  to  10,000.  You'll  find  our  en- 


gines in  Piper,  Beech,  Aero  Comman 
Cessna  and  66  other  makes  of  private  pli 
around  the  world. 

But  flying  isn't  all  we  know:  we're  dee 
concerned    with    new    ways    of    general 
electric   power,    new   communications 
tems  for  space  vehicles,   new  methods 
working  exotic  metals,  such  as  boron 

Avco  is  50,000  people  changing  the  * 
you  live. 


v^^WJ 


Your  first  flying  lesson  $5,00.  This  offer  is  now  being  made  by  a  number  of  dealers  around  the  country.  Check  your  local  airport,  Avco  is  where  the  action 
is;  in  abrasives,  in  aerospace,  broadcasting,  electronics,  farm  equipment,  finance,  insurance,  ordnance  and  research.  In  these  and  other  areas  we  are 
offering   career   opportunities   for   qualified   scientists     Avco    Corporation,   750    Third    Avenue.    New   York.    NY.    10017.    An    equal    opportunity    employer. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TSAI 

Pronounced  Sigh. 


ADVICE  WORTH  INSTANT  MULTIMILLIONS 


J.  Walter  Thompson,  the  world's  biggest,  most  con- 
sistently successful,  conservative — if  not  actually  stuffiest — 
advertising  agency,  is  going  to  go  public. 

For  nothing,  I'm  going  to  give  them  some  advice  that 
will  make  their  shares  sell  for  at  least  double  and  quite 
probably  triple  whatever  may  be  their  worth  on  any 
rational  basis. 

Buy  a  couple  of  rambling  ramshackle  old  summer  homes 
for  a  few  thousand  bucks.  Where  they  are  and  their  condi- 
tion is  of  no  moment.  Next,  hire  a  couple  of  retired  old 
crones  who  in  their  bloom  of  youth  at  the  turn  of  the 
century  were  registered  nurses. 

Then  go  public  as  J.  Walter  Thompson — Advertising 
&  Nursing  Homes  Inc.  By  adding  three  words  to  the  cor- 
pprate  name,  you  triple  the  when  issued  price  and  insure 
that  it  will  double  again  in  a  few  days. 

And  what  do  I  want  as  my  cut  foi  having  thus  made 


you  JWTers  instantly,  infinitely  richer?  A  kind  word   to 
your  Media  Department. 

o  o  o  » 

If  you  think  the  suggestion  is  facetious,  just  look  at  how 
the  stock  price  of  Kentucky  Fried  Chicken  jumped  v/hen 
this  poultry  neck-wringer  was  "considering  the  possibility" 
of  entering  the  nursing  home  field. 

Think  of  the  convenience.  You  could  leave  your  used 
paper  plates  and  chicken  bones  in  the  container  on  the 
left,  and  Grandma  in  the  one  on  the  right. 

By  this  stroke  of  Kentucky  fried  mercliaiidising  genius, 
they  get  paid  to  take  our  old  chickens  while  they  sell  us 
theirs. 

It  shouldn't  be  long  before  the  market  valuation  of  the 
finger-lickin'  good  Colonel  (or  does  he  spell  it  "Kernel"?) 
exceeds  that  of  Martin  .Marietta  or  Youngstown  Sheet. 

It's  close  to  it  now. 


WHO'S   ON  BASE? 


A  better  question:  Why  is  the  United  States  on  so  many 
overseas  bases? 

Over  a  million  American  servicemen  are  serving  in 
foreign  lands.  The  original  purpose  for  their  presence  has 
in  most  cases  disappeared  and  many  of  the  bases  are 
militarily  obsolete.  They  are  sizable  diplomatic  babilities, 
as  well  as  enormously  costly. 
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The  money  spent  to  maintain  these  American  oases, 
known  in  the  lands  they  affront  as  Golden  Ghettos,  could 
and  should  be  used  to  tackle  some  of  the  real  ghettos  at 
home. 

An  end  to  our  aimed  presence  overseas  in  most  places 
would  advance  our  nation's  interests  in  every  respect. 

Beginning  with  ^'ietnam. 
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TV  NEWS  SHOULD  WATCH  IT 


Occasionally — and  occasionally  is  too  often — TV  news- 
casters make  their  own  news.  I'm  not  referring  to  the 
outright  fake  event  such  as  CBS'  Chicago  aflBliate  WBBM- 
TV   is  accused  of  in  its  marijuana  party  sequence. 

I    am    referring    to    the    patently    staged,    ham-acted 


episodes  by  bandfuls  of  unmatriculating  "students"  of 
assorted  campi;  to  black  power  advocates  doing  their 
thing  before  TV  cameras  in  courtroom  corridors;  of  chan- 
ters and  dissenters  who  turn  up  whenever  they  see  TV 
cameras  at  public  hearings,  or  events  attended  by  public 
figures. 

If  the  TV  cameras  weren't  there,  some  of  these  Bad 
Actors  wouldn't  be  either. 

Viewers  are  quite  aware  that  TV  cannot  always  happen 
to  be  where  the  news  action  is. 

But  inadvertently  creating  their  own  is  dangerous. 
Coverage  of  a  spectacular  fire  helps  make  an  exciting 
television  program.  But  it  would  occur  to  absolutely  no 
one  connected  with  the  business  to  light  a  fire  for  the 
purpose. 

The  same  thinking  should  be  applied  to  a  wider  spec- 
trum of  TV's  concept  of  what  constitutes  news. 


JOAN  TURNS  ON  THE  TUNED-IN 


Not  long  ago  that  famed,  flaming  liberal  folksinger, 
Joan  Baez,  turned  on  a  whole  clutch  of  her  idolaters. 
In  a  press  conference  she  said  of  campus  demonstrations, 
"downright  silly.  You  don't  accomplish  anything  by 
breaking  in  and  smoking  presidents'  cigars."  She  described 


the  youth-led  demonstrations  at  the  Chicago  Convention 
as  "really  filthy."  And  she  zapped  the  tattered  and  torn 
white  hberals,  declaring  "it  is  patronizing  for  white  liberals 
to  swing  along  with  the  Black  Panther  Party." 

You  might  say  she  gave  the  baezeness  to  the  beats. 


PAT  ON  ME  OWN  BACK 


From  "Fact  &  Comment"  Forbes,  Aug.  1,  1963: 
"If  instead  of  spending  20  million  scarce  dollars  for 
three  jet-propelled  harems.  President  Achmen 
Sukarno  devoted  money  to  the  development  of  facil- 
ities for  tourism  in  his  incredibly  varied  and  beautiful 
Indonesia,  his  people  and  country  could  prosper 
mightily  and  with  self-respect.  After  all,  despite 
Sukarno's  hostility  and  the  viciousness  of  the  recent 


volcanic  eruption,  Bali  still  inspires  the  poets,  and 
hundreds  of  thousands  around  the  world  would  love 
to  be  able  to  take  a  look-see  for  themselves." 
From  Life  magazine,  Feb.  1,  1969: 

".  .  .  now  a  luxury  hotel  stands  waiting  on  its  beaches, 
and  this  summer  a  big  new  jet  landing  strip  will  be 
completed,  making  Bali  the  most  entrancing  way- 
stop  on  a  traveler's  map." 


THE  RETURN  OF  RETURN 


Emphasis  on  capital  gain  has  been  The  Thing  for  in- 
vestors for  so  long  that  it  may  now  have  been  too  long. 
The  investor  appeal  of  yield  has  sunk  so  low  that  yield 


itself  has  risen  most  high. 

You  know  what?  We're  about  to  see  the  return  of  Return 
as  a  factor  for  investors — wise  investors,  anyway. 


PUN 


The  other  day  a  replaced  corporate  executive  was  de- 
scribing the  man  brought  in  to  replace  him:  "There  are  so 
many  gaps  in  his  qualifications,  he  can  truly  be  called  The 


Hole  Man." 

It's  not  often  one  hears  sour  grapes  expressed  with  such 
wit. 


—Malcolm  S.  Forbes. 

Editor-in-Chief 


A  quick  glance 
at  the  human 
bottom. 

It's  part  of  our  job. 

You've  got  to  be  interested 
in  the  hunnan  bottonn  if  you're  going 
to  design  chairs.  That's  what  chairs 
are  for.  or  as  Montaigne  puts  it, 
"Sits  he  on  never  so  high  a  throne, 
a  man  still  sits  on  his  bottom." 
An  unwillingness  to  face 
this  humble  truth  is  one  reason  why 
there  are  so  many  miserably 
uncomfortable  chairs.  All  of  us  have 
plunked  into  a  chair  whose  designer 
was  surely  more  interested  in 
modern  sculpture  than  human 
anatomy.  At  GF,  we  start  chair 
design  at  the  bottom. 

Our  40/4  chair — designed 
by  David  Rowland — 
is  intended  for  sitting 
while  waiting  or 
listening — two  of  the 
toughest  things  to  sit 
for.  It  IS  made  of  steel, 
seat  and  all.  And  it 
is  very  comfortable. 
But  the  seat  is  not 
flat.  It  subtly  curves 
with  just  the  proper 
nuances  to  brace  your  back  at  a 
pleasing  angle,  to  keep  your 
circulation  flowing  and  to  provide 
even  distribution  of  body  weight. 
This  GF  chair,  the  40/4 — so  durable, 
yet  so  comfortable — is  part  of  the 
Museum  of  Modern  Art's 
fine  collection  of  modern  design. 

GF:  First  in  Form  and  Function 

For  information  on  how  GF  seats 
the  human  being,  write  The 
General  Fireproofing  Company, 
Youngstown,  Ohio  44501,  or  con- 
tact your  local  GF  branch  office 
or  dealer  listed  in  the  Yellow  Pages. 

The  General  Fireproofing  Company 


GF  Business  Equipment 
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Belted  tires: 

The  difference 
is  measured  in 
miles. 


There's  a  revolution  in  tire 
development  going  on  at 
B.F.Goodrich. 

It  has  to  do  with  belted  tires,  the 
kind  we'll  be  riding  on  in  the  70's. 

We're  making  two  kinds.  The 
bias-belted.  And  the  radial- 
belted.  Both  have  belts  that  circle 
the  tire  underneath  the  tread. 

And  both  are  measurably  better 
than  the  unbelted  tires  most  of  us 
ride  on  today. 

The  bias-belted  tire  that  will  come 
on  next  year's  cars  has  a  polyester 
cord  body,  reinforced  with  a 
fiberglass  belt. 

Compared  to  an  unbelted  tire, 
our  bias-belted  will  give  you 
substantially  better  mileage. 

But  best  of  all  is  the  B.F.Goodrich 
Silvertown  radial -belted  tire,  the 
biggest  innovation  in  tires  since  we 
invented  the  tubeless  tire. 

Our  radial-belted  will  give  you 
the  best  mileage.  "The  reasons  are 
quite  technical.  But  because  a 
radial-belted  tire  is  made 
differently,  it  runs  cooler.  Unique 
knee-action  sidewalls  permit  the 
radial  tire  to  flex  independently  of 
the  movement  of  the  tread.  The 
tread  does  not  squirm  or  scuff,  so 
the  tire  wears  longer. 

Now  selecting  the  right  tire  for 
your  needs  is  easier  than  ever. 
B.F.Goodrich  has  given  you  a 
choice.  All  you  have  to  remember  is 
good,  better,  best. 

The  unbelted  tire  is  good. 

The  bias-belted  tire  is  better. 

The  Silvertown  radial-belted  tire 
is  best. 


BE  Goodrich 


We  make  the 
difference  in  tires.      ^ 

J. 


Forbes 


Success  Story 


The  follo\\inc  chbonology  is  pre- 
sented without  comment. 

June  1964.  Selig  A.  Zises  (right), 
a  native  New  Yorker,  graduates  with 
a  major  in  history  from  New  York  Uni- 
\ersity.  He  is  21. 

September  1964.  Zises  attends 
NYU's  Graduate  School  of  Business 
Administration  aiming  at  a  Master's 
degree. 

August  1965.  He  decides  not  to  go 
back  to  school.  Instead,  he  will  follow 
ill  his  father's  footsteps.  The  Zi.ses 
family  made  a  small  fortune  when 
Banker's  Leasing  was  sold  to  the 
Southern  Pacific  Railroad  for  almost 
S12  million  in  1964.  But  young  Zises 
needs  experience.  He  gets  a  job  work- 
ing for  Saul  Steinberg  (having  made 
a  good  impression  on  Steinberg's  par- 
ents at  a  cocktail  party)  at  what  is 
now  Leasee,  as  head  of  its  Educational 
Facility  Leasing  Corp.  subsidiary; 
Leasco  was  just  hitting  its  pace  as  a 
hot  growth  compan>. 

July  1966.  With  almost  a  year's 
experience  behind  him,  Selig  Zi.ses  is 
appointed  president  of  Granite  Com- 
puter Leasing,  a  subsidiary  of  Harve\- 
Granat's  Granite  Equipment  Leasing. 
Ten  months  later  he  moves  on. 

July  1967.  Zises  is  24  and  has 
nearly  two  years'  experience.  He  goes 
over  to  American  Export  Industries' 
National  Equipment  Rental,  to  de- 
velop a  computer-leasing  operation  for 
them.  This  time  Zises  stays  on  the 
job  15  months. 

October  1968.  Zises  leaves  National. 

December  1968.  At  26,  Selig  Zises 
finally  goes  into  business  for  himself, 
incorporating  Integrated  Resources, 
Inc.  Headquarters:  desk  space  in  the 
law  offices  of  Weiss,  Bronston  & 
Rosenthal.  Assets:  8270,000  cash, 
contributed  by  Zises,  his  father  and  a 
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small  group  of  associates.  Business 
activities:  Nil. 

February  1969.  Integrated  Re- 
sources goes  public.  The  underwriting 
is  handled  by  Philadelphia's  Suplee, 
Mosley,  Close  &  Kemer.  The  under- 
writer offers  the  public  200,000 
shares  at  $15  a  share.  The  original 
group,  which  put  in  $270,000,  will 
continue  to  own  670,000  shares,  77% 
of  the  company.  The  public  stock- 
holders who  put  in  $3  million  will 
own  23%.  The  underwriter,  in  addi- 
tion to  his  underwriting  fees,  gets 
20,000  shares  of  restricted  stock  at 
10  cents  a  share. 

The  prospectus  says  that  Inte- 
grated Resources  has  plans  but  no 
business.  Its  plans:  "to  purchase  in- 
dustrial equipment  and  real  estate 
and  lease  such  property  to  others,  to 
provide  investment  advice  and  man- 
agement services  and  to  acquire 
operating  companies  for  cash  or  its 
securities. "  The  company  signs  on  the 
younger  Zises  to  a  three-year  con- 
tract at  $30,000  a  year;  a  similar  con- 
tract at  $22,500  a  year  goes  to  Arthur 
H.  Goldberg,  an  attorney  who  is  an- 
other original  stockholder. 

April  1969.  Integrated  Resources 
trades  over-the-counter  at  45,  up 
200%  from  its  offering  price.  Market 
value  of  Selig  Zises'  stock  (for  which 
he  paid  $20,000  in  December):  $9 
million.  Father  Zises'  is  worth  $8.2 
million;  Arthur  Goldberg's,  $2.2  mil- 
lion. For  Selig  Zises,  this  means  a 
paper  capital  gain  of  $8,980,000 — 
45,000% — in  about  four  months. 

As  of  mid-April,  the  corporate  pic- 
ture was  this:  Integrated  Resources' 
total  market  value  was  $31  million. 
Assets:  $3  million,  all  cash.  Business 
activities:  Pending. 

End  of  story.  ■ 
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The  Twelve-Year  Itch 

When  El  Paso  Natural  Gas  bought  Pacific  Northwest  Pipeline  in 
1957,  it  also  bought  one  of  the  costliest  court  fights  on  record. 


If  some  of  today's  niulticompaiiies  want 
to  know  tlie  trouble  tliey  may  be  in 
for  in  the  future,  they  miglit  run  down 
to  Houston  and  see  Cliainnan  Howard 
Boyd  of  El  Paso  Natural  Gas  Co. 

As  Jim  Ling  of  Ling-Temco-Vought 
did  recently  about  Jones  &  Laughlin, 
Boyd  also  visited  Washington  some 
13  years  ago  to  see  a  Republican 
Attorney  General,  in  his  case  about 
acquiring  Pacific  Northwest  Pipeline. 
In  July  1957,  .six  months  after  El 
Paso  had  acquired  99%  of  Pacific 
Northwest's  stock,  the  Justice  Depart- 
ment brought  suit.  This  January — 11 
years,  seven  months  and  four  days 
later — Justice  apparently  settled  the 
case  at  last.  "I  won't  say  that  I  wish 
we'd  never  heard  of  Pacific  North- 
west," says  Howard  Boyd,  "buc  I  will 
say  things  would  be  a   lot  different 


around  here  now  if  we  hadn't  been 
involved  in  the  courts  for  .so  long." 

El  Paso  had  no  conglomerate  am- 
bitions; founder  Paul  Kayser,  then 
chairman,  simply  wanted  to  merge 
Pacific's  pipeline  from  New  Mexico  to 
Washington  and  Oregon  with  his 
own,  which  ran  from  Texas  to  Cah- 
fomia.  At  the  time  El  Paso  was  then 
the  sole  out-of-state  supplier  to  the 
booming  California  market.  Justice's 
antitiusters  complained  this  would 
give  El  Paso  a  monopoly  on  the  West 
Coast;  but  the  Federal  Power  Com- 
mission approved  the  merger. 

The  El  Paso  case  went  to  the 
Supreme  Court  three  times.  First, 
the  State  of  California  appealed  the 
FPC  approval  of  the  merger,  and  won. 
Then  Justice  appealed  a  later  district 
court  finding  that  the  merger  was  not 


Boyd  of  El  Paso 

anticompetitive;  Justice  won,  and  the 
high  court  ordered  divestiture  of 
Pacific  Northwest.  The  last  trip  came 
on  appeals  by  third  parties  to  inter- 
vene in  the  dives  iture.  Finally  the 
decree  was  signed,  with  Colorado  In- 


Uncas  Whitaker's  Better  Mousetrap 

In  this  sophisticated  age,  we're  almost  afraid  to  tell  the  secret  of 
AMP'S  success.  Believe  it  or  not,  they  built  a  better  mousetrap. 


They  are  smaller  than  the  size  of  a 
hand,  they  frequently  cost  no  more 
than  10  to  20  cents  apiece  and  require 
great  sophistication  to  make  accu- 
rately in  quantity.  Transistors?  No, 
a  much  simpler  product  line:  the  mul- 
tiple connectors,  solderless  terminals, 
splices  and  other  wiring  devices  used 
in  thousands  of  electrical  products 
ranging  from  radar  to  washing  ma- 
chines to  computers. 

The  GM  of  this  tidy  business  is 
Harrisburg,  Pa.-based  AMP  Inc.  AMP 
has  a  dominant  share  of  the  auto- 
matically applied  wire  terminal  market 
and  is  a  major  factor  in  electrical  con- 
nectors, in  spite  of  competition  from 
outfits  like  Thomas  &  Betts,  Buindy  and 
Bunker-Ramo's  Amphenol  division. 

This  year  AMP  will  probably  have 
sales  of  under  $190  million  and  pro- 
fits of  close  to  $19  million — a  solid 
10%  after  taxes.  Yet  over  20  years 
ago  amp's  sales  volume  was  a 
piddling  $3  million  and  profits  prob- 
ably were  in  the  $100,000  range.  The 
returns  on  equity  capital  invested  in 
the  connectors  business  have  consis- 
tently been  around  20%  for  AMP,  and 
this  year  will  be  no  exception.  1969  is 
off  to  a  banner  start  with  an  over  20% 
sales  increase  and  a  40';  earnings  gain. 

AMP  is  growing  considerably  faster 
abroad  than  it  is  at  home.  Yet,  accord- 
ing to  AMP  Chief  Executive  S;u.,i,( ! 


S.  Auchincloss,  "We  didn't  have  a 
single  plant  abroad  before  the  mid- 
1950s.  Now  39%  of  profits  came  from 
overseas  last  year.  I'd  say  AMP  has 
done  one  heck  of  a  job." 

An   Idea   That  Bore   fruit 

AMP,  originally  named  Aircraft- 
Marine  Products,  was  the  creation  of 
Uncas  A.  Whitaker,  now  69  and 
chairman.  Back  in  1941,  with  the  fi- 
nancial backing  of  the  Hixon  family, 
{see  box)  Whitaker  set  up  shop. 

Whitaker  saw  the  need  for  a  com- 
pany skilled  in  making  reliable  solder- 
less  wire  terminals  and  connectors. 
There  were  a  number  of  small  com- 
panies in  the  industry  and  none  of 
them  very  sophisticated. 

Whitaker  had  a  simple  plan.  He 
decided  to  build  a  better  mousetrap. 
He  worked  out  a  way  to  develop 
and  acquire  engineering  talent.  He 
recruited  the  top  engineers  out  of 
important  positions  in  other  compa- 
nies. He  poured  as  much  as  15%  of 
sales  into  research  and  development. 
"To  stay  alive  in  this  competitive 
business,"  says  Whitaker,  "you  have 
to  know  more  about  your  products 
than  anyone  else." 

He  also  began  building  what  is  now 
a  highly  technically  skilled  over  500- 
man  sales  engineering  staff  to  market 
tl"     ilionsands    of    products    the    re- 


search effort  produced.  This  he  backed 
up  by  heavy  advertising,  sales  cata- 
logues, trade  literature  and  other  sales- 
promotion  efforts.  In  order  to  get  the 
money  necessary  to  pay  for  all  this 
Whitaker  plowed  virtually  all  of  the 
profits  back  into  the  company.  For 
ten  years  AMP  paid  no  dividends. 

Finally,  he  shrewdly  built  up 
strong  patent  protection.  Today  AMP 
holds  around  1,300  patents,  issued  and 
pending,  in  the  U.S.  and  7,500  abroad. 

AMP  has  had  its  setbacks.  In  1967 
it  posted  its  first  decline  in  earnings 
in  ten  years.  The  decline,  according 
to  President  Auchincloss,  who,  like 
Whitaker,  had  worked  for  American 
Machine  &  Foundry,  "was  due  to  a 
combination  of  events.  Most  important 

Auchincloss  of  AMP 
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terstate  Corp.  chosen  to  bu\  Pacific 
Northwest.  To  keep  El  Paso  from  be- 
coming a  Colorado  stockholder,  the 
sale  was  to  be  for  SlOO  million  in  6? 
nonvoting  preferred  in  a  subsidiary 
of  Colorado.  The  preferred  is  con- 
vertible— but  not  by  El  Paso — after 
five  \ears  into  Colorado  common. 

r  inancialK',  El  Paso  did  not  do 
badl> — it  broke  even.  Pacific  North- 
west cost  SloO  million  in  stock  in 
1957.  If  the  sale  goes  through  this 
year  as  planned.  El  Paso  will  get  the 
SlOO  million  in  preferred.  It  will  also 
pet  to  keep  Pacific's  nonregulated 
businesses  ( book  value  of  ST  million ) . 
And  the  buyer  will  have  to  shoulder 
S160  million  in  Pacific  debt.  El  Paso 
meantime  benefited  from  Pacific  s 
S43-million  tax  loss  carry-forward. 

But  the  benefits  from  Pacific 
Northwest  had  a  price.  How  much? 
^I  don't  know,  there  are  no  figures, ' 
sa>s  Boyd,  sitting  in  front  of  row 
upon  row  of  law  books  in  his  glass- 
walled  Houston  office.  "Obviously  the 
time,  legal  fees  and  effort  consumed 


runs  to  millions  of  dollars.  It  has 
certainh'  occupied  more  of  my  time 
than  any  other  single  matter." 

As  for  El  Paso's  nonregulated  busi- 
nesses (about  36%  of  revenues), 
Boyd  goes  on,  "I  wouldn't  say  they've 
been  neglected,  but  I  think — and  it's 
pure  guesswork — we  might  be  further 
down  the  diversification  road  without 
this  thing  around  our  neck." 

Meanwhile,  El  Paso  is  having  trou- 
ble with  other  diversification  ventures. 
A  joint  nylon  venture,  with  34%-owned 
Beaunit  Corp.,  was  such  a  disaster  that 
El  Paso  had  to  take  Beaunit  over  en- 
tiiely  to  save  it.  Then  there  was  El 
Paso's  growing  interest  in  western  cop- 
per deposits.  When  Rhode  Island's 
Narragansett  Wire  Co.  (SlO-million 
assets)  beat  El  Paso  in  signing  copper 
land  leases.  El  Paso  bought  Narra- 
gansett in  1967 — just  when  it  was 
awash  in  70-cent  copper  and  the  U.S. 
price  was  about  to  fall  to  42  cents. 

The  net  result  of  these  and  other 
problems  is  that  since  1960,  the  year 
after  it  absorbed   Pacific   Northwest, 


El  Paso  has  shown  a  11.7%  earnings 
decline  on  a  70%  revenue  gain;  in  the 
same  period  Texas  Eastern  raised 
earnings  102%  on  77%  higher  revenues, 
Panhandle  Eastern  154%  on  123% 
higher  revenues,  and  Tenneco  175% 
on  a  286%  rise  in  revenues.  Last  year 
El  Paso's  return  on  equity  was  only 
8%  vs.  Texas  Eastern's  17%,  Panhandle's 
18%  and  Tenneco's  22%. 

This  year  could  see  a  turnaround. 
Boyd  estimates  that  the  nylon  busi- 
ness will  yield  an  improvement  of  at 
least  20  cents  a  share,  or  over  $5  mil- 
lion. For  the  future  El  Paso  has  also 
made  a  50-50  deal  for  Hecla  Mining 
to  mine  the  company's  estimated  472 
million  tons  of  copper  reserves.  But 
El  Paso's  Northwest  troubles  are  not 
yet  over.  Three  individuals  are  trying 
to  reopen  it,  and  Drew  Pearson  and 
Jack  Anderson  are  beating  the  drum 
in  their  "Washington  Merry-Go- 
Round"  syndicated  column. 

Buying  a  company  can  be  hard,  but 
getting  rid  of  it  under  dures3  can  be 
harder  still.    ■ 


was  the  fact  that  the  c-omputer  and 
data  processing  and  electrical  equip- 
ment c-ompanies  in  general  had  to  work 
down  overstocked  inventories  the> 
had  accumulated  the  year  before.  On 
top  of  that  we  were  hit  by  devaluation 
losses  of  4  cents  a  share,  and  we  were 
building  our  huge  new  engineering 
and  manufacturing  complex  which 
wasn't  completed  until  late  1967." 

A  longer-range  problem:  The  pos- 
sibility that  recent  developments  in 
the  art  of  integrated  circuits  might 
diminish  the  need  for  terminals  and 
connectors  in  the  next  decade.  "Non- 
sense," retorts  Auchindoss.  "I'd  sa\ 
it's  more  fikely  to  have  the  opposite 
effect.  It's  going  to  open  up  new  mar- 
kets, or  older  markets  where  a  greater 
degree  of  reliability  is  needed." 

In  fact,  the  word  "reliability"  plays 
a  big  part  in  AMP's  future.  As  con- 
sumer products  become  more  compli- 
cated, it  gets  harder  to  find  anyone  to 
fix  what  may  be  a  simple  problem. 
Manufacturers  are  looking  for  answers; 
AMP  hopes  to  provide  some.  "We  in- 
tend," says  Auchindoss,  "to  exploit 
the  growing  clamor  for  refiability." 
An  example  is  Motorola's  Quasar  solid- 
state  color  TV,  which  utilizes  AMP 
modular  connectors  in  such  a  way  that 
the  works  of  most  of  the  set  are  in  a 
drawer  that  can  be  pulled  out  for 
easy  servicing. 

Auchindoss  thinks  the  automobile, 
which  already  uses  several  hundred 
connectors,  is  especially  ripe  for  ex- 
ploitation. If  AMP  can  ride  the  crest 
of  this  "rehability"  market,  its  future 
seems  as  assured  as  its  past.  ■ 
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/ HOW  TO  GET  RICH:  BACK  A  GENIUS — ^ 


AMP  Inc;.  has  12  million  shares 
outstanding,  which  have  a  market 
value  of  $480  million.  Nearly  40% 
of  that  is  owned  by  company  of- 
ficers and  directors.  The  two  larg- 
est stockholders  are  the  Hixon 
family  interest  and  Uncas  A.  Whit- 
aker. 

Whitaker,  a  founder,  has  just 
8%  of  AMP's  shares  or  980,000 
shares  worth  approximately  $39 
million.  The  Hixon  family,  through 
Midland  Investment  Co.,  owns 
nearly  2.4  million  shares  worth 
about*  $95  million.  Since  the  first 
public  offering  of  AMP's  shares 
in  1956  there  have  been  at  least 
three  secondary  offerings  by  the 
Hixon  family  and  other  selling 
stockholders,  the  latest  in  1966. 
The  family  received  something  like 
$25  million  from  those  offerings. 
The  money  has  been  reinvested  in 
such  a  way  as  to  make  the  Hixons 
even  richer. 

F.  C.  "Colonel"  Hixon,  60,  presi- 
dent and  portfolio  manager  of 
Midland,  resides  in  San  Antonio, 
Tex.  Although  Hixon  won't  say, 
AMP-watchers  estimate  that  an  ad- 
ditional $50  million  in  stocks  and 
bonds  is  "a  reasonable  ball-park 
figure"  for  the  value  of  Hixon 's 
non-AMP  holdings.  Not  a  bad  re- 
turn for  an  investment  of  about 
$100,000  in  1941. 

The  Hixons  were  a  family  that 


made  money  in  the  lumber  busi- 
ness and  through  "investment." 
F.  C.  Hixon's  grandfather  came 
from  La  Crosse,  Wis.  and,  accord- 
ing to  F.  C,  "retired  when  he  was 
30  years  old.  He  inherited  money 
and  invested  in  the  stock  market. ' 
He  had  five  sons  who  scattered 
over  the  country;  Joseph  M.  Hixon 
Sr.,  then  in  California,  got  together 
with  brother  Robert,  who  was  in 
the  investment  business  in  Chi- 
cago, to  find  a  good  investment. 

Robert  Hixon  knew  a  man 
named  Carl  Hamilton,  who  was  a 
partner  in  the  consulting  firm  of 
Booz,  Allen  &  Hamilton.  Hamilton 
introduced  Hixon  to  Whitaker,  who 
at  the  time  was  research  director 
for  American  Machine  &  Foundry. 
Whitaker  wanted  to  go  into  the 
electrical  connector  and  terminal 
business  which  he  saw  as  having 
a  bright  future.  The  Hixons  put 
up  $200,000  in  notes  and  bought 
$50,000  worth  of  stock.  Booz, 
Allen's  Hamilton  took  a  consider- 
ably smaller  interest,  while  Whit- 
aker, who  had  little  capital,  also 
got  some  stock. 

The  secret  of  the  business'  suc- 
cess? Says  F.  C.  Hixon,  with  almost 
reverent  appreciation,  "I  don't  care 
what  business  Uncas  Wliitaker 
went  into,  he  would  have  been 
tremendously  successful.  We  real- 
ized he  was  a  genius." 
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Pioneer  on  the  Sidelines 

If  you  think  conglomeration  is  a  recent  tiling,  a  prod- 
uct of  ttie  Sixties,  tfien  you  don't  /(now  about  Curdon 
Wattles.  Why  has  this  pioneer  retired  to  the  sidelines? 


Whatever  became  of  Giirdon  W. 
Wattles?  He's  the  publicity-shunning 
Wall  Streeter  who  built  a  tiny  tobacco 
company  into  Eltra  Corp.,  a  $415- 
million-a-year  multicompany  at  a  time 
when  acquisitors  like  James  J.  Ling, 
Harry  Figgie,  and  Tex  Thornton 
were  only  starting.  For  a  while  it 
looked  as  though  Wattles  was  going 
on  to  even  bigger  things.  Instead, 
about  six  years  ago  he  more  or  less 
dropped  out  of  the  acquisition  game. 

Wattles,  now  66,  is  hale  and  hearty 
and  still  chairman  of  Eltra.  Why  isn't 
he  playing  the  merger  and  acquisition 
game  any  longer?  We  asked  him. 
"The  bargains  just  aren't  there  any- 
more," he  replied. 

Wattles  always  worked  on  rather 
old-fashioned  principles.  He  rarely  is- 
sued paper — convertibles,  warrants  or 
assorted  gimmicks.  He  did  not  offer 
high    prices    for    low-priced    stocks. 


He  was  always  a  bargain  hunter.  He 
built  his  career  buying  what  Forbes 
calls  "loaded  laggards."  There  used 
to  be  dozens  of  them,  but  they  are 
rare  today.  They  sold  at  a  big  discount 
from  the  book  value  of  their  assets, 
often  for  less  than  the  value  of  their 
working  capital. 

Wattles  had  been  a  partner  in 
White,  Weld  &  Co.  and  had  handled 
a  good  deal  of  acquisition  work  for 
Time  Inc.  In  1947  he  decided  to  go 
on  his  own.  Buying  quietly  in  the 
open  market.  Wattles  would  acquire 
control  of  a  business,  sell  off  the  low- 
or  no-profit  part  of  the  operation 
and  keep  the  rest.  He  would  then 
use  the  capital  freed  through  the 
sale  to  buy  control — again  on  the 
open  market — of  a  bigger  loaded  lag- 
gard. The  process  would  begin  all 
over  again.  Thus  did  he  move,  in 
about   a   decade,   from   Webster   To- 


bacco (assets  $6  million)  to  Ameri- 
can Manufacturing  (assets  $20  mil- 
lion); Mergenthaler  Linotype  (assets 
$87  million)  and  finally  into  Electric 
Autolite  (assets  $102  million).  In  1963 
he  merged  Mergenthaler  and  Autolite 
to  foiTTi  Eltra.  By  today's  standards, 
it  was  a  careful,  cautious,  close-to- 
the-vest  kind  of  poker  game,  but  it 
took  Wattles  a  long  way.  He  origin- 
ally ^put  about  $140,000  into  Webster 
Tobacco;  his  and  his  family's  holdings 
-today  are  worth  some  $35  million. 

But  there  aren't  many  loaded  lag- 
gards any  more.  Wattles  doesn't  play 
the  paper  game  that  so  many  acqui- 
sitors play  today.  Wattles'  last 
major  acquisition  was  Hiller  Helicop- 
ter in  1959,  a  full  decade  ago.  In 
1964,  however,  Wattles  sold  Hiller  to 
Fairchild  Stratos  Corp.,  having  de- 
cided that  he  didn't  want  "to  go  up 
against  billion-dollar  companies  for 
military  contracts."  Since  then  Wattles 
has  made  smallish  acquisitions — al- 
ways for  cash — and  has  kept  Eltra 
almost  free  from  debt.  Its  bonowings, 
in  fact,  account  for  less  than  10%  of 
total  capital. 

If  Wattles  has  not  been  acquiring 


Costly  Beachheads 


The  rich  California  oil  market  has  long  been  dominated  by  three  compa- 
nies, Shell,  Union  and  SoCal.  A  full-scale  invasion  is  now  on,  but  the 
invaders  aren't  making  much  headway.  They're  not  giving  up,  however. 


Ever  since  James  Marshall  discov- 
ered gold  at  Sutter's  Mill  in  1948, 
California  has  attracted  a  continuing 
flow  of  seekers-after-riches.  Among 
the  latest  are  several  of  the  nation's 
giant  oil  companies,  each  strong  in 
other  regions  of  the  U.S.  but  unrep- 
resented   in    California    until    1960. 


Since  then,  they  have  spent  upwards 
of  $2  billion  to  break  into  a  market 
dominated  for  years  by  Shell  Oil,  Stan- 
dard Oil  of  California  and  Union  Oil. 
An  outsider  might  say  they  are  but- 
ting their  heads  against  a  stone  wall, 
but,  on  the  other  side  of  that  wall, 
is  a  lure  as  compelling  as  Marshall's 


gold:  Not  only  does  California  buy 
10%  of  the  $30  billion  or  so  worth  of 
gasoline  sold  in  all  the  50  states  but, 
even  more  important,  sales  in  Califor- 
nia have  been  increasing  at  an  aver- 
age annual  rate  of  6%  during  the  past 
decade.  In  contrast,  sales  in  the  U.S. 
as  a  whole  have  risen  on  the  average 
only  3.3%  a  year,  though  last  year  it 
spurted  to  6%. 

So  far,  the  oil  companies  attempt- 
ing to  break  into  the  California  market 
have  very  little  to  show  for  their 
efforts  except  red  ink  and  a  small, 
very  small,  dent  in  the  wall.  However, 


The  Matkef -Maker.  One  reason  California  is  by 
far  the  richest— and  most  competitive— U.S.  gaso- 
line market  is  its  highway  system,  and  especially 


its  freeways  like  this  one  in  downtown  Los  Angeles. 
The  state  boasts  2,100  miles  of  freeways,  on  which 
it  is  now  spending  well  over  $500  million  a  year. 
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on  an\  large  scale,  he  has  been  giving 
plant)  of  attention  to  Eltra's  business. 
Here  he  has  performed  in  tvpical 
Wattles  fashion:  Get  rid  of  the  poor 
parts  of  the  business,  hold  on  to  the 
profitable  parts.  He  sold  Autolite's 
trade  name  and  distribution  organiza- 
tion as  well  as  its  biggest  batter%-  plant 
and  its  spark  plug  plant  to  Ford  in 
1961.  His  reasoning  was  that  General 
Motors  and  Ford  were  e.xpanding 
heavily  in  the  spark  plug  and  battery 
businesses. 

Wattles  held  on  to  and  expanded 
Eltra's  line  of  electrical  and  automo- 
tive after-market  products.  In  addi- 
tion to  Mergenthaler's  printing  ecjuip- 
ment.  Wattles  added  to  Eltra  a  metal 
fittings  compan),  a  Dallas,  Tex.  flour 
outfit,  a  refractories  company  and  a 
group  of  French  finance  companies. 
The  results  have  been  quite  impres- 
sive: sales  up  from  $2.52  million 
to  S415  million  over  the  past  five 
years;  earnings  per  share  up  from 
S1.44  to  S2.80.  Last  year  Eltra's  re- 
turn on  equity — without  benefit  of 
much  capital  leverage — was  12?.  Not 
at  all  bad  for  a  company  made  up 
of  one-time  loaded  laggards. 


Careful  pla\er  that  he  is,  Wattles 
is  taking  no  chances  on  anyone  ever 
taking  Eltra  away  from  him.  He  per- 
sonally owns  35%  of  American  Manu- 
facturing Co.,  an  important  rope 
maker,  which  owns  25%  of  Eltra.  This 
makes  him  one  of  the  very  few  major 
conglomerators  who  actually  controls 
his  own  company.  "And  I'm  not  in- 
terested in  offers,"  he  declares  flatly, 
"1  never  intend  to  sell  it." 

Are  Eltra's  days  of  acquisition 
over,  however?  Joseph  A.  Keller, 
Eltra's  president,  denies  it  but  adds: 
"We  don't  first  look  for  one-shot  earn- 
ings boosts.  We  look  to  see  if  we  can 
live  with  the  new  company.  It's  like 
getting  married.  And  when  we  see 
something  we  really  want,  we  want 
to  pay  a  reasonable  price  for  it;  we 
don't  expect  inflation  to  bail  us  out." 
Wattles  himself  has  this  to  say:  "We 
are  not  doing  the  same  things  we 
were  doing  in  the  1950s,  but  we're 
still  operating  under  the  same  philos- 
ophy." Which  seems  to  hint — Wattles 
and  Keller  aren't  given  to  sweeping 
statements — that  they  might  start  ac- 
quiring again  if  prices  ever  become 
right.  ■ 


Wattles   of   Eltra    Corp. 


the  nature  of  the  oil  business  is  such 
that  none  of  them  is  overly  con- 
cerned about  this.  All  expect  to  get 
nothing  from  California  except  head- 
aches for  years  to  come.  All  can  afford 
it.  Oil  companies  don't  think  in  terms 
of  today  or  tomorrow  or  even  a  year 
or  two  from  now.  They  think  in  terms 
of  a  decade  or  even  two,  for  they  plan 
to  be  around  and  doing  business  for  a 
long  time. 

Gulf  Oil  and  Continental  Oil  were 
the  first  to  charge  into  the  California 
market.  In  the  early  1960s  each  picked 
up  smallish  Califoniia-based  refining 
and  marketing  outfits.  Gulf  bought 
Wilshire  Oil;  Continental,  Douglas 
Oil  (S31  million  sales).  Then  the 
pace  quickened.  In  January  1966  At- 
lantic Refining  paid  just  under  $600 
million  for  Richfield  Oil,  which  had 
•stations  in  six  western  states.  In  July 
of  that  year  Phillips  Petroleum  paid 
J.  Paul  Getty  $387  million  for  Tide- 
water Oil's  western  operation. 

That  was  just  the  beginning.  Hum- 
ble Oil  &  Refining  picked  up  a  hand- 
ful of  independent  gas  stations,  plus 
another  1,500  stations  that  SoCal 
considered  not  worth  keeping.  To  date 
Humble  has  spent  untold  millions  at- 
tempting to  weld  these  stations  into 
a  West  Coast  marketing  setup.  In 
addition,  Humble  has  spent  $217  mil- 
lion for  drilling  rights  in  the  Santa 
Barbara  Channel.  And  Humble  is 
simultaneously  laying  out  another 
$135  million  to  build  a  new  refinery 


in  the  San  Francisco  area. 

Discouraging?   Yes,   but   .   ,  . 

The  results  would  discourage  any- 
one except  an  oil  company.  Jersey's 
share  of  the  market  is  3.5%;  Contin- 
ental's 1.8%,  down  from  2%  in  1965; 
Phillips'  5%,  down  from  6.8%  in  1966. 
Gulf  has  done  better,  but  only  slightly. 
Its  share  of  the  market  has  increased 
by  one-tenth  of  1%  to  4.5%.  Atlantic 
has  done  best  of  all,  climbing  from  9% 
to  10%.  With  these  market  shares,  it's 
a  good  year  when  any  of  the  compa- 
nies merely  breaks  even  in  California. 

Strangely  enough,  no  one  is  com- 
plaining. The  newcomers  expected 
trouble.  When  they  went  into  Califor- 
nia, Shell,  SoCal  and  Union  already 
had  all  the  best  locations.  They  also 
had  all  the  locations  with  the  best 
potential.  Aside  from  that,  California 
poses  a  problem  for  any  major  oil 
company:  It  has  at  least  200  high- 
volume  independents  who  constantly 
are  engaging  in  price  wars.  Shell,  So- 
Cal and  Union  have  no  trouble 
weathering  the  wars,  but,  since  the 
newcomers  are  marginal  marketers, 
they  do. 

Knowing  this,  why  did  such  sophis- 
ticated companies  as  Gulf,  Conti- 
nental and  the  others  move  into  Cal- 
ifornia? Says  John  M.  Houchin,  the 
tough-minded  president  of  Phillips 
Petroleum:  "Sure,  we  knew  it  would 
take  us  at  least  five  years  to  make 
the  operation   profitable."   The  point 


is,  Phillips  either  had  to  buy  Tide- 
water, which  was  a  marginal  opera- 
tion, or  forget  about  California.  It 
was  their  last  chance. 

And  California,  another  oil  execu- 
tive explained,  is  a  state  that  no  na- 
tional oil  company  can  afford  to  for- 
get about,  regardless  of  the  cost  of 
breaking  in.  "If  you're  a  national  com- 
pany," he  said,  "you  must  think  about 
your  share  of  the  national  market. 
If  you  don't  go  into  California,  your 
share  of  the  national  market  is  going 
to  fall  no  matter  what  you  do  in  the 
other  49  states. 

"Yes,  it's  costing  us  money,  but  this 
is  a  case  where  you  have  to  put  your 
money  on  the  barrelhead  if  you're 
going  to  stay  in  the  game." 

"We  Can  Stand  It" 

How  long  does  he  think  it  will  take 
before  the  newcomers  to  California 
make  a  breakthrough,  if  ever,  since 
six  major  oil  companies  and  the  in- 
dependents already  control  nearly  85% 
of  the  market?  "I  don't  know,"  he  re- 
plied. "Years.  It  depends  on  a  great 
many  factors.  Sure,  we'll  be  taking  a 
bath  in  the  meantime,  but  it  won't  be 
much  of  a  bath.  We  can  stand  it." 

That's  the  salient  fact  about  the 
oil  business.  Oil  companies  can  think 
in  terms  of  a  decade  because  they 
have  the  money  and  because  the  best 
of  them  are  so  well  balanced  that 
losses  here  can  easily  be  made  up  by 
profits   here,   there  and  elsewhere.   ■ 
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Nobody  Here  but  Us  Foreigners? 

The  balance-of-payments  experts  are  delighted  with  all  that  foreign  money  flowing  into 
U.S.  stocks.  Less  happy  are  the  tax  and  law-enforcement  people,-  they  suspect  that  a  good 
part  of  it  is  dirty  money  washed  clean  in  the  snows  of  the  Alps  and  in  the  waters  of  Nassau. 


More  thax  $2  billion  poured  into 
the  New  York  Stock  Exchange  from 
Europe  last  >ear,  but  how  much  of 
that  reaU\'  was  European  money? 
And  how  much  was  American  money, 
earned  in  the  U.S.,  whether  legally  or 
illegally,  then  smuggled  to  Europe  to 
avoid  income  taxes;  dirty  money, 
washed  clean  in  the  snows  of  the 
Alps,  and  then  repatriated?  How 
much  was  Mafia  money,  made  from 
gambling,  narcotics,  extortion,  and 
now  used  to  buy  into  U.S.  industry, 
perhaps  to  gain  control  of  major  U.S. 
industrial  coiporations? 

The  stark  fact  is  that  nobody 
knows. 

That  S2  billion  helped  to  narrow 
the  nation's  balance-of-payments  gap 
last  year,  and  that's  good.  What's  bad 
is  that  .some  of  the  money  is  certainly 
tax-  and  law-evading  money.  This 
has  become  a  gnawing  problem  for 
tlie  Justice  Department,  the  hiternal 
Revenue  Service  and  the  Securities 
&  Exchange  Commission.  American 
mone\  masquerading  as  European 
money  is,  first  of  all,  money  on  which 
taxes  should  have  been  paid  but 
weren't.  L  could  be  money  used  in 
violation  of  the  Securities  &  Exchange 
Act.  It  could  even  be  used  by  the 
vmderworld  to  buy  into  legitimate 
business. 

The  latest  "Thing" 

The  Go\eniment  is  concerned 
about  the  problem  because  it  has  be- 
come a  swiftly  growing  one.  Smug- 
gling money  to  a  foreign  country  to 
a\oid  taxes  is  not  a  new  idea.  There 
have  always  been  individuals  who 
have  done  it,  but,  as  one  federal 
agent  recently  said:  "For  a  while,  it 
was  primarih-  the  mob  that  did  it,  the 
-Nhifia.  Now,  all  sorts  of  wealthy  and 
supposedly  respectable  citizens  are 
getting  into  the  act."  For  anyone  who 
can  aflord  it — and  has  a  bit  of  larceny 
in  his  soul — it's  an  increasingly  easy 
act  to  get  into.  Half  a  dozen  nations 
ha\e  laws  specificalh  designed  to 
make  it  easy:  Switzerland,  of  comse, 
but  also  the  Bahamas,  Curacao, 
.Mexico,  Panama  and  Liechtenstein, 
among  others.  Like  Switzerland,  they 
all  permit  banks  to  have  numbered 
accounts,  which  assure  the  depo.sitors 
of  ab.solule  secrecy.  And,  like  Switz- 
erland, they  love  the  money  .smug- 
glers, because  money  is  money;  as  the 
old  saving  goes,  it  lias  no  smell.  Nor 
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does  it  have  nationality,  race,  religion 
or  politics. 

The  help  that  foreign  banks  give 
the  money  smugglers  is  not  the  only 
reason  the  problem  is  growing.  An- 
other reason  is  the  changing  attitude 
in  the  U.S.  toward  evading  taxes.  It 
has  become  almost  respectable. 
Many  businessmen  have  adopted  the 
philo.sophy  of  Franz  Pick,  publisher 
of  Pick's  Cwrencij  Yearbook,  the 
money  changers'  bible.  In  one  edition 
of  the  book  appears  this  motto:  "Who- 
ever obeys  the  law  will  be  punished 
for  his  stupidit)-  in   money   matters." 

Pick  himself  is  meticulous  about 
paying  every  cent  he  owes  the  Gov- 
ernment, because  he  knows  that  U.S. 
Attorney  for  New  York  Robert  Mor- 
genthau  has  been  keeping  a  hungry 
eye  on  him.  At  the  same  time,  how- 
ever, he  makes  a  good  living  from 
telling  others  how  to  avoid  taxes. 

In  1964  Pick  published  a  little 
book  entitled  The  Xumbeied  Ac- 
count, which  describes  in  detail  how 
to  open  a  numbered  account  in  any 
country  that  pemiits  it  and  outhnes 
the  advantages.  Although  the  book  has 
only  60  pages,  it  sells  for  S35  a  copy. 
Despite  the  price,  it  has  gone  into  a 
second  printing. 

In  England,  the  problem  of  people 
smuggling  money  abroad  to  avoid 
taxes  is  even  greater  thaa  in  the  U.S., 
partly     because     British     taxes     are 


Franz  Pick 


Jl 


higher  and  partly  because  Liechten- 
stein and  Switzerland  are  closer.  It's 
greater  still  in  France  and  Italy  and 
in  the  Middle  Eastern  and  Latin 
.American  countries,  where  tax-evasion 
is  as  respectable  as  it  is  commonplace. 
The  U.S.  does  not  have  a  monopoly 
on  tax  evaders. 

A  Thriving  Business 

There  are,  of  course,  other  motives 
than  tax-e\'asion  for  having  a  num- 
bered foreign  bank  account.  Privacy 
is  one.  Fear  of  devaluation  or  social 
upheaval  at  home  is  another.  Pick  is 
not  alone  in  the  business  of  advising 
the  nervous  rich  on  such  matters.  It 
has  become  a  thriving  enough  busi- 
ness to  allow  room  for  competitors. 
Among  them  is  Harry  D.  Schultz, 
president  of  Schultz  International, 
who  holds  "International  Monetary 
Seminars"  in  London.  Admission: 
$500.  Those  who  attend  are  advised 
to  "register  with  the  hotel,  then  with 
our  IMS  desk,  then  with  our  Swiss 
desk." 

Another  man  who  has  gone  into 
the  same  business  is  Nicholas  L. 
Deak  of  Deak  &  Co.  and  Perera 
Co.,  Inc.,  two  of  the  largest  cur- 
rency exchange  organizations  in  the 
world.  Deak  also  owns  the  Foreign 
Commerce  Bank,  Inc.  in  Zurich, 
which  enables  him  to  give  not  only 
advice  but  assistance  as  well.  Those 
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who  \isit  Deak's  cuncncy  houses  to 
ask  for  infoi -nation  on  numbered  ac- 
counts are  gi\en  a  booklet,  A  Swiss 
Bank  Account  Is  Not  for  Everyone, 
together  with  appHcation  forms  for  a 
numbered  accoiuit  and  other  t\pes  of 
accounts  in  the  Foreign  Commerce 
Bank.  The  bank,  they  are  informed, 
offers  "legally  guaranteed  financial 
privacy  [and]  highly  personalized 
ser\ice  through  confidential  'corres- 
pondence or  through  a  specially  de- 
veloped courier  service." 

Some  "Business"  Methods 

OnK  a  small  percentage  of  the 
holders  of  numbered  accounts  are 
mobsters,  but  that  means  a  good 
number  are.  They  take  piles  of  cash 
every  day  from  gambling  and  other 
criminal  activities,  stuff  the  bills  into 
satchels,  then  fly  to  Mexico,  the  Ba- 
hamas or  Panama  with  them  and  de- 
posit the  contents  in  a  numbered 
account.  Later,  they  will  switch  the 
money  to  a  numbered  account  in 
Switzerland  and  then  have  the  Swiss 
bank  buy  securities  on  the  New  York 
Stock  ELxchange  for  them.  N'o  one  in 
Wall  Street  and  no  one  in  the  Gov- 
ernment can  ever  know  for  whom  the 
Swiss  bank  has  Ixjiight  these  securities; 
Swiss  law  protects  the  secrecy  of 
numbered  accounts. 

"Legitimate'  businessmen  have 
other  devices.  According  to  Govern- 
ment authorities,  a  common  one  is 
this:  A  busine.ssman  will  contract  to 
import  widgets  from  Europe.  The 
agreed-upon  price  is  $50  a  widget, 
but  the  businessman  will  arrange  with 
the  e.xporter  to  list  the  price  at  SlOO 
on  the  invoice.  In  that  way,  the  busi- 
nessman will  reduce  his  reported 
profits — and,  therefore,  his  taxes — on 
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Skim.  Meyer  Lansky  (below) 
insists  that  he  runs  gambling 
operations  only  where  they're 
legal.  Las  Vegas,  for  ex- 
ample, and  the  Bahamas 
(above).  The  IRS,  however, 
believes  the  mob  fails  to  re- 
port all  the  cash  it  takes  in, 
sending  the  rest  to  Switzerland. 
This  money  is  known  as  skim. 


the  resale  of  the  widgets  in  the  U.S. 
At  the  same  time,  he  will  have  suc- 
ceeded in  transferring  abroad  $50  for 
each  widget  that  he  imported.  Of 
course,  he  will  have  to  give  the  ex- 
porter a  cut  of  this  in  return  for  the 
exporter's  cooperation,  but  the  rest  he 
can  deposit  in  a  numbered  account  in 
Switzerland,  just  as  the  mobsters  do, 
and  have  the  Swiss  invest  the  money 
for  him. 

The  U.S.  Attorney's  office  recently 
uncovered  a  refinement  on  this  prac- 
tice: Two  businessmen  set  up  their 
own  sales  firm  in  Europe.  In  that  way, 
they  didn't  have  to  split  witli  any- 
one. Getting  caught  cost  'them  $3 
million  in  back  taxes  and  penalties. 

For  businessmen  whose  companies 
have  affiliates  overseas,  piling  up 
money  in  numbered  Swiss  accounts 
doesn't  require  even  such  arrange- 
ments. They  merely  have  to  rearrange 
the  books  of  the  foreign  affiliates  and 
skim  off  the  difference  between  what 
they  report  in  earnings  and  what  they 
actually  make. 

One  of  the  beauties  of  a  numbered 
Swiss  account  is  that  it  becomes  a 
device  for  cheating  the  IRS  endlessly. 
The  bank  buys  and  sells  securities  for 
the  American.  It  will  have  to  pay  the 
U.S.  Government  taxes  on  the  divi- 
dends, but  not  on  the  capital  gains. 
And  Switzerland  itself  doesn't  have  a 
capital-gains  tax. 

Morgenthau's  office  recently  ob- 
tained an  indictment  of  two  floor 
traders  on  the  American  Stock  Ex- 
change who  were  charged  with  evad- 
ing taxes  on  capital  gains  amounting 
to  more  than  $1  million  because  of 
this.  The  tvvo  traders  had  managed  to 
smuggle  enough  money  to  Switzer- 
land to  establish  a  numbered  account 
in  a  Swiss  bank.  They  told  the  bank 
what  to  buy  for  them  and  what  to 
sell.  Naturally,  they  handled  all  the 
buying  and  selling  on  the  floor  them- 
selves. 

Getting  It  Back 

The  devices  for  repatriating  money 
are  equally  ingenious.  One  recently 
uncovered  by  Morgenthau's  office  in- 
volved a  wealthy  real  estate  man  who 
had  managed  to  smuggle  enough 
money  abroad  to  set  up  a  sizable  in- 
vestment trust  with  a  numbered  ac- 
count in  a  Swiss  bank.  Acting  for  the 
investment  trust,  the  bank  then 
bought  a  piece  of  property  in  the  U.S. 
from  the  real  estate  man,  paying  him 
nearly  $1  million  for  it.  Since  the 
bank  is  a  foreign  company,  it  pays 
income  taxes  on  the  revenue  produced 
by  the  shopping  center  at  a  reduced 
"foreign"  rate.  At  the  same  time, 
spinning  off  the  shopping  center  cut 
the  real  estate  man's  own  tax  rate. 
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Although  several  other  nations, 
some  of  them  only  a  short  air-hop 
from  the  U.S.,  now  pennil  numbered 
accounts,  it  was  the  Swiss  who  de- 
veloped them  back  in  the  Thirties.  The 
Swiss  insist  they  did  so  for  perfectly 
honorable  reasons.  Adolf  Hider  had 
just  risen  to  power  in  Germany.  There 
were  a  great  nian\'  German  Jews  who 
couldn't  believe  he  really  meant  what 
he  was  saying,  but,  since  the\ 
couldr/t  entireK'  be  sure,  the\-  began 
to  deposit  money  in  Switzerland  just 
in  case.  The  Swiss  say  they  produced 
the  numbered  account  to  protect  the 
Jews'  savings  from  the  Nazi  govern- 
ment. 

Then  Came  the  Mafia 

Maybe  so,  but  later,  as  Hitler  be- 
gan to  march  into  c-ountiy  after  coun- 
try, the  Swiss  banks  became  a  haven 
not  only  for  Gennan  Jewish  savings 
but  for  sa\ings  of  people  all  through 
Europe  and  the  Middle  East  who  felt 
the  Nazi  threat.  Still  later,  it  became 
a  haven  for  Mafia  money.  According 
to  IRS  officials,  one  bank  in  Geneva, 
the  International  Credit  Bank,  receives 
$2  million  a  week  in  deposits  of  mone\- 
earned  bv"  the  mob  from  gambling. 
The  bank  is  run  by  John  Pullman,  a 
close  friend  of  Meyer  Lansk\-,  top 
man  in  die  Mafia  gambling  operations. 
After  the  Mafia  came  the  flood. 
First  it  was  moMe\  carried  abroad  b\' 
business  and  professional  men  who 
handle  a  great  deal  of  cash  which 
they  don't  report  and  which  they  can't 
deposit  ill  U.S.  banks  without  fear  of 
detection.  Then  it  was  the  money  that 
U.S.  businessmen  managed  to  accu- 
mulate abroad  b>-  one  tricky  device 
or  another. 

This  flood  of  money  into  Switzer- 
land is  largely  responsible  for  the  pro- 
liferation of  numbered  accounts  else- 
where. They  often  serve  as  way  sta- 
tions. A  doctor,  who  has  managed  to 
stash  away  a  sizable  amount  of  cash, 
doesn't  have  to  fly  to  Switzerland 
now  to  open  a  numbered  account.  He 
can  simply  run  down  to  Nassau,  only 
35  minutes  from  Miami,  and  establish 
one  there.  The  bank  in  Nassau  will 
be  only  too  happy  to  redeposit  the 
mone\   for  him  in  Geneva.  . 

Switzerland  is  always  the  ultimate 
haven;  first,  because  Switzerland  is 
the  most  stable  country  in  the  world, 
a  countrx  untroubled  by  fears  of  war, 
revolution  or  even  civil  disorder;  and 
second,  because  the  Swiss  franc  is 
the  most  solid  currency  in  the  world, 
a  currenc>  based  on  gold.  Switzer- 
land has  a  final  great  attraction:  The 
country  basicalh  is  just  a  loose  con- 
federation of  cantonN.  The  cent-v 
government  is  very  weai;.  The  b 
in  contrast,  are  so  poweiiii!  t'ln' 
can    in    eflfect    guarantee    uep  < 
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against  any  changes  in  the  banking 
laws. 

The  magnitude  of  the  operation 
can  be  illustrated  by  citing  just  a  few 
statistics:  Switzerland  is  a  nation  of 
a  mere  16,000  square  miles  witlv  a 
population  of  6  million  and  a  gross 
national  product  of  about  $15.9  bil- 
lion, but  so  much  money  flows  into 
the  countiy  from  the  U.S.  and  other 
nations  that  it  can  support  no  less 
than  474  banks  with  4,300  branches 
and  total  assets  of  $24.8  billion.  The 
three  largest  commercial  banks, 
which  also,  incidentally,  are  per- 
mitted by  Swiss  law  to  act  as  stock- 
brokers— the  Union  Bank  of  Switzer- 
land, the  S\\'iss  Credit  Bank  and  the 
Swiss  Bank  Coip. — each  has  assets  of 
more  than  S3  billion.  Even  in  the  U.S. 
each  would  rank  among  the  top  dozen 
banks. 


What  is  even  more  significant  from 
the  standpoint  of  the  U.S.  Govern- 
ment— and  a  basic  reason  that  the 
U.S.  Government  is  so  concerned — 
is  that  Swiss  banks  now  account  for 
20%  of  all  trading  on  the  New  York 
Stock  Exchange.  One  reason  for  this: 
The  Swiss  don't  worry  about  SEC  or 
NYSE  regulations.  They'll  let  a  man 
buy  securities  on  10%  margin. 

From  Protest  to  Action 

In  years  past,  the  State  Depart- 
ment and  other  U.S.  Government 
agencies  frequently  have  protested  to 
Switzerland  about  the  activities  of 
the  Swiss  banks  in  helping  Americans 
evade  taxes.  The  Swiss  government 
has  rejected  the  protests  curth. 
Thierry  Barbey,  41 -year-old  partner 
of  Lombard,  Odier  &  Co.,  Geneva, 
one  of  the  oldest  banks  in  the  nation. 


expresses  the  Swiss  attitude  well 
when  he  says:  "Naturalh-  we  tell 
Americans  they  have  to  pay  their 
taxes.  But  it's  the  U.S.  Government's 
problem  to  police  its  citizens,  not  ours." 
As  a  result,  the  U.S.  Government 
has  switched  its  tactics.  Now,  instead 
of  merely  protesting,  the  U.S.  Attor- 
ney s  office  in  New  York  is  looking 
for  excuses  to  freeze  securities  ac- 
counts of  Swiss  banks  in  the  U.S.  on 
grounds  that  some  of  the  money  was 
smuggled  to  Europe  to  evade  taxes 
or  that  the  banks  cooperated  in  evad- 
ing margin  requirements.  Says  Mor- 
genthau:  "We're  working  on  a  num- 
ber of  cases  where  there's  been  vio- 
lation of  margin  requirements.  Last 
December  we  indicted  the  Arzi  Bank 
of  Zurich  for  purchasing  securities  on 
margins  of  as  little  as  10^.  We  seized 
the  bank's  securities  in  several  New 


York  brokerage  houses  and  the  bank's 
director  came  over  to  plead  guilty." 

The  incident  did  not  go  unnoticed 
in  Switzerland.  Says  Hans  Baer, 
partner  of  Julius  Baer  &  Co.,  of 
Zurich,  the  largest  private  bank  in 
Switzerland:  "With  this  Morgenthau, 
a  lot  of  Swiss  bankers  are  afraid." 
The  ingeniousness  of  Morgenthau's 
tactic  lies  in  this  fact:  If  they  wish 
to  defend  themselves  against  his 
charges,  the  Swiss  bankers  must  ap- 
pear in  court  and  answer  his  ques- 
tions under  oath.  This  they  cannot 
do,  because  if  they  answered,  they 
would  destroy  the  secrecy  that  makes 
numbered  accounts  so  attractive.  If 
they  didn't  answer,  they  would  be 
guilty  of  contempt. 

Last  month,  Morgenthau's  office 
struck  again,  obtaining  indictments 
against  Nate  Dolin,  president  of  King 


Instrument  Co.,  a  subsidiary  of  Com- 
monwealth United  Corp.,  and  Jerome 
Deutsch,  executive  vice  president  of 
Realty  Equities  Corp.  The  Govern- 
ment says  they  arranged  to  have  a 
Swiss  bank  purchase  notes  and  war- 
rants issued  by  Realty  Equity  to  a 
Texas  insurance  company  at  a  dis- 
count. The  profit  went  into  Dolin's 
numbered  account. 

The  IRS  is  developing  a  network 
of  agents,  under  command  of  Assis- 
tant Commissioner  for  Compliance 
Donald  W.  Bacon,  which  works  with 
the  U.S.  Attorney  General's  office  to 
gather  information.  Says  one  agent: 
"The  woman  scorned  is  a  great  source 
for  us.  A  man  jilts  his  wife  for  his  sec- 
retary and  we  have  a  potential  in- 
former." Other  informers,  he  says, 
can  be  found  among  disgruntled 
business  colleagues  or  competitors 
and  in  the  underworld.  Says  Bacon: 
"Some  tax-dodgers  are  big-mouths. 
They've  just  got  to  tell  how  smart 
they  are.  When  they  do,  we  have  a 
good  chance  of  nabbing  them." 

Hiding  the  Trail 

The  tax-dodgers,  in  turn,  have 
been  going  to  great  lengths  to  outwit 
the  IRS  agents.  Some  of  them  have 
been  opening  a  numbered  account  in 
Mexico  City,  transferring  the  money 
to  a  dummy  company  in  Panama, 
then  to  a  numbered  account  in  Nas- 
sau, then  to  a  secret  trust  in  Liech- 
tenstein, and  finally  to  a  numbered 
account  in  Geneva,  hoping  thereby  to 
obscure  the  trail  of  the  money. 

The  IRS  and  the  other  government 
agencies  are  determined  to  stamp 
out  the  practice  of  using  numbered 
accounts  as  a  means  of  evading  taxes. 
It  has  become  too  costly  to  the  Trea- 
sury and  too  dangerous  to  the  proper 
regulation  of  the  stock  market.  There 
also  is  a  movement  afoot  in  Congress, 
led  by  Chairman  Wright  Patman 
(Dem.,  Tex.)  of  the  House  Banking  & 
Currency  Committee,  for  new  legisla- 
tion to  make  life  more  difficult  for  the 
tax-dodgers.  Among  other  things,  the 
committee  intends  to  propose  that 
Congress  ban  stocks  in  U.S.  coipora- 
tions  purchased  through  foreign 
banks  from  being  voted  unless  the 
identity  of  the  beneficiaries  is  re- 
vealed to  the  satisfaction  of  the  SEC. 
All  this  is  understandable  from  the 
U.S.  point  of  view.  However,  in 
reaching  across  borders  to  get  at  con- 
traband U.S.  money,  the  Government 
and  the  Congress  are  going  to  bump 
head  on  into  one  of  the  most  stub- 
born facts  in  the  world:  national 
sovereignty.  For  what  looks  hke 
simple  law  enforcement  from  this  side 
of  the  ocean,  will  look  like  Uncle  Sam 
throwing  his  weight  around  to  coun- 
tries profiting  from  the  trade.  ■ 
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Where 

does 
your 
state 
rank? 


All  50  states  have  been 
compared  on  nine  social- 
economic-political  criteria 
in  an  independent  study 
conducted  by  Midwest 
Research  Institute, 
Kansas  City. 

The  results  are  analyzed  in 
our  informative  booklet 
"The  Quality  of  Life  in 
Minnesota." 

Write  for  your  free  copy: 
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The  Big  Push 


Flying  Tiger  now  has  the  equipment  to  do  the  job  in 
air  freight,  and,  says  its  founder,  it's  next  year  or  never. 


"This  is  my  last  hy,"  said  Robert  W. 
Piescott,  tlie  56-year-old  president  of 
Los  Angeles-based  FKing  Tiger  Line, 
Inc.,  last  month.  "If  we  don't  make  it 
this  time  .  .  .  well,  maybe  I'll  tnrn 
the  thing  over  to  Forbes  Magazine." 

It  is,  however,  quite  unlikely  that 
Forbes  will  end  up  in  the  air-freight 
business.  For  Bob  Prescott  has 
lamiched  an  effort  that  should  enable 
FKing  Tiger  to  "make  it"  and  make 
it  big.  During  the  last  two  years 
FKing  Tiger  has  gone  $200  million 
into  hock  {vs.  long-term  debt  of 
only  $35  million  in  1966)  in  order 
to  replace  his  fleet  of  outmoded  CL- 
44  tmboprops  and  ancient  Lockheed 
Constellations  with  17  "stretched-out" 
DC-8-63F  jets.  The  changeover  has 
been  one  big  headache.  Last  year  the 
delivery  of  the  new  planes  was  de- 
layed by  six  months,  costing  as  much 
as  $35  million  in  revenues. 

Quickly  the  company's  revenues 
dropped  from  $87  million  to  $77  mil- 
lion in  1968,  its  operating  profits  all 
but  dried  up  and  a  batch  of  write-ofts 
dragged  it  $5  million  into  the  red. 

Tough,  but  amiable  Bob  Prescott, 
who  flew  with  Claire  Chennault's 
original  Flying  Tigers  in  China  during 
World  War  II,  and  who  in  1945 
started  what  has  become  the  largest 
all-cargo  airline,  has  learned  to  ex- 
pect such  sudden  downdrafts.  Four 
years  ago  he  saw  his  strongest 
rival,  Slick  Airways,  join  a  host  of 
other  cargo  lines  in  bankruptcy.  His 
own  company  has  soared  several  times 
only  to  come  tumbling  back  down 
again.  As  recently  as  two  years  ago, 
the  Vietnam  war  escalation  had  swol- 
len its  profits  to  a  record  $11.5  million. 
But  in  1960  and  1963,  and  again  in 
1968,  the  company  was  in  the  red. 

24-year  Trial 

Thus  stability — in  temis  of  consis- 
tent growth  and  profits — still  eludes 
Prescott  and  Flying  Tiger  after  24 
years.  Now,  with  12  of  the  new  DC-8s 
in  hand  and  the  other  five  due  by 
October,  he  is  making  another  grab 
for  the  brass  ring.  He  is  as  con- 
fident as  his  experience  will  allow  him 
to  be.  Tlie  air-cargo  market  has  been 
growing  at  upwards  of  25%  a  >ear, 
but  Flying  Tiger  has  not  grown  as 
fast.  From  as  little  as  417  ton  miles 
flown  (revenue  producing  freight 
flown  one  mile)  in  1961,  air  cargo 
business  l)ulged  to  1.7  billion  ton 
miles  by  the  end  of  1968.  By  con- 
trast, FKing  Tiger  managed  only  to 


double  its  business  from  70  million 
to  166  ton  miles  flown.  The  main  prob- 
lem has  been  rugged  competition  from 
the  "combination"  (passenger  and 
cargo)  lines  such  as  United  and  Amer- 
ican. They  serve  more  cities,  got 
delivery  of  cargo  jets  sooner  and 
handle  about  twice  as  much  cargo. 
They  are  being  joined  by  other  large 
carriers  now,  such  as  Western,  Con- 
tinental and  Braniff.  Prescott  is  bank- 
ing on  the  greater  capacity  of  his  new 
stretched  DC-8s  ( 100,000  pounds  vs. 
60,000  pounds  for  the  CL-44s)  and 
increased  speed  (five  hours  coast-to- 
coast  vs  seven  hours)  to  stem  the 
tide.  "We  will  have  a  bigger  fleet  of 
all-cargo  DC-8-63F  jets  than  any  other 
airline.  We're  certainly  not  going  to 
lose  any  market  share,"  says  Prescott. 

As  for  the  huge  debt  burden,  he 
is  leaving  the  worrying  to  Chair- 
man Wayne  M.  Hoffman,  46,  whom 
he  hired  away  from  the  New  York 
Central  Railroad  two  years  ago.  Hoff- 
man says  he  is  not  particularly  con- 
cerned about  the  debt  increase:  "It's 
just  a  matter  of  how  much  you  can 
earn.  If  you  can't  support  the  depre- 
ciation and  repay  tlie  debt,  you're  not 
in  business  anyway." 

One  of  Hoffman's  main  efforts  at 
Flying  Tiger  has  been  to  restiaicture 
its  rates  to  lure  more  traffic  away  from 
railroads  and  truckers.  "We're  going 
to  begin  to  develop  this  into  a  good- 
sized  business,"  he  says.  Prescott 
agrees,  but  having  been  disappointed 
so  often  before,  he  is  keeping  his 
fingers  crossed.  ■ 

Prescott  of  Flying  Tiger 


Time  her. 


If  it  takes  your  secretary  more  than  30  seconds  to  get  a  record  out  of 
the  files,  we've  got  something  to  talk  about:  a  Recordak  Microfilm 
System  by  Kodak. 

You  can  keep  millions  of  records  within  arm's  reach  — and  find  any 
record  out  of  millions  in  seconds. 

What's  more, you  can  automateyourfact-finding  and  paper-handling 
routines  all  along  the  line.  Very  inexpensively. 

Let  us  show  you  how.  Eastman  Kodak  Company,  Business  Systems 
Markets  Division,  Department  AA-5,  Rochester,  New  York  14650. 

Microfilm  Systems 
by  Kodak 

*Recordak  is  a  registered  trademark  (or  microfilm  equipment  designed  and  produced  by  Kodak. 
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A  Holdout  Wavers 

Gates  Rubber,  one  of  the  nation's  largest  privately  owned  companies,  is 
expanding  far  beyond  the  rubber  business.  Is  the  next  step  to  go  public? 


So  FAR,  the  rubber  business  has  treated 
Denver's  privately  owned  Gates  Rub- 
ber Co.  well.  Since  the  late  Charles 
C.  Gates  Sr.  bought  the  company  in 
1911,  it  has  grown  to  revenues  of 
$450  million.  On  the  $250  miUion  of 
the  total  that  comes  from  rubber,  it 
nets  a  margin  of  over  6%  on  sales,  or 
about  $15  million.  Only  Firestone 
among  Gates'  giant  competitors  comes 
close  to  matching  that  figure,  with  a 
return  of  5.92.  Today  Gates  is  one  of 
the  top  five  pri\'ately  owned  com- 
panies in  the  U.S. 

But  Charles  C.  Gates  Jr.,  the  com- 
pany's 48-year-old,  second-generation 
president,  who  took  over  after  his 
father's  death  in  1961,  has  no  illusions 
about  Gates*  future  in  the  rubber  busi- 
ness. "\\'c're  definiteh-  a  lightweight  in 
the  tire  market,"  admits  the  slender, 
Stanford  Uni\'ersit>-  graduate  who  op- 
erates out  of  a  modest  office  tucked 
away  in  a  corner  of  the  company's 
rubber  plant  near  downtown  Denver. 
"Even  for  the  heav\  weights,  the 
the  growth  of  the  rubber  market  now 
has  settled  down  to  only  about  4%  or 
5%  a  year. "  So  Gates  is  diversifying. 

Two  \ears  ago,  for  example,  it 
plunked  down  $28.5  million  in  cash 
for  60%  control  of  Lear  jet  Industries, 
Inc.,  the  co'porate  jet  outfit  founded 
by  inventor-promoter  Bill  Lear.  Since 
tlien  it  has  managed  to  spend  almost 
as  much  to  get  the  ailing  compan\' 
back  on  its  feet.  In  recent  years. 
Gates  has  acquired  a  $52-million 
(revenues)  Salt  Lake  City  trucking 
company,  a  75,000-acre  cattle  ranch, 
an  automated  egg  farm   and  a  mu- 


tual fund  management  company, 
Financial  Programs,  Inc.,  that  man- 
ages assets  exceeding  $550  million. 
All  this  with  cash  thrown  off  by  the 
iTibber  business,  not  a  penny  in  stock, 
not  a  bit  of  dilution. 

Gates'  problems  in  the  tire  business, 
which  is  the  backbone  of  the  rubber 
industry,  stem  primarily  from  its 
Rocky  Mountain  location.  Tires  are 
heavy  and  expensive  to  transport. 
Since  the  Akron-based  tire  companies 
were  much  closer  to  Detroit's  auto 
factories,  they  were  able  to  grow  to 
giant  size  in  the  original-equipment 
tire  business  while  Gates  Rubber  was 
virtually  shut  out  of  the  market. 
Without  the  original-equipment  link. 
Gates  Rubber  was  at  a  disadvantage 
in  the  replacement-tire  business.  The 
company  has  had  to  limit  itself  to 
the  replacement  market  within  a  rela- 
tively close  radius  of  its  home  base. 
Gates  Rubber  also  makes  private- 
brand  tires  for  Montgomery  Ward 
and  Western  Auto.  In  fact,  its  strongest 
rubber  product  is  not  tires,  but  V-belts, 


fly  Boy.  Long  before  faking  over 
//le  family  rubber  bus'mess,  Charles 
C.  Gates  Jr.  developed  more  than 
a  passing  fancy  for  airplanes.  So 
much  so,  that  when  Bill  Lear  chose 
to  sell  his  interest  in  Lear  Jet  (bottom) 
Gofes  couW  nor  resist.  "One  of  the 
criteria  we  hod  in  all  our  acquisi- 
tions wos  thai  management  had  to 
have  an  active  interest,"  says  Gates. 
"I've  been  flying  for  over  25  years 
so   I   was  more  than  jvst  Interested." 


in  which  it  has  become  a  dominant 
national  competitor.  But  these,  too, 
are  liinited-growth  businesses. 

Hence  the  diversification.  Lear 
was  wading  deep  in  red  ink.  During 
the  first  year  under  Gates'  ownership,  . 
it  lost  nearly  $13  million,  and  in  fiscal 
1968  (ended  Apr.  30)  it  was  on  its 
way  ^to  rolling  up  another  $4-million 
deficit.  It  had  formidable  competition, 
particularly  from  Grumman's  Gulf- 
stream  and  Pan  American's  Falcon. 
What's  more,  Lear  was  short  on  man- 
agement capability,  a  fact  Gates  faced 
with  no  hesitation — namely,  by  get- 
ting rid  of  Bill  Lear  himself.  "Bill  Lear 
can  create  and  innovate,  and  he  can 
pretty  well  get  a  manufacturing  op- 
eration going,"  says  Gates.  "But  when 
it  comes  to  marketing  he's  lost." 

Crossroad 

So  why  did  Gates  buy  Lear  Jet? 
"Call  it  a  roll  of  the  dice,  if  you  want," 
says  Charles  Gates.  "But  I  was  so  sure 
that  Lear  would  become  the  Ford  or 
Chevy  of  the  corporate  jet  field  that 
I  closed  the  deal  with  Bill  Lear  after 
only  one  14-hour  session." 

Gates  has  made  progress  with  Lear. 
It  has  eliminated  excessive  inventories, 
brought  production  schedules  into 
line  \vith  sales  and  set  up  a  formal 
marketing  aim,  an  item  Bill  Lear  com- 
pletely neglected.  By  the  end  of  the 
current  fiscal  year  Gates  predicts  Lear 
Jet  will  break  even,  or  perhaps  e\en 
show  a  modest  profit,  on  sales  of 
around  $30  million. 

Even  if  Gates  does  straighten  out 
Lear,  however,  the  Gates  company 
has  come  to  a  crossroad.  The  efforts 
to  revive  Lear,  plus  the  capital  needs 
of  its  other  new  businesses,  have 
stramed  the  Gates  family  coffers. 
What's  more,  the  tire  business  has 
been  putting  on  an  unexpected  spurt 
dming  the  last  year  or  so,  forcing 
Gates  to  expand  capacity  or  see  its 
market  share  shrink  still  further.  As 
a  result.  Gates  is  now  facing  up  to  tlie 
prospect  of  taking  on  the  first  long- 
term  debt  in  its  histor\-. 

As  for  public  ownership,  that  will 
probably  come  next.  If  Gates  is  serious 
about  diversif>ing  his  company  away 
from  the  rubber  business — and  all  in- 
dications are  that  he  is — he  will  sooner 
or  later  have  to  issue  stock,  ^^'hen 
that  is  likely  to  happen.  Gates  won't 
say.  "Lear,  which  is  40%  pubhcly 
owned,  is  contributing  to  my  educa- 
tion," he  says.  "One  reason  we  bought 
it  was  to  demonstrate  to  tlie  public 
that  we  could  put  on  a  real  good 
show."  He  didn't  say  so,  but  the 
implications  were  clear:  Turning  Lear 
around  would  give  Gates  the  kind 
of  image  that  is  money  in  the  bank 
when  it  comes  to  going  public.  ■ 


We  started  with  cash  registers, 
tow  NCR  computers  free  teachers  to  teach. 


Class  scheduling  can  take  much 
of  a  teacher's  time  that  could  be  better 
spent  in  the  classrooms. 

That's  where  we  come  in.  Our  NCR 
computers  do  the  scheduling.  Provide 
scientific  balancing  of  classes,  more 
efficient  schedules.Without  conflict. 

Now  teachers  have  more  time  to 
teach,  do  research  and  counsel  students. 

This  same  ingenuity  helped  us 
develop  our  world-famous  NCR 
accounting  machines,  adding  machines, 
cash  registers  and  computers. 

The  only  family  of  machines  that 
gives  you  total  systems. 


NCR 


lONAL  CASH  REGISTER  CO   OAYTON  45409 


What  have 

we  done  for  you 

tomorrow? 


$12  million  worth  of  sophisticated 
equipment  prepares  our  men  here 
to  uncouple,  sort,  switch  and 
recouple  over  800  cars  per  hour. 


Introducing  Twenty-five  6900  HP 
giants  for  more  power  to  keep 
fast  schedules  without  let-up, 
round  the  clock,  in  any  terrain 
or  weather. 


New  efficiencies-three  stories 
high-that  load  or  unload  trailers 
or  containers  for  flatcar  service. 
UP  serves  seven  Major  West 
Coast  Ports. 


Industrial  properties  for  business- 
men who  need  geographic  oppor- 
tunity, not  raw  real  estate   Write  in 
confidence  to  Edd  H.  Bailey,  *-''°? 
Union  Pacific,  Omaha  68102 


At  yoi-r  disposal  are  skilled  men 
and  women-who  II  make  the 
Sharp  New  Tools  of  Union  Pacific 
work  tor  you   We  think  that  s  a 
pretty  good  way  to  run  a  railroad. 


Roy  Little's  Latest  Textron? 

Maybe  some  conglomerates  don't  have  much  of  a  fu 
ture,  says  Amtel's  new  boss,  Jerry  Ottmar.  But  some  do 


Free  to 
Manufacturers 


'■\\h-\t  with  all  the  government  at- 
tention the  so-called  conglomerates 
are  getting,"  says  Jerome  Ottmar,  "the 
big  ones  are  going  to  find  things  difiB- 
cuit.  But  there's  still  a  great  future 
for  the  smaller  ones.  There  are  a 
tremendous  number  of  privately  and 
closely  held  medium-sized  companies 
around  that  need  to  affiliate  with 
someone,  and  I  don't  expect  we'll 
have  any  difficulty  acquiring  them." 

Ottmar,  however,  is  no  run-of-the- 
mill  conglomerator,  any  more  than  the 
compan\  he  now  heads,  Providence's 
Amtel,  Inc.,  is  any  run-of-the-mill 
conglomerate.  After  all,  before  taking 
over  as  Amtel's  chief  executive  a  few 
weeks  ago,  Ottmar  had  been  a  Textron 
vice  president  for  ten  years.  There  he 
became  recognized  as  one  of  the 
smartest  operating  people  in  the  busi- 
ness. 

Amtel  itself  is  the  brainchild  of 
Royal  Little,  now  Amtel's  chairman, 
who  first  conceived  the  conglomerate 
idea  and  realized  it  at  Textron  and  at 
Indian  Head.  As  Amtel's  rec-ord  sug- 
gests, Little  has  lost  none  of  his  touch 
even  in  his  70s.  Since  1964  sales  have 
soared  12.5?  to  $57..5  million,  net 
•357'?  to  $3.2  million,  per-share  earn- 
ings 2.38%  to  98  cents. 

Unlike  most  other  mini-  or  ma.\i- 
conglomerates,  however,  Amtel  has 
ne\er  used  debentures  or  warrants. 
It  has  never  made  a  tender  offer.  And 
it  has  never  even  acquired  a  public 
company.  Instead  it  has  concentrated 
on  private  or  closely  held  companies, 
acquired  them  for  either  common 
stock  or  cash,  generally  on  a  deferred- 
pa\TT»ent  basis,  and  has  spread  out 
beyond  its  original  metal-forming  ma- 
chinery and  automotive-textile  base 
into  aircraft  precision  parts,  precision 
cutting  tools,  novelties,  forgings, 
engineering  and  construction. 
,  But  if  Amtel  has  avoided  the 
fiscal  sleight  of  hand  familiar  to  most 
conglomerates,  it  has  nonetheless  care- 
fully calculated  the  impact  of  its  ac- 
quisitions on  its  future  earnings.  Us- 
ing a  tactic  Little  perfected  long  ago, 
it  acquired  Fenn  Manufacturing  (air- 
craft parts)  for  7.50,000  shares,  but 
agreed  to  pay  375,000  more  if  Fenn's 
earnings  met  certain  goals  in  the  next 
three  years.  Again,  Amtel  paid  $6 
million  in  cash  for  its  latest  acquisi- 
tion, Litwin  Corp..  which  earned  $1.1 
million  on  §26  million  in  sales  last 
year — a  circumstance  that  should  give 
Amtel's  1969  earnings  a  healthy  lift — 
and  then  agreed  to  pay  more  if  Lit- 


Family  Reunion.  "Roy  Little 
brought  me  to  Textron,"  says 
Jerry  Ottmar  (above),  "and 
now  of  Amtel  I'm  back  with 
Roy  where  I  started."  So  are 
a  lot  of  other  Texfron  exec- 
utives. When  Little  prepared 
fo  retire  from  Textron,  he 
set  up  a  small  business  in- 
vestment company,  Narra- 
gansett  Capital.  Narragan- 
sett  joined  another  SBIC, 
Franklin  Corp.,  headed  by 
Herman  Goodman,  another 
former  Textron  executive,  in 
putting  up  the  money  that 
permitted  still  another  Tex- 
tron executive,  George  Mett- 
ler,  to  acquire  the  company 
that  later  became  the  nu- 
cleus of  Amtel  itself.  As  a 
result,  both  Narragansett 
and  Franklin  own  about 
10%  of  Amtel.  Little  is 
chairman;  Goodman,  vice 
chairman;  Mettler,  vice  pres- 
ident; a  former  Textron 
division  executive,  John 
Reed,  is  a  division  president. 
And  why  did  Ottmar  join 
the  crowd?  "It  seemed  like 
an  opportunity  to  pretty 
much     run    my    own    show." 


Write 

for  brochures 

you  want. 

How  to  get  help  in  financing  long-term  cap- 
ital investments  ...  tax  advantages  avail- 
able to  you  in  New  York  State  . . .  man- 
power-training assistance . . .  plant-location 
services.  These  are  only  a  few  of  the  free 
business  publications  offered  by  the  New 
York  State  Department  of  Commerce. 
If  you  need  it,  we've  got  it.  New  York  State 
Department  of  Commerce  has  a  mountain 
of  information  on  subjects  ranging  from 
plant  financing  to  international  marketing. 
And  it's  available  to  you  free  .  . .  whether 
you're  already  in  New  York  or  just  thinking 
of  coming  here. 

Write  on  your  letterhead  or  call  (518) 
474-3717  for  the  four  brochures  illus- 
trated—free and  at  no  obligation. 
For  more  information:  Look  over  the  cou- 
pon and  check  brochures  you're  interested 
in.  If  you  don't  see  one  that  covers  the  par- 
ticular problem  you're  trying  to  solve,  tell 
us  your  problem,  and  we'll  find  an  answer. 

I :-! 

I   Commissioner 

I  New  Yorl<  State  Dept.  of  Commerce,  Rm,  766 

I    1 1 2  State  Street,  Albany,  N.  Y.  1 2207 

I    Please  send  the  following  brochures: 

I    □  Industrial  Locotion  Q  Plant 

I         Services 

I   Q]  Tax  Advontages 

I         for  Business 

I  □  Money  for 

I         Manpower 

I 


Finonclng 

n  New  York  Stote 
Business  Focis 

(~1  Internotional 
Commerce 
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WE  HELP  COMPANIES  GROW  THROUGH  MERGERS  &  OTHER  MEANS. 

TESSEL.  PATURICK  &  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK.  N.Y. 


You  can't  squeeze  much 

fire  protection  for  vital  records 

out  of  ordinary  metal  files,  either 


An  ordinary  metal  file  isn't  much 
better  than  an  orange  crate  to 
protect  vital  records  from  fire. 
For  certified  fire  protection, 
keep  your  important  records  in 
Meilink  protection  equipment  — 
Hercules  Fire-Fighting  Files 


and  Meilink  Safes.  They're  es- 
pecially engineered,  built,  and 
insulated  against  fire.  Call  your 
Meilink  dealer  for  details  and  a 
catalog.  You'll  find  him  in  the 
Yellow  Pages  under  "Safes- 
Meilink." 


Write  for  free  "3  Minute  Protection  Quiz" 
to  spot  your  danger  spots. 

MEILINK 

STEEL   SAFE    COMPANY 

Box  2567  Dept.  f  5  Toledo,  Ohio  43606 

SOUD     BY     MOST     OFFICE     EQUIPMENT    DEALERS     IN   U.    S.   AND     CANADA 


win's  earnings  improve  as  expected. 
"This  is  one  way  to  harness  the  prin- 
cipals,"  Ottmar  says.  'They  say,  'We're 
going  to  do  great  things,'  and  we  say, 
'All  right,  we'll  give  you  a  piece  of 
the  action.' 

"When  you  start,"  Ottmar  admits, 
"you  can't  be  too  choosey.  You  don't ' 
necessarily  have  the  balance  you're 
after,  and  you  take  advantage  of 
what^  available. "  Even  so,  Ottmar 
says,  Amtel  is  no  collection  of  cats 
and  dogs.  All  its  companies  are  well 
'established,  have  been  consistently 
profitable  for  years,  and  together  yield 
a  sky-high  105?i  pretax  profit  margin. 
"With  that  kind  of  base,"  Ottmar 
says,  "it  shouldn't  be  too  hard  to 
achieve  a  pretty  decent  growth  rate 
through  acquisitions  as  well  as  internal 
growth.  Besides,  we've  got  a  stock 
with  a  fairly  decent  multiple  [around 
22  currently],  which  doesn't  hurt  any." 

If  Ottmar  has  his  way,  however, 
Amtel  is  unlikely  to  end  up  any  car- 
bon-copy Textron.  "I  hope  I  can  do 
the  things  I  felt  were  done  right  at 
Textron  and  maybe  gain  by  correct- 
ing a  few  that  I  felt  weren't  done 
right."  Amtel,  in  fact,  has  already 
gone  beyond  the  Textron  limitation 
on  manufacturing.  Last  year,  it  ac- 
quired Goldfarb  Novelty  Co.,  an 
importer  of  souvenirs  and  other  nov- 
elties, and  this  spring  moved  into 
engineering  and  construction  with  the 
Litwin  acquisition.  And  Ottmar  talks 
of  moving  into  service  industries  as 
well — into  tiansportation,  say,  or  fi- 
nancial institutions. 

Something  To  Offer 

"We'll  be  careful  to  stay  away  from 
both  horizontal  and  vertical  type 
mergers,"  he  says.  "We're  working 
with  small  enough  companies  so  we 
can't  be  accused  of  superconcentration 
of  economic  power.  And  the  fact  that 
the  spotlight  is  on  the  large  companies 
may  make  acquisition  easier  for  us." 

Amtel  has  a  fair  amount  going  for 
it  as  it  is.  Whether  it  wants  to  or  not, 
because  so  much  of  its  top  manage- 
ment is  drawn  from  Textron  (see  cap- 
tion, p.  33),  it  cannot  help  cashing  in 
on  Textion's  enormous  reputation.  The 
companies  Amtel  specializes  in  ac- 
(juiring  are  available  not  because  their 
proprietors  necessarily  want  to  get  out 
but  because  the\  face  estate  problems 
or  because  the\  want  to  realize  some 
of  the  appreciation  they've  built  into 
their  businesses.  Because  Amtel  wants 
management  as  well  as  assets,  selling 
out  pennits  them  to  keep  their  jobs 
and  still  find  a  public  market  for  their 
investment.  "Think  of  the  terrific  ap- 
preciation those  people  that  sold  out 
to  Textron  for  stock  in  the  early  days 
have  had,"  Ottmar  says.  "I  think  we 
have  the  same  thing  to  offer."  ■ 
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As  one  of  the  nation's  leading  pro- 
ducers, importers  and  distributors 
of  liquors,  wines  and  cordials, 
Schenley  serves  America  with 
some  of  its  most  popular  brands  of 
alcoholic  beverages. 

Dewar's  White  Label  Blended 
Scotch  Whisky  (86.8  proof), 
Schenley  Reserve  Blended  Whis- 
key (86  proof,  65%  grain  neutral 


This  is  SCHENLEY 

spirits),  I.  W.  Harper  Straight  i 

Bourbon  Whiskey  (86  proof  and  > 
100  proof)  and  Dubonnet  Aperitif 

Wines    (product  of  the  United  i 

States )  are  among  the  many  famous  •  ' 
names  marketed  by  the  company. 

As  the  newest  and  largest  of  the 
Glen  Alden  divisions,  Schenley 
exemplifies  the  company's  concept 
of  a   growing  organization   com- 


mitted to  the  marketing  of  pack- 
aged consumer  products. 

Now,  under  new  and  dynamically 
motivated  management,  Schenley 
looks  forward  to  an  expansion  of 
its  skills  as  a  major  distiller  and 
marketer  of  alcoholic  beverages. 
Schenley  Industries,  Inc.,  1290 
Ave.  of  the  Americas,  N.Y.  10019. 

Rapid- American  executive  offices: 
711  Fifth  Ave.,  New  York  10022. 
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Economic  Nationalism,  Free-Enterprise  Style 

If  you  still  think  that  most  of  Canadian  indu  stry  is  dominated  by  U.S.  companies, 
tal(e  a  look  at  Noranda  Mines:  Canadian-owned, Canadian-run  and  proudly  Canadian 
in  style,  it  is  a  hefty  competitor  in  the  world's  natural  resource  sweepstakes. 


In  terms  of  assets  and  of  stock  mar- 
ket value,  Noranda  Mines  Ltd.  is  one 
of  tlie  world's  great  diversified  mining 
enterprises,  ranking  with  Asarco, 
Aniax,  Rio  Tinto-Zinc  (Forbes,  Dec. 
i.5,  7966')  and  Anglo  American.  But 
so  defiantK-  Canadian  in  style  and 
ownersliip  is  this  Toronto-based  com- 
pan\  that  it  is  almost  unknown  south 
of  tiie  border.  Although  it  has  nearly 
24  million  shares  outstanding,  worth 
nearh  S9()()  million,  it  is  not  listed  on 
the  New  York  or  an\  other  U.S.  stock 
exchange.  For  this  reason,  unlike  most 
Canadian  companies,  it  has  no  sub- 
stantial I'.S.  ownership,  and  a  solid 
86f  of  its  stock  is  ow  ned  b\  Canadian 
nationals.  "We're  a  Canadian  compan\ 
and  were  proud  of  it, "  Norandas  chair- 
man, lohn  R.  Bradfield  used  to  say, 
and  proceeded  to  conduct  Noranda's 
affairs  in  that  brisk,  close-mouthed, 
conserx ati\e  manner  that  Canadians 
so  much  admire.  Under  Noranda's 
new  president  and  chief  executive  of- 
ficer, Moiitical-born  Alfred  Powis,  38, 
all  this  is  beginning  to  change,  and  for 
all  its  determined  insularit\'  Noranda 
— which  is  an  acron\m  for  Northern 
Canada — is  fast  becoming  a  major 
contender  on  the  world  mining  scene. 

Until  the  mid-Fifties,  however,  Nor- 
anda was  just  another  Canadian  min- 
ing stock.  It  began  to  expand  because 
it  had  to.  The  Home  and  Waite  Amu- 
let mines  on  which  it  depended  for 
its  S2.5  million  in  revenues  and  $10 
million  in  net  profit  were  rich  but  de- 
clining. Noranda  had  to  expand  or  die. 

Todav .  15  \ears  later,  Noranda  has 
expanded  out  of  all  recognition. 
Revenues  were  S426  million  last  xear 
—up  1,600'i.  Profits  were  S52.5  mil- 
lion, up  42-5'?.  .\nd  earnings  per  share 
— which  are  after  all  the  ultimate 
test  of  growth — were  up  more  than 
30()'t.  Toda\  Noranda  is  the  world's 
largest  miner  of  zinc,  Canada's  largest 
producer  of  gold  and  the  world's 
seventh-largest  producer  of  copper.  It 
currentlv  is  moving  into  oil,  uranium, 
mol\  Ixleiumi,  potash,  aluminum  and 
forest  products. 

.Noranda's  first  major  move  was  the 
development  of  what  is  now  Canada's 
largest  copper  mine — Gaspe  Copper's 
Needle  Mountain  deposit  en  the 
Caspc  Peninsula  of  Quebec.  Gaspe 
Copper  went  into  production  in 
195.5,  to  be  followed  by  Geco  (cop- 
per, zinc,  lead,  silver,  gold)  in 
1957;  Craigmont  (coppe.)  in  1961; 
Kennedy  Lake   (iron)   in  1962;  Met- 


Raw  Youth.  Mining  compa- 
nies iend  to  be  ruled  by  old 
men,  buf  under  Alfred  Powis' 
(above)  predecessor,  John 
Bradfield,  Noranda  moved  a 
number  of  brighf  young  men 
info  key  posis,  and  when 
Bradfield  moved  up  fo  chair- 
man, Alf  Powis,  now  just  38, 
succeeded  him  as  chief  ex- 
ecutive officer.  A  McGill 
Commerce  School  graduate, 
Powis  worked  briefly  in  the 
investment  department  of 
Sun  Life  Assurance  before 
joining  Noranda  as  inter- 
nal   auditor    back    in     1955. 


tagami  Lake  and  Orchan  (zinc- 
copper)  in  1963;  Boss  Mountain 
(moKbdenum)  in  1965;  and  Brenda 
(molybdenum-copper)  later  this  year. 

In  recent  >ears  Noranda  has  even 
begun  e.xpanding  bexond  its  Canadian 
base.  Quite  apart  from  its  small  min- 
ing and  exploration  ventures  in  Aus- 
tralia and  Central  and  South  America, 
it  is  slowK  beginning  to  establish  it- 
.self  in  the  U.S.  Th(mgh  its  1966  bid 
for  control  of  Fort  Waxne's  big  Esse.x 
International  failed,  because  of  pre- 
mature disclosure,  it  subsequently  ac- 
iMired  a  small  Detroit  die-casting  op- 

..tion  (Wolverine);  a  Cleveland  alu- 
iiunum  extruiler  (Pacific  Coast);  and 
is  now  building   an   $80-million   alu- 


minum smelter  at  New  Madrid,  Mo. 

From  the  investor's  point  of  view, 
there  ss  an  interesting  thing  about 
a  Canadian  company  like  Noranda. 
At  first  glance,  its  balance  sheet  and 
cdiporate  organization  seem  almost 
hopelessly  confusing.  At  closer  glance, 
however,  it  involves  a  degree  of 
disclosure  that  few  U.S.  corporations 
practice  today. 

To  take  an  example:  To  develop  the 
$14.7-million  Geco  copper  mine,  Nor- 
anda itself  took  a  12?  interest  in  Geco, 
its  own  subsidiaries  another  17%.  Min- 
ing Coip.  of  Canada,  an  associated 
company,  which  Noranda  controlled 
through  Waite  Amulet,  took  another 
18%,  while  two  of  Mining  Corp.'s 
partially  owned  subsidiaries  took  an 
additional  4%  each.  In  the  end, 
Noranda  owiied  12%  of  Geco  directly, 
55%  indirectly. 

As  Noranda  and  its  subsidiary  and 
a.s.sociated  companies  have  prolifer- 
ated, still  other  partially  owned  sub- 
sidiary and  associated  companies 
have  come  into  being.  As  a  result,  the 
Noranda  group  now  consists  of  some 
55  separateh'  incorporated  companies 
whose  cross-holdings  are  virtually  im- 
possible to  untangle. 

Confusing?  Yes.  Secretive?  Not  real- 
ly. Since  some  16  of  these  sub- 
sidiaries produce  their  owni  annual 
reports,  the  hard-working  investor  can 
pinpoint  preciseh  the  sources  of  a 
large  portion  of  Noranda's  income  and 
revenues.  In  most  U.S.  mining  com- 
panies, he  is  lucky  if  he  can  do  much 
more  than  guess. 

In  part,  this  t\pe  of  organization 
is  a  consequence  of  the  cozy  relation- 
ship that  exists  in  the  top  level  of 
Canadian  business,  where  the  com- 
petitive urge  is  not  encouraged  to  the 
degree  it  is  in  the  U.S.  It  is  due 
to  the  fact  that  Noranda,  in  going 
so  far  so  fast,  was  chronically  short 
of  capital.  "It's  partly  a  function 
of  the  structure  of  the  mining  in- 
dustry up  here,"  Powis  explains.  "If 
you're  developing  something  .some- 
body else  has  found,  well,  they've 
probably  formed  a  companx ,  and  you 
come  in  and  finance  the  thing  in  ex- 
change for  stock. " 

These  days,  howexer,  Noranda  has 
little  difficulty  in  coping  xvith  the  cash 
problems  of  its  \arious  subsidiaries. 
The  cash  resources  of  all  of  them  are 
pooled,  and  any  companx  temporarily 
in  need  of  money  borroxvs  from  the 
pool  at  commercial  rates  of  interest. 
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Company 

Five-year 

return  on 

equity 

Latest  12- 

months  return 

on  equity 

Return  on 

total  capital 

(S-year-average) 

5-year  growth 

in  earnings  per 

share* 

Xerox 

43.6 

30.3 

22.0 

32.4% 

Avon  Products 

43.4 

38.5 

41.4 

16.4 

Heublein 

36.4 

39.5 

21.2 

15.8 

Mognavox 

33.5 

31.4 

29.2 

23.8 

Melville  Shoe 

30.5 

31.1 

18.6 

24.4 

Polaroid 

30.4 

27.9 

30.5 

35.9 

Sperry  &  Hutchinson 

29.7 

24.9 

25.2 

13.7 

Merck  &  Co. 

27.6 

27.4 

27.9 

17.8 

Eastman  Kodak 

27.2 

23.9 

26.9 

20.2 

Zenith  Radio 

24.7 

25.0 

24.9 

16.0 

'Compounded   annual    growth    rote. 

These  are  the  most  successful  companies  in  American  industry 

according  to  Forbes'  1969  Survey  of  the  500  largest  publicly  owned 
U.S.  companies. 

Profitability  and  growth  in  earnings— not  just  currently,  but  consist- 
ently over  a  period  of  years— placed  these  companies  in  the  top  ten. 

Magnavox,  for  example,  has  grown  800%  in  earnings  over  a  10-year 
period.  And  Magnavox  ranks  first,  currently,  among  all  companies  listed 
by  Forbes  in  the  electrical  and  education /leisure  product  categories. 

Is  there  any  single  characteristic  which  all  of  the  top  ten  share?  "Only 
one,"  according  to  the  editors  of  Forbes,  "but  it  is  highly  important:  Each 
of  these  companies  sells  clearly  identifiable,  branded  products  with  high 
reputations  in  their  field  .  .  .  The  products  are  backed  in  every  single  case 
by  an  image  of  quality,  the  kind  of  image  that  can  be  created  only  by 
superior  products  .  .  ." 

Product  superiority  is  exemplified  by  Magnavox,  whose  name  is  syn- 
onymous with  quality  leadership  in  its  every  field  of  endeavor— consumer, 
military  and  industrial  electronics,  furniture,  and  musical  instruments. 

A  record  of  excellence  and  a  tradition  of  success  .  .  .  these  are  the 
most  reliable  indicators  of  future  performance.  Magnavox  is  a  company 
for  the  future. 
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'Institutional  investors  know  about  I 
our  work  in  fundamental  analysis. 
What  they  don't  know  is  how  big  a  job 
we  do  in  technical  analysis!' 


"You'd  be  surprised  how  many  people  think 
Merrill  Lynch  looks  exclusively  at  fundamentals. 
Even  some  top  professional  people. 

"Of  course,  most  of  our  research  is  fundamen- 
tal. And  most  of  the  contacts  our  technical  people 
make  are  with  the  more  aggressive  institutions. 

"The  hedge  funds.  Some  of  the  growth  mutual 
funds.  The  performance-type  funds. 

"But  now  some  quite  different  types  of  insti- 
tutions have  also  started  to  take  an  interest  in  our 
technical  work. 

"Investment  advisory  companies,  for  in- 
stance. And  those  insurance  companies  just  setting 
up  funds  of  their  own. 

"Once  a  week,  now,  I  talk  to  our  Institutional 
Services  people  to  give  them  a  complete  rundown 
on  what  we  think  has  been  going  on  in  the  market. 

"It's  their  job  to  winnow  out  what  informa- 
tion might  be  useful,  and  see  that  it's  passed  on. 

"Same  goes  for  our  biweekly  technical  market 
comment.  It's  not  written  for  everybody.  It's  writ- 
ten for  our  Account  Executives  and  for  profession- 
al investors. 

"Frankly,  the  same  goes  for  most  of  the  work 
we  do. 

"We  think  the  big  size  of  our  sample  of  public 
volume  allows  us  to  take  some  unique  approaches 
to  analyzing  the  market.  That's  one  reason  we 
spend  nearly  $230,000  a  year  on  technical  work. 

"But  it  is  technical  work,  and  its  primary  val- 
ue is  to  institutions  and  the  few  really  knowledge- 
able individuals  who  understand  the  limitations,  as 
well  as  the  applications,  of  technical  work. 

"To  institutions  and  sophisticated  individ- 
uals, it  can  be  very  useful  indeed,  and  I'd  like  more 
of  them  to  know  about  it. 

"Maybe  we  ought  to  advertise." 
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Robert  J.  Farrell,  Vice  President, 
Market  Analysis  Department. 


MERRILL  LYNCH, 

PIERCE,  FENNER  &  SMITH   INC 

70    PINE   STREET,    NEW   YORK.    N,    Y     10005 
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"You  can  mobilize  the  cash  of  the 
whole  group  very  effectively  that 
way."  Powis  explains.  "If  Xoranda 
happens  to  have  a  whole  lot  of  cash 
and  Gaspe  Copper  needs  some,  there's 
no  point  in  Gaspe  going  out  and  bor- 
rowing money  from  the  banks." 

To  be  sure,  as  Xoranda  has  be- 
come increasingU  integrated,  it  has 
been  diligently  tidying  up  its  cor- 
porate structure.  Says  Powis:  "You 
have  to  be  terribh'  scrupulous  about 
what  you  do  when  there  are  other 
shareholders  involved,  and  you  have 
to  be  damned  good  and  sure  you  are 
not  using  the  money  of  those  other 
shareholders  for  Noranda's  benefit. 
When  any  potential  conflict  arises,  we 
have  tended  to  go  out  and  get  the 
rest  of  the  stock." 

But  this  integration  has  gone  only 
so  far.  Though  it  c-ontrols  both  Kerr 
Addison  (38^  owned)  and  Placer 
Development  (28%),  each  has  its 
own  independent  management,  and 
Kerr  manages  the  Joutel  (c-opper) 
and  Agnew  Lake  (uranium)  mines, 
just  as  Placer  manages  Craigmont. 
"In  my  view,  these  arrangements  add 
considerable  strength  to  the  com- 
pany," Powis  says.  "These  companies 
expose  themselves  to  opportunities  we 
have  not  exposed  ourselves  to.  One 
of  Placer's  most  successful  ventures 
is  Endako  Mines  [molybdenum].  On 
the  basis  of  our  thinking  at  the  time 
they  went  into  it,  we  wouldn't  have 
done  it,  but  it's  been  enormously  suc- 
cessful, and  so  we  have  profited  a 
great  deal." 

Conservative  Risks 

Unlike  many  mining  companies, 
Noranda  has  never  been  wedded  to 
any  particular  metal — perhaps  be- 
cause the  Home  mine  produced  cop- 
per and  gold  from  the  very  beginning. 
"We  have  a  psychological  bias  toward 
copper,"  Powis  says,  "but  we  wouldn't 
turn  down  anything  else  if  we  could 
make  money  on  it.  We  feel  we 
can  market  almost  any  basic  mine 
product  raw  material,  and  where  we 
can't,  we  take  in  partners  who  can. 
When  we  became  interested  in  po- 
tash, we  went  to  Central  Farmers 
Fertilizer,  which  had  the  marketing 
knowhow.  That's  what  we've  also 
done  in  our  two  basic  oil  ventures — 
Panarctic  Oik  [in  which  Noranda 
has  a  4.5%  interest],  a  real  flyer  but 
interesting,  and  Northern  Oil  Ex- 
plorers [in  which  Noranda  and  Gaspe 
Copper  share  a  20%  interest],  which 
we've  gone  into  with  Great  Plains 
Development,  a  subsidiary  of  Burmah 
Oil  and  Barber  Oil  in  the  U.S." 

This  kind  of  diversity  is  necessary 
in  so  risky  a  business  as  mining.  And 
the  very  risks  make  a  conservative 
approach  desirable.   "We'd  never  go 


Friend  Or  Foe?  The  shadow 
of  E.P.  Taylor's  Argus  Corp. 
has  hung  over  Noranda 
Mines  for  a  decade  now. 
Argus  has  a  dominant  (20%) 
interest  in  Hollinger  Mines, 
Ltd.,  a  $]25-milHon  (assets) 
niining  holding  company, 
which— with  its  subsidiary 
Labrador  Mining— holds  an 
1 1  %  interest  in  Noranda. 
But  in  recent  years  Hollinger 
has  not  had  so  much  as  a 
seat  on  the  Noranda  board. 
In  fact,  the  two  companies 
have  done  little  to  hide  their 
rivalry.  When  Noranda,  in 
partnership  v/ith  Mead  Corp., 
ccune  up  with  a  tender  offer 
last  January  for  British  Col- 
umbia Forest  Products,  in 
which  Argus  has  a  13.5% 
interest,  BCFP  fought  the 
fender  and  Argus  refused 
to  tender  its  shares  for 
Noranda's  package  of  cash 
and  stock.  But  the  Mead- 
Noranda  combine  nonethe- 
less acquired  58%  of  the 
stock.  Thus,  in  one  move 
Argus  lost  its  major  posi- 
tion in  BCFP  and  declined  an 
opportunity  to  increase  its 
stake  in  Noranda.  What 
were  Argus'  motives?  Nor- 
anda executives  profess  not 
to  know;  E.  P.  Taylor  as  usual 
wasn't  talking;  and  everyone 
else  in  Canadian  business 
these  days  is  still  wondering. 


into  a  mining  ventuie,"  says  Powis, 
"that  didn't  show  a  discounted  cash 
flow  of  at  least  12%  after  taxes.  But 
that  only  means  that  if  the  estimates 
are  conservative  and  in  the  right 
political  area,  you  might  take  a  chance 
on  a  12%  return,  but  you'd  like  to  have 
something  better."  He  explains  that  at 
the  moment,  though  copper,  for  in- 
stance, is  selling  for  65  cents  (Cana- 
dian) a  pound  on  the  London  Metal 
Exchange  and  48.5  cents  a  pound 
in  the  Canadian  market,  Noranda 
wouldn't  assume  that  the  long-tenn 
average  would  be  any  higher  than  36 
to  40  cents.  "If  a  project  isn't  viable  in 
that  range,"  Powis  says,  "you're  foolish 
to  commit  enormous  sums  of  capital." 
But  he  adds:  "Lord  knows,  our  errors 
have  always  been  on  the  side  of 
assuming  copper's  going  to  be  lower 
than  it  is." 

Prices  are  only  the  most  obvious 
problem.  A  few  years  ago,  for  in- 
stance, Noranda  brought  in  its  Ken- 
nedy Lake  open-pit  iron  mine  on 
Vancouver  Island,  planning  eventu- 
ally to  develop  a  second  massive 
ore  body  that  lay  beneath  it.  The 
open-pit  mine  was  a  resounding  suc- 
cess, but  the  underground  mine  had 
to  be  abandoned.  "We  blew  two  or 
three  million  dollars  trying  to  develop 
that  ore  body,"  Powis  says.  "We  ran 
into  some  problems  with  the  ore,  but 
these  could  have  been  solved.  What 
really  happened  is  that  those  im- 
mense Australian  iron-ore  mines  eli- 
minated Japan  as  a  profitable  market. 
A  new  discovery  anywhere  in  the 
world  can  change  things,  you  see. 

"In  our  business,"  Powis  says,  "It's 
very  difficult  to  plan,  because  next 
week  something  could  change  the 
whole  ball  game.  We  do  undertake  a 
sort  of  generalized  plan.  This  mine  is 
going  out,  this  one  is  coming  in.  But 
things  always  happen  to  change 
things. 

"We're  a  mining  company,"  Powis 
goes  on,  "and  our  basic  objective  is  to 
develop  mines  and  the  manufacturing 
interests  related  to  them.  But  this 
leads  you  in  rather  peculiar  directions. 
Because  we  were  big  in  copper  min- 
ing, we  went  into  the  wire  and  cable 
business.  Because  we  were  in  wire 
and  cable  we  became  large  consumers 
of  aluminum;  because  we  were  large 
consumers  of  aluminum  we  became 
interested  in  producing  aluminum 
metal."  In  much  the  same  way,  Nor- 
anda's copper  tubing  business  led  it 
into  the  plastic  tube  business,  just  as 
its  zinc  mining  operation  led  it,  on 
the  one  hand,  into  zinc  smelting  and 
zinc  die  casting  and,  on  the  other, 
into  phosphate  fertilizers  as  a  means 
of  absorbing  the  by-product  sulphuric 
acid  produced  by  the  smelter. 

The  kind  of  expanding  Noranda  is 
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will  be  to  make  space 
engines  so  efficient  that 
moon  trips  become 
commonplace. 


The  Moon: 
getting  there  i: 
half  the  probk 


Repairs  en  route  call  for  way-out 
kinds  of  welding  machines. 

And  on-board  power  sources  to  run  them. 


J 


You  get  to  the  moon  and  what  happens? 
No  taxis.  But  with  jet-propelled  outfits  like 
these,  who  needs  them? 


my  way  you  look  at  it,  the 
sa  challenge. 

kt  United  Aircraft,  we're  meeting 
lallenge:  with  strap-on  back- 
that  create  a  portable 
shere.  Bigger  systems  that  do 
ne  for  spaceships.  Fuel-cell 
plants  for  on-board  electricity 
□ter.  Cryogenic  rocket  engines, 
ickets  that  help  a  man  or 
hip  maneuver.  Electron-beam 
■s  for  space  construction 

I  ts.  Electronics  to  help  guide  lunar 

f  :raft. 
omeday,  the  moon  may 
ay  station  in  a  mammoth, 
)ased  transportation  system.  And 
3  to  build  this  ideal  system- 
noted,  efficient— is  one  of 
'poses  at  United  Aircraft, 
new  ideas  take  off. 
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WITNEY  AIRCRAFT. 
STANDARD  • 
AIRCRAFT  ■  NOROEN  • 
CHNOLOGY  CENTER  . 
IC  COVPONENTS  • 
RCRAFT  RESEARCH 
WIES-  UNITED  AIRCRAFT 
LIMITED- 


survive  in 

3ce,  even  a  lunar  St.  Bernard 
need  his  own  portable  climate 


doing  does  not  produce  tast,  <li«- 
matic  results.  But  it  does  produce 
long-tenn  ones  and  is  an  almost 
foolproof  means  of  hedging  against 
inflation.  It  is  at  bottom  a  way  of 
compoimding  profits — long  iur, — by 
reinvesting  today's  profits  in  tomor- 
row's payoff.  Take  forest  resources. 
Five  years  ago  Noranda  acquired  a 
couple  of  banknipt  Britisli  Columbian 
sawmills  and  with  them  an  enormous 
quantity  of  tinibeiland.  Noranda  then 
went  into  partnership  with  Mead 
Corp.,  to  fomi  Nortlnvood  Pulp  and 
build  a  massive  625-ton-a-day  pulp 
mill  in  British  Columbia.  The  project, 
which  cost  $55  million,  had  more 
than  its  share  of  start-up  problems. 
On  top  of  that  it  went  into  produc- 
tion at  the  very  moment  when  the 
pulp  market  collapsed.  In  two  years 
of  operation,  Xorthwood  has  lost 
nearly  $20  million,  shared  equally  b>' 
the  partners  but  Powis  expects  it  to 
mo\e  into  the  black  this  year  and 
begin  making  money  "in  a  pretty 
significant  way"  in  1970.  "Long 
tenn,"  he  says,  "I  think  it's  going  to 
be  a  real  winner." 

Building  on  this,  last  January,  at  a 
cost  of  $30  million  in  stock  and  cash, 
Noranda  joined  with  Mead  in  acquir- 
ing a  58'l  interest  in  British  Columbia 
Forest  Products.  "It  seemed  a  logical 
way  to  round  out  our  forest  holdings," 
Powis  says.  It  does  indeed.  BCFP's 
newest  venture  is  a  pulp  mill  in  the 
Peace  River  region  of  British  Colum- 
bia, on  lands  that  adjoin  Noranda's 
timber  holdings. 

Another  major  project  is  Noranda's 
$86-million  Central  Canada  Potash 
project  which  will  go  into  production 


ihis  summer.  Short-tenn,  CCP's  pros- 
pects are  terrible.  With  muriate  of 
potash  selling  at  $12  a  ton,  most 
producers  can  barely  meet  their  out- 
of-pocket  operating  costs.  Thanks  to 
its  partnership  with  Chicago's  Central 
Famiers  Fertilizer  Co.,  Noranda  ex- 
pects to  have  no  difficulty  in  market- 
ing all  of  its  1.5-million-ton-a-year 
production.  Because  of  its  unusually 
liigh-grade  ore,  it  will  be  able  to  do 
so  at  a  modest  profit.  Again,  the  pros- 
pects are  long-term.  Again  the  patient 
compounding  of  today's  cash. 

Noranda  faces  different  ri.sks  in  the 
third  major  venture  it  has  undertaken 
in  recent  yeans — the  acquisition  of  a 
$50-million,  51%  interest  in  ailing 
Brunswick  Mining  &  Smelting. 
Launched  five  years  ago  by  a  group  of 
Canada's  top  industrialists,  Brunswick 
was  conceived  as  the  nucleus  of  a 
$200-million  lead,  zinc,  iron,  steel  and 
fertilizer  complex.  Brunswick's  mine 
(lead,  zinc,  copper  and  silver)  was  a 
moneymaker,  but  costs  reeled  out  of 
control  in  both  the  zinc  smelter  and 
sulphuric  acid  plant.  The  $38-million 
smelter  cost  $90  million,  and  Bruns- 
wick could  no  longer  support  its 
enormous  ($95  million)  debt  load. 
A  year  ago,  Noranda  moved  in  to 
provide  both  management  and  money. 
Brunswick  lost  a  total  of  $14.2  million 
in  1967  and  1968.  Powis  expects  it 
to  at  least  break  even  on  a  cash  basis 
this  year  and  possibly  even  show  a 
slight  profit.  If  Noranda  succeeds  in 
putting  BiTjnswick  on  its  feet,  it  will 
have  picked  up  its  51%  interest  at 
bargain  prices,  and,  since  its  $50- 
million  investment  is  secured  by  a 
mortgage  on  the  mine,   it  will  have 


done  so  with  surprisingly  little  risk. 

And  these  are  not  the  only  new 
projects  that  should  begin  making 
major  contributions  to  Noranda's  prof- 
its over  the  years  ahead.  The  $60- 
million  Brenda  copper-molybdenum 
mine,  in  which  Noranda  has  a  51% 
interest,  will  go  into  production  this 
fall.  In  1970  Noranda's  $85-million, 
70,()()0-ton  aluminum  smelter  in  Mis- 
souri will  also  go  into  production, 
the  first  stage  of  what  Powis  expects 
will  eventually  become  a  far  larger 
complex  integrated  back  into  alumina 
and  bauxite.  And  by  then  Noranda 
may  well  have  decided  to  go  ahead 
with  its  Mt.  Newman  mine,  a  large 
low-grade  copper  ore  body  near  Ba- 
bine  Lake  in  British  Columbia. 

Until  recently  little  of  Noranda's 
promise  has  been  reflected  in  the 
stock  market.  But  that  too  is  chang- 
ing. Having  hovered  around  30  for 
five  years,  Noranda  hit  an  all-time 
high  of  37  last  month. 

"We  have  to  recognize,"  Powis  says, 
"that  we're  in  a  business  selling 
products  whose  prices  fluctuate  wildly 
over  a  wide  range.  Most  of  the  ven- 
tures we've  gone  into  in  recent  years 
have  exceeded  our  expectations,  not 
because  we're  smart  or  anything,  but 
simply  because  metal  prices  have 
gone  a  lot  higher  than  we  ever  ex- 
pected. Sure,  we'd  like  to  keep  our 
earnings  going  up  every  year,  but 
there  are  just  too  bloody  many  im- 
ponderables."  Which  is  just  another 
way  of  saying  that  Noranda  is  going 
to  have  its  ups  and  its  downs,  but 
that  the  ups  are  going  to  add  up,  over 
any  reasonable  period  of  time,  to  a 
good  deal  more  than  the  downs.  ■ 


THE  NORANDA  GROUP:  A  Statistical  Profile 


Though  many  of  Noranda's  satellite  companies  have  been  absorbed  into  the  parent  in  recent  years,  a  fair  number — 
including  some  of  Canada's  most  successful  mining  enterprises — are  still  publicly  owned.  Carried  on  the  books  at  $58 
million,    Noranda's    investments    in    "associated    and    other"    companies    had   a   market   value    at  yearend   of   $199   million. 


1968 

Noranda 

Noranda 

1968 

Net 

1968 

Shares 

Mines 

Mines 

Company 

Sales 

Income 

Per-share 

Change 

1968-69         Outstanding 

Direct 

Beneficial 

Where 

Products 

(mil.) 
$426.3 

(mil.) 

Earnings 

from  1967 

Price  range          (millions) 

Interest 

Interest 

Traded 

Noranda  Minos 

gold,  copper, 

$52.6 

$2.20 

+ 

6.3% 

37      - 

221/4 

23.9 





Montreal, 

Subsidiary 

zinc 

Toronto 

Aunor  Gold  Mines 

gold 

3.5 

0.5 

0.25 

+ 

25.0 

4.45     - 

2,65 

2.0 

55% 

550/0 

Toronto 

Brunswick  Mining 

zinc,  lead 
copper,  silver 

41.6 

d4.7 

dO.54 

— 

9,30     • 

4,30 

8.7 

51t 

Toronto 

Gaspe  Copper  Mines 

copper,  gold 

36.5 

9.8 

3.69 



4.9 

44     - 

40 

2.7 

98 

98 

Unlisted 

Hallnor  Mines 

gold 

1.9 

0.6 

0.31 

+ 

42.0 

43/4- 

3.00 

2,0 

96 

96 

Toronto 

Associated 

Brenda  Mines 

molybdenum, 
copper 

t 

- 

— 

— 

173/4. 

7,20 

4,2 

50 

50 

Vancouver, 
Toronto 

B.C.  Forest  Products 

forest  products 

118.7 

8.0 

197 

+ 

43.0 

41'/8 

12'/8 

3.7 

29 



Montreal, 

Kerr  Addison  Mines 

go'd,  copper,  zinc 

26.9 

6.8 

0.71 

+ 

7.6 

21  Vs- 

1478 

9.5 

38 

43 

Toronto 
Toronto 

Joutel  Copper  Mines 

copper 

4.2 

1.0 

0.21 

+ 

600.0 

l>/4- 

.67 

4.9 

24 

Toronto 

Orchan   Mines 

zinc,  copper 

11.3 

2.7 

0.44 

22.0 

43/4- 

3,00 

6.1 

45 

50 

Toronto 

Pamour  Porcupine  Mines 

Other 

gold 

3.2 

0.7 

0,15 

+ 

67.0 

3>/2- 

2,06 

5.0 

46 

46 

Toronto 

Craigmont  Mines 

copper 

16.1 

4  0 

.79 

64.0 

l2Vi- 

8I/2 
12% 
24 

5.1 

20 

32 

Toronto 

Mattagami  Lake  Mines 

zinc,  copper 

38.3 

7.3 

1.10 



34.0 

16'/4- 

6.6 

26 

52 

Toronto 

Placer  Development 

gold,  copper 

39.4 

6.9 

1,30 

— 

42.0 

381/2- 

5.4 

28 

29 

Toronto 

In  Canadian  dollari         Not  yet 

in  production,     d — ^ 

"■---irtibie 

bonds. 
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Gulf  sets  new 
revenue  &  income 
records.  Dividends 
increase  for 
16tli  straigiit  year. 


Production,  volumes  processed,  sales— 
every  category  reaches  new  highs. 

1968  was  a  very  good  year  at  Gulf 
Oil.  Sales  and  other  operating  reve- 
nues climbed  to  a  new  peak  of 
$5,595,660,000.  Earnings  rose  to 
$626,319,000,  an  increase  of  10.2% 
over  1967.  Adjusted  to  reflect  the  two- 
for-one  stock  split,  this  represents  in- 
come per  share  of  $3.02,  compared  to 
$2.74  last  year.  For  the  16th  consecu- 
tive year,  cash  dividend  increased. 

Send  for  your  free  copy  of  the  Gulf 
Annual  Report.  Write  Gulf  Oil  Corpora- 
tion, Public  Relations  Department  Sec- 
tion 23,  P.O.  Box  1166,  Pittsburgh,  Pa. 
15230, 


Gulf  Oil  Corporation    1968  Annual  Report 
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GULF  OIL  CORPORATION 


Financial  Data                                                                       1968  1967 

Income  before  Extraordinary  Items $     626,319,000  $     568,347,000 

Per  Share" $3.02  $2.74 

Net  Income $     626,319,000  $      578,287,000 

Per  Share     $3.02  $2.79 

Cash  Dividends $      290,626,000  $     259,142,000 

Per  Share   (after  stock  split) $1.40  $1.25 

Working  Capital   (current  assets 

less  current  liabilities) $1,184,370,000  -$     882,639,000 

Return  on  Average  Shareholders' 

Equity 13.7%  13.6% 

Total  Assets $7,498,277,000  "    $6,482,024,000 

Sales  and  Other  Operating 

Revenues     $5,595,660,000  $5,109,597,000 

Depreciation,  Depletion,  etc $     420,258,000  $     367,746,000 

Capital  Expenditures $1,088,525,000  $     864,852,000 

Based  on  shares  outstanding  at  the  end  of  each  year  after  giving  effect  to  the 

tv^o-for-one  stock  split  in  1968. 
-'•Restated  for  comparative  purposes. 

Operations  - 

Net  Crude  Oil,  Condensate  and  Natural 

Gas  Liquids  Produced 

(daily  average  barrels) 2,544,700  2,374,700 

Net  Natural  Gas  Produced 

(thousand  cubic  feet  per  day) 2,994,400  2,688,000 

Crude  Oil  Processed 

(daily  average  barrels) 1,394,200  1,386,600 

Refined  Products  Sold 

(daily  average  barrels) 1,396,300  1,329,?00 

Coal  Mined 

(daily  average  tons) 25,300  24,600 

Chemicals  Sold 

(daily  average  tons) 10,100  8,400 

'Includes   100%   of  volumes  of  all  subsidiaries  consolidated    (more  than   50% 
owned) . 
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Q.  White  Weld  makes  a  point 
of  seeking  out  young  companies 
and  bringing  them  to  market.  Why? 

A.  We  feel  they  offer  some  of  the 

greatest  growth  opportunities  today. 


i 


Q.  What  makes  you  decide  a  company 
has  unusual  promise? 

A.  Generally,  we  use  four  categories  to  dc 
cide  on  the  marketability  of  a  company. 
People.  Prnducts.  Prospects.  Price.  The 
first  two  are  qualitative.  That  is,  we  look 
at  the  quality  of  the  management  and  the 
competitive  position  of  the  products  in  the 
marketplace.  The  other  two  categories  are 
quantitative.  Prospects  are  obviously  what 
the  future  holds  for  the  company.  By  price 
I  mean  the  price  of  the  securities  wc  would 
offer  in  relation  to  the  company's  earnings. 
If  it's  not  a  fair  price  we're  not  interested. 

Q.  Do  you  offer  young  companies  any- 
thing special? 

A.  Imagination,  for  one  thing.  Time  after 
time  White  Weld  has  succeeded  in  coming 
up  with  effective  ?o!\::iO'i'- ■:■' 
wewerewilline  '■  'Ir;  a;-.  ;  ■ 
book  pattern?    '  ■  n,  too,  vv 


M«mb«ri  New  Vork  Stock  Cachjnge  ana  Mhcr  Drincipl)  tKCfitnf' 


with  the  issuer  after  the  offering.  We  make 
a  market  for  the  company's  stock,  dissemi- 
nate financial  information  on  the  company, 
advise  on  dividend  policy,  debt  financing 
and,  of  course,  mergers  and  acquisitions. 
As  the  leading  investment  banker  overseas. 
White  Weld  is  also  useful  to 
the  new  company  if  and  when 
it  decides  to  expand  abroad. 


Q.  How  much  do  you  charge 
for  this  type  of  service? 

A.  Unless  a  client  wants  us  to 
perform  a  specific  service,  such 
as  handling  an  acquisition  or 
arranging  financing,  it  doesn't 
cost  him  a  penny. 

Q.  Do  you  make  broad  dis- 
tributions of  initial  stock 
offerings? 

A.  All  the  time.  Through  our 


"We  look  at 
the  quality  of 
the  management. 


many  offices  here  and  abroad  we  work  w 
large  numbers  of  individual  retail  die 
as  well  as  institutional  investors.  We 
more  than  enough  retail  business  to  accc 
modate  offerings  from  within  if  we  wan 
to.  But,  for  optimum  geographic  cov 
age,  we  handle  virtually 
of  our  issues  through  la 
syndications.  White  Weld 
Ueves  it's  important  to  h 
this  facility  for  widespr 
distribution  in  today's  busii 
climate.  You  could  say  it's 
of  the  reasons  we've  becc 
one  of  the  largest  investm 
bankers  in  the  country. 

If  you  have  question.' 
your  corporate  financing, 
the  Corporate  Finance  Dep 
ment,  White,  Weld  ^  < 
20  Broad  Street,  New  Y 
N.Y.  10005.  (212)  944'4< 


Wliite,Weld  &  Co.      ^ 

lagerstcwn  Hartford  Lo»  Angotes  Minneapolis   New  Haven  Ph'.ladtlDhi<  San  Francisco  Santa  Barbara/ London  Paris  Zurich  Caracas  Geneva  Hong  Kong  • 


The  Perils  of  Little  Orphan  Bunker-Ramo 

Will  Daddy  Warbucks  Martin  marry  Orphan  Bunker-Ramo? 


The  story  of  the  Bunker-Ramo  Corp. 
and  predecessors  reads  like  an  old 
script  for  The  Pcrih  of  Pauline.  There 
is  a  gripping  series  of  near  disasters 
with  last-minute  rescues.  Traces  of 
another  old-time  folk  heroine  can  be 
found  also:  There  is  a  varied  pro- 
gression of  Daddy  Warbucks  figures, 
each  of  whom  despairingly  htmds 
Orphan  Annie  to  the  ne.\t.  Martin 
Nhirietta  is  the  current  Daddy. 

The  first  was  Western  Union,  which 
sa\ed  predecessor  company  Teleregis- 
ter  Corp.  (a  maker  of  stock  quota- 
tion boards)  from  oblivion  in  the 
1929  Crash,  the  year  of  its  found- 
ing. The  second  was  dealster  Charles 
Allen's  holding  company  Ogden, 
vhich  stepped  into  the  breach  in 
19.5.3.  As  the  stock-market  business 
picked  up  steam  in  1960,  Allen  began 
spinning  ott  Teleregister  over  the 
next  three  \ears.  Whereupon  it  en- 
countered its  first  competition  (from 
L'ltronic  Systems  and  Scantlin  Elec- 
tronics). In  need  of  electronics  know- 
how  to  counter  this  tiireat  to  its 
?lectromechanic"al  product,  it  joined 
orces  in  1964  with  newly  formed 
Bunker-Ramo  and  gave  up  its  name. 

Rigiit  away  Annie's  marriage  was 
on  the  rocks.  Bunker-Ramo  was 
Martin  Marietta  President  George 
liuiiker's  "major  event" — the  use  for  the 
S130  million  cash  hoard  he  had  built 
up  from  the  sale  of  ac(}uired  subsid- 
aries.  To  B-R  he  contributed  a  $25- 
nillion  electronics  outfit  (process  con- 
rol)  and  $20  million  in  working  cap- 
ital, while  TRW  tossed  in  a  chronic- 
alK  ill  S2.5-miIlion  computer  division 
and  near-genius  Dr.  Simon  Ramo. 

Trouble  struck  almost  immediately 

and  hard.  Losses  mounted  at  a 
staggering  rate  over  the  next  three 
years  from  S2.3  million,  to  $7..5  mil- 
lion, to  SI 2.8  million  by  1965.  B-R 
was  in  trouble  in  its  computer  effort 
ancj  in  its  process-control  machinery, 
»nd  it  waj  simultaneously  making  a 
costly  push  developing  its  leased  elec- 
tronic stock  quotation  machines. 

Then  comes  a  novel  twist.  Annie, 
ar  Pauline,  saved  herself.  One  of  B-R's 
icientists  was  Dr.  Milton  Mohr,  a  man 
with  25  patents  to  his  credit  and  a 
background  of  12  years  with  Bell 
Laboratories  and  four  years  with 
Hughes  Aircraft.  Mohr  became  chief 
executive  in  1966  and  turned  out  to 
be  a  hardnosed  businessman.  With 
decisive  cutbacks  in  his  own  former 
divisions,  computers  and  process  con- 
trol, Mohr  pulled  the  company  back 
into  the  black.   Profits  blossomed  to 
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a  respectable  $3  million  on  sales  of 
$67  million  in  1967. 

Enter  a  company  three  times  the 
size  of  B-R,  Amphenol.  Hotly  pursued 
by  Solitron  Devices,  Amphenol  "ac- 
quired" Bunker-Ramo  in  June  1968 
as  a  means  of  fending  off  takeover. 
But  Amphenol  was  no  Daddy  War- 
bucks.  Mohr  quickly  set  about  ad- 
ministering stiff  medicine  to  top- 
heavy  Amphenol.  "The  Amphenol 
corporate  staff  was  reduced  by  a  fac- 
tor of  ten,"  notes  Mohr  quietly. 
"There  were  something  like  365  men 


Forget  Me  Not.  B-R  Chairman 
Mohr  (above)  would  like  fo 
merge  wiih  Marfin  Marietta. 
But  while  MM  Chairman  Bunk- 
er is  pondering  the  matter, 
Mohr  is  trimming  the  Amphenol 
staff,  selling  off  extraneous 
operations  and  trying  to 
meld  B-R  defense  knowhow 
with  Amphenol  marketing 
and    manufacturing     strength. 


there  at  the  time;  there  are  something 
like  50  now.  The  way  I  like  to  operate 
things  is  with  smaller  groupings  of 
people  with  more  responsibility." 

What  Now,  Daddy? 

Has  Annie  finally  grown  up?  Has 
Pauline  dangled  over  her  last  cliff? 
B-R  is  now  a  corporation  in  the  $250- 
million  category  with  solid  product 
lines  in  electrical  connectors,  military 
and  commercial  di.splay  systems  and 
knitted  deep-pile  fabrics.  It  now  has 
a  sufficiently  paying  business  to  ex- 
ploit more  glamorous  Bunker-Ramo 
ventures.  It  also  has  a  strong  and 
capable  chief  executive.  In  the  comic 
strips  it  would  be  unseemly  for  Or- 
phan Annie  to  marry  Daddy  War- 
bucks,  but  that  is  what  may  happen 
in  Ikmker-Ramo's  case.  Daddy  Mar- 
tin Marietta  has  nowhere  particular 
to  go  in  building  materials,  printing 
inks  and  dyes,  which  account  for  well 
over  half  of  earnings.  It;;  defense 
and  space  operations  have  long  since 
dropped  to  a  secondary  position  in 
the  aerospace  industry.  It  needs  B-R 
computer  and  command-control  know- 
how  just  to  stay  in  tlie  missile  race. 

All  the  more  puzzling,  therefore,  was 
Martin's  October  announcement  that 
it  may  reduce  its  present  33%  in- 
terest in  B-R  by  2  million  shares  to 
21%,  presumably  to  purchase  more 
.shares  of  Harvey  Aluminum  (MM 
has  also  announced  it  is  considering 
raising  its  present  41%  interest  in 
Harvey  to  over  50%). 

Will  Daddy  Warbucks  wed  his  pro- 
tege? And  what  about  the  rival  suitor, 
Solitron,  which  still  owns  608,000 
B-R  preferred  shares  (convertible  3- 
for-1  into  the  common)  plus  an  addi- 
tional 43,000  connnon?  Well,  that's 
what  cliffhangers  are  made  of,  but  as 
Bunker-Ramo  Chairman  Mohr  puts 
the  situation:  "A  merger  between 
Bunker-Ramo  and  Martin  Marietta 
would  be  attractive  to  both  com- 
panies. They've  got  work  in  basic 
technology  which  we  don't  have;  and 
we've  got  work  in  command  and  con- 
trol and  computer-based  operations 
which  they  don't  have."  ■ 


Another  famous  moment  in  business. 


The  little  lady  perched  on  J.  P. 
Morgan's  knee  was  put  there  by  a  pub- 
licity man.  Maybe  he  felt  the  scene  called 
for  a  little  comedy  relief,  that  curious  day 
in  1933.  J.  P.  Morgan  was  appearing  be- 
fore a  Senate  fact-finding  committee 
whose  business  it  was  to  investigate  stock 
market  behavior.  Later  that  year  Congress 
would  pass  an  act  requiring  any  commer- 
cial bank  under  the  Federal  Reserve  Sjrs- 
tem  to  divest  itself  of  all  business  activ- 
ities in  the  underwriting  of  securities  . . . 
a  sweeping  change  in  the  conduct  of  Amer- 
ican business. 

Now  FORBES  Magazine  is  no  stran- 
ger,  either,  to  the  business  of  fact-finding. 
We  like  to  uncover  facts  about  ourselves 
as  well  as  others.  Last  year,  for  example, 
we  called  in  the  research  tirm  of  Erdos 
and  Morgan  to  find  out  in  what  esteem 


our  readers  hold  FORBES  Magazine  as 
compared  to  the  other  two  leading  business 
magazines  and  the  three  news  magazines. 
Erdos  and  Morgan  (no  relation  to 
J.  P.)  mailed  questionnaires  to  2000  corpo- 
rate officers  on  our  FORBES  Complimen- 
tary List,  all  of  them  in  companies  with 
assets  of  $75  million  or  over.  These  execu- 
tives were  asked  just  two  questions:  Which 
of  the  following  six  magazines  do  you  read 
regularly?  And  which  two  do  you  read 
most  thoroughly?  Here  were  the  results: 

Magazines  read  regularly 

Forbes 

Time 


Business  Week 
Fortune 


U.S.  News  &  World  Report. 
Newsweek 


-81.8% 
-56.7% 
-53.9% 
-47.5% 
-38.0% 
-31.0% 


Magazines  read  most  thoroughly 
(total  mentions) 

Forbes  

Time  


Business  Week  

U.S.  News  &  World  Report- 
Fortune  

Newsweek 


_1 


These  2000  executives  showed  by 
actual  reading  habits  that  they  pr€df< 
FORBES  to  either  of  the  two  other 
ing  business  magazines.  Or  the  three 
magazines.  Eight  out  of  ten  of  them 
FORBES  regularly.  Five  out  of  ten 
they  read  us  thoroughly. 

You'll  find,  in  fact,  that  any 
who's  big  in  business  these  days  reai 
regularly.  FORBES  readers  don't 
own  American  business.  They  run  it 

Forbes:  capitalist  tool 


The  Hot  Stock  That  Came  Back  /  f; 


Cenco  kept  picking  up  new  trends  until 
began  to  fulfill  its  early  promises. 


One  THiNC  you  have  to  give  to  Alfred 
Strelsin:  He  certainly  knows  a  good 
trend  when  he  sees  it.  Strelsin  is  the 
chairman  and  dominating  influence 
at  Chicago's  little  Cenco  Instruments 
Corp. 

Cenco  has  long  made  instruments 
used  in  teaching  the  sciences.  When 
Sputnik  came  along  in  1957,  Cenco 
became  ver\'  fashionable.  Sputnik 
made  Americans  aware  thaL  Russians 
weren't  necessarily  dumb.  It  made 
science  and  education  spending  an 
investment.  Little  Cenco's  sales  soared: 
SI5  million  in  1957;  $21  million 
in  1959;  $29  million  in  1961.  Its  stock 
soared,  too;  it  was  3  in  1958,  43  in 
1961. 

But  hot  stocks  have  a  way  of  cool- 
ing oif.  Cenco  slumped  from  there 
to  14  during  the  stock  market  crackup 
of  1962.  As  the  Vietnam  war  got 
hotter,  education  money  got  scarcer. 
Cenco  continued  to  grow  and  its  stock 
recovered,  but  at  a  much  slower  pace, 
and  its  price/earnings  ratio  slipped 
from  60  in  1961  to  a  current  33. 
That's  not  bad,  but  it  isn't  spectacular. 

Is  Al  Strelsin,  a  71 -year-old  former 
advertising  man,  subway  builder,  and 
>ou  name  it,  discouraged?  Not  at 
all.    With    e<lucati()n    temporarily   out 


of  style,  he  decided  health  would  be 
in.  "Health,"  he  told  Forbes,  "is  now 
our  major  business. " 

Where  the  Action  Is 

"\Ve  got  into  hospital  supplies 
in  1962  when  it  seemed  certain  that 
Medicare  was  coming.  Now  we're 
moving  further  into  the  health  field." 
In  the  last  year,  Cenco  has  acquired 
three  hospitals,  eight  nursing  homes 
and  a  maker  of  hospital  beds  and 
furniture,  and  has  agreed  to  build  and 
manage  two  other  hospitals  with  an 
option  to  buy  in.  Strelsin  went  on: 
"We  have  two  hospitals  [in  the  Los 
Angeles  area]  within  75  miles  of  a 
big,  public  ho.spital.  We  sell  our  beds 
$3  a  day  cheaper.  They  don't  pay 
taxes,  we  do.  We  make  twice  as  much 
as  they  lose." 

What's  the  difference?  "The  waste 
and  pilferage  in  public  hospitals  is 
unbelievable,"  says  Strelsin.  "Most  of 
them  are  run  by  people  who  want  to  do 
it  between  4:30  and  a  quarter  to  five." 

As  a  kind  of  hedge,  Strelsin  has  put 
Cenco  into  another  currently  hot  area: 
water  pollution  abatement.  This  ac- 
counts for  about  4%  of  Cenco's  sales, 
but  certainly  adds  to  the  growth  ap- 
peal of  Cenco's  business.  Cenco  builds 


systems  for  neutralizing  industrial  pol- 
lutants and  supplies  chemicals  for  the 
systems. 

Education?  Strelsin  isn't  giving  up 
on  it.  He  has  expanded  his  education 
business  into  caps  and  govras  and 
gymnasium  equipment.  "In  most  cases, 
our  salesmen  can  sell  these  things 
too,"  he  says.  "When  the  Vietnam 
war  ends,  the  Government  will  blow 
the  lid  off  education  spending  and 
we'll  be  ready." 

So  that  leaves  Cenco  firmly  in  what 
looks  like  three  growth  fields:  educa- 
tion, health  and  pollution  control.  For 
all  of  this  glamour,  however,  Cenco 
still  is  a  small  company:  Fiscal  1968 
net  profits  were  $5.8  million;  and  net 
per  share  in  the  year  ended  last  month 
(an  estimated  $1.80)  is  lower  than 
two  years  before.  Only  in  the  stock 
market  is  it  a  fairly  big  company.  Its 
common  and  convertible  securities 
have  a  market  value  of  nearly  $250 
million.  Al  Strelsin  has  a  sound  idea  in 
following  the  trend  of  public  govern- 
ment expenditures.  But  he's  71.  That 
doesn't  give  him  forever  to  convert 
his  concepts  into  cash  and  to  prove 
that  his  company  is  really  worth  as 
much  as  the  stock  market  currently 
says  it  is.  ■ 


'tr^ti  annuunif merit  u  nttther  an  ufjer  to  setl.  nor  a  solicitation  of  offers  to  buy.  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which 

hate  hem  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities.  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey. 

Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 


NEW  ISSUE 


April  ^,  1969 


450,000  Units 


The  Mortgage  Investment  Group 

2,250,000  Shares  of  Beneficial  Interest 
with  Warrants  to  Purchase  450,000  Shares  of  Beneficial  Interest 

These  securities  arc  offered  in  Units,  each  consisting  of  five  Shares  of  Beneficial  Interest,  $1.00  pi>r 
value,  and  one  Warrant  attached  to  purchase  one  additional   Share  at  a  price  of  $20  per  Share. 


Price  $100  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  under- 
signed  and  others  as  may  lawfully  offer  these  securities  in  this  State. 

New  York  Securities  Co. 
Dean  Witter  &  Co.     Paribas  Corporation      Bache  &  Co.      Bear,  Stearns  &  Co.      Dominick  &  Dominick, 

Incorporjicd  Incorporated  Incorporated 

FrancisI.duPont,A.C.  Allyn,Inc.    Equitable  Securities,  Morton  &  Co.  Goodbody&Co.   Hallgarten  &  Co. 

Incorporated 

Ladenburg,  Thalmann  &  Co.  F.  S.  Moseley  &  Co.  L.  F.  Rothschild  &  Co. 


W.  E.  Hutton  &  Co. 


Shearson,  Hammill  &  Co. 

Incorporjicd 


Shields  &  Company       F.  S.  Smithers  &  Co.       Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

Arnhold  and  S.  Bleichroeder,  Inc. 
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We're  goinji 

to  great  lengthi 

to  give  yoi 

better  servio 


Quarter-mile  lengths. 

That's  how  we're  laying  rail  these  days:  in  qui 
ter-mile  welded  "ribbons"  instead  of  the  us 
39-ft.  sections.  This  innovation  means  smooth) 
more  reliable  track,  able  to  carry  our  bigl 
freight  cars  and  heavier  loads.  Which,  in  til 
mean  greater  economy,  dependability  and  sp| 
for  your  shipments.  That's  why  we've  already! 
down  more  than  2500  miles  of  ribbon  rail 
we're  still  going. 

Innovations  like  this  are  good  news  for  s] 
pers  and  consumers  alike.  They  help 
squeeze  the  waste  out  of  distribution.    /tcIk 
Southern  Railway  System,  Washing-    ^^^'"^ 
ton,  D.C. 


LOOK  AHEAO  LC  ] 
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Where  will 
Flintkote  be  when 

the  housing 
boom  hits 
next  year? 


Here 

Flintkote  asbestos 

cement  boards. 

One  of  ttie  ways  we 

can  help  you  build 

a  wall. 

Here 

Flintkote  portland 

cements  for 

manufacturing 

concrete  products. 


Here 

Flintkote  water- 
proofing and 
dampproofing 
products  for 
masonry  and 
concrete  above  and 
below  the  ground. 


Here 


Here 


Flintkote  roof 

insulation.  Just  one 

item  from  a  large 

family  of  roofing 

products. 


Here 

Flintkote  drop-in 

ceiling  panels.  One 

of  a  long  list  of 

ceiling  products 

we  make. 


Here 

Flintkote  Peel  & 
Stick  floor  tile. 
We  developed  this 
product  for  an 
ever-expanding 
market. 


Flintkote  paper- 
board.  We  make 
specialty  types 
to  order. 


Here 

Flintkote  gypsum 

wallboard.  For 

interior  wall 

systems. 


Here 

Flintkote  steel  stud 

partitions.  Anew 

trend  in  wall 

construction. 


Here 

Flintkote 

Orangeburg® 

pipe.  We  also  make 

asbestos-cement, 

fibre  and  plastic 

pipe  products. 


Here 

Flintkote  asphalt 

shingles  in  dozens 

of  colors  and 

styles. 


Here 

Flintkote  shingle 
backer  board.  For 
sidings  of  all  types. 


Here 

Flintkote  sound 

deadening  board. 

We  make  all  kinds 

of  insulation 

products. 


Here 

Limestone 

products  and  lime 

for  masonry  and 

plaster. 


Here 

Flintkote 

vinyl-asbestos  floor 

tile.  Take  your  pick 

from  dozens  of 

styles  and  colors. 


Here 

Flintkote's  famous 
brands  of  Portland 

cements— 
Calaveras  (Calif.), 
Diamond  (Ohio), 
Glens  Falls  (N.Y.), 
and  Kosmos  (Ky.). 


Here 


Flintkote  ready- 
mixed  concrete. 
For  house 
foundations,  floors 

and  general 
construction  use. 


Here 

Flintkote  masonry 

cement  for  use  in 

stone  and  stucco 

work. 


Flintkote  acrylic 

decorative 

coatings.  For  tennis 

courts,  patios  and 

similar  surfaces. 


Here 


Flintkote 

aluminum  paint. 

A  special  coating 

for  roof  and  metal 

protection. 


Flintkote  nailer 
studs.  Just  one  of 

the  many  light 

gauge  metal 

products  we  make. 


Flintkotecushioned 

sheet  vinyl 

flooring.  For 

homes,  offices, 

hospitals  and 

schools. 


Many  estimates  say  that  the  building  rate  will  reach  2  million 
starts  next  year.  And,  as  you  can  se«,  we'll  be  all  over  the  lot. 
Because  our  products  are  used  in  every  liind  of  building  project. 

So  we're  going  to  be  ready  to  take  advantage  of  the  building 
boom  when  it  comes. 

And  come  it  must.  The  backlog  of  demand  looks  like  it  will 
make  1970  a  record  year.  Not  to  mention  the  estimated  300,000  sec- 


FLINTKOTE 


ond  homes  people  are  going  to  buy  before  1970 — and  the  26  million 
new  housing  units  the  1968  housing  law  Is  expected  to  generate  in 
the  next  ten  years. 

In  fact,  it  looks  like  a  company  with  a  lot  of  building  products 
is  going  to  be  doing  a  lot  of  building  itself  come  1970. 

The  Flintkote  Company,  400  Westchester  Avenue,  White 
Plains,  N.Y.  10604. 


Nobody's  got  more  products  to  build  with. 


Hercules  Unchained 

Remember  Hercules,  the  conservative,  old  Wilmington 
explosive  and  chemical  company?  Well,  take  another  look. 


Wall  Street  may  have  lost  faith  in 
the  chemical  industry:  witness  the 
decline  in  the  average  price  earnings 
ratio  from  around  25  in  196<^)  to  17 
currenth'.  The  chemical  industry, 
however,  has  not  lost  faith  in  itself: 
witness  its  continuing  high  rate  of 
spending. 

In  proportion  to  its  size,  few  have 
expanded  further  or  faster  than  Her- 
cules Inc.  of  Wilmington,  Del.  In  the 
past  four  years  it  has  lavished  S374 
million  on  new  plant  and  equipment. 
In  the  process  it  has  almost  doubled 
its  plant  account  and  run  so  far  ahead 
of  casli  flow  that  its  long-term  debt 
has  climbed  from  zero  to  §213  million. 

As  a  result,  under  President  Henry 
A.  Thouron,  Hercules  has  been  able 
to  reorient  itself  almost  completely. 
But  the  payoff  has  yet  to  come.  Its 
old  businesses  in  cellulosic  chemistry 
and  naval  stores  are  low  growth  areas. 
So  it's  committed  its  future  to  olefin 
and  poKester  chemistr\. 

Its  past  efforts — about  30!I  of  the 
§374  million — have  been  toward  ex- 
pansion in  the  poKpropylene  plastics, 
films  and  fibers.  Hercules  started 
experimenting  with  poKolefiiis  in 
the  early  Fifties,  hoping  to  bring  on 
the  market  a  synthetic  material  in 
which  it  had  a  special  market  advan- 
tage. In  19.58  its  first  polypropylene 
(a  poK olefin  derivative)  plant  went 
into  operation.  Hercules'  process  al- 
lows it  to  shift  within  the  same  plant 
from  production  of  high-density  poly- 
eth> lene  to  poKpropylene.  This  means 
that  if  the  high-density  polyethylene 
growth  rate  starts  to  flatten,  Hercules 
is  able  to  su  itch  into  polypropylene  as 
that  market  increases.  The  newer 
product  poKpropylene  not  only  has 
a  faster  projected  growth,  but  could 
pass  polyethylene  in  total  consump- 
tion in  the  late  1970s. 

"But  the  company's  progress  in  de- 
veloping, virtually  from  scratch,  a 
poKprop\lene  market  has  often  been 
rockv'.  Polypropylene  has  innumerable 
potential  uses,  but,  says  Thouron,  "It 
takes  a  million  dollars  of  research  to 
get  into  a  specific  area  of  poKpropy- 
lene." Hercules  has  been  most  success- 
ful in  its  efforts  with  polypropylene 
resins,  its  oldest  polypropylene  prod- 
uct. But  the  real  profits  in  polypropy- 
lene films,  used  in  packaging,  and  in, 
perhaps  the  most  promising  field  of  all, 
polypropylene  fibers,  are  still  in  the 
future.  "We're  still  in  the  beginning 
stage  of  what  we  hope  to  do  with 
polypropylene   fibers,"   admits   Chair- 
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man  of  the  Board  Elmer  F.  Hinner, 
who  serves  under  chief  executive 
Thouron.  Herculon  fiber,  Hinner 
points  out,  is  already  well  known  to 
the  public  through  its  use  in  carpets. 


Tough  Product.  President 
Thouron  (above)  may  not 
be  able  to  convince  the 
Detroit  Red  Wings  (below) 
to  skafe  on  plastic,  but 
the  •  rink's  wallboards  are 
made     of     Hercules     plastic. 


Next,  Hercules  intends  to  bring  out 
another  polypropylene  fiber  as  a  knit- 
wear substitute,  thereby  lainiching 
polypropylene  into  the  highly  com- 
petitive synthetic  apparel  market. 

Along  with  polypropylene,  Her- 
cules has  put  ecjual  emphasis  on  ex- 
pansion in  dimethyl  terephthalate 
(DMT),  the  chemical  base  for  poly- 
ester fibers.  Like  the  polypropylene 
process,  the  DMT  chemical  process 
was  developed  in  the  Fifties.  Pre- 
ferring to  participate  in  the  polyester 
market  mainly  as  a  supplier  to  end- 
product  producers  (including  its 
Wilmington  neighbor  E.l.  du  Pont  de 
Nemours),  Hercules  has  built  three 
new  DMT  plants  since  1964,  includ- 
ing its  newest  Wilmington  one.  Her- 
cules now  has  only  one  significant 
competitor  in  this  field,  Amoco  Chem- 
icals Corp. 

Promising  Promises 

Hercules'  new  projects  began  to 
hurt  earnings  more  than  help  them  in 
1967.  Earnings  went  down  13%  to 
$46.7  million,  or  $2.37  a  .share.  Half 
of  the  drop,  says  Thouron,  was  due 
to  start-up  costs  and  higher  interest 
expenses;  the  rest  to  the  slackening  of 
demand  that  altected  the  whole  indus- 
try. For  all  of  this,  Hercules  remains 
a  highly  profitable  company.  In  1968 
its  earnings  of  $2.69  a  share  almost 
regained  1966  levels.  Its  return  on 
ecjnity  was  15%  in  1968.  And  it  is 
among  the  top  U.S.  chemical  com- 
panies listed  in  the  Forbks  Annual 
Report  on  American  Industry  in  five- 
year  earnings  growth  and  return  on 
equity. 

This  excellent  showing  is  the  more 
impressive  when  you  consider  that 
most  of  the  benefits  from  the  recent 
capital  spending  are  still  in  the  future. 
This  year,  claims  Thouron,  stockhold- 
ers will  only  receive  25%  of  the  per- 
share  benefits.  The  real  benefits  will 
start  in  1970. 

Thouron  al.so  speaks,  somewhat 
vaguely  to  be  sure,  of  expansion  into 
totally  unrelated  areas,  such  as  rec- 
reation. Maybe  this  is  just  talk,  but 
it's  significant  talk.  A  few  years  ago 
no  Hercules  boss  would  have  even 
mentioned  such  things.  After  all,  Her- 
cules only  four  months  ago  took  on 
its  first  two  outside  board  members 
after  56  years  of  a  totally  inside 
board,  and  not  until  1965  did  it 
a.s.sume  its  first  debt. 

Far  from  slowing  the  pace,  mean- 
while, Thouron  claims  that  Hercules' 
capital  stmcture  can  bear  spending 
another  $100  million  a  year.  Already, 
Hercules  is  planning  a  second  round 
of  capital  expenditures  of  about  half 
a  billion  dollars  that  will  take  it 
through  the  mid-1970s,  a 
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Faces  Behind  the 


Edwin  H.  Goff 


Critics  Beware! 

Of  all  the  Faces  behind  all  the 
Figures  in  U.S.  industry  today,  few 
are  more  significant  than  U.S.  Steel 
Corp.'s  Fdwin  H.  Gott.  Chairman 
and  chief  executive  officer  since 
Feb.  1,  1969,  Gott  has  the  respon- 
sibility for  proving  that  mammoth 
U.S.  Steel  (assets,  $6.3  billion) 
isn't  too  big  for  its  owti  good  and 
that  its  348,525  million  stock- 
holders will  yet  get  some  kind  of  a 
return  on  the  $1.8  billion  that 
"The  Corporation"  has  poured  into 
plant  and  equipment  in  the  past 
three  years. 

Forbes'  Robert  Flaherty  managed 
to  snatch  a  candid  conversation 
with  Gott  last  month  in  a  chartered 
DC-9  flying  back  to  Manhattan 
from  a  press  preview  of  U.S.  Steel's 
new  continuous-casting  machine  in 
Gary,  Indiana.  Flaherty  asked  some 


interesting  and  direct  questions. 
Gott  gave  some  interesting  and 
frank  answers. 

Forbes:  Mr.  Gott,  wht's  struck 
you  most  about  the  top  job  at  U.S. 
Steel? 

Gott:  That  with  all  our  re- 
sources, in  money,  in  people,  in 
technology,  in  plant,  we  can  do  any 
number  of  things.  Any  number. 
Whether  we  will  be  successful  or 
not  will  depend  on  whether  we 
pick  the  right  things  to  do  first. 

Forbes:  Talking  about  choices, 
Mr.  Gott,  well,  frankly,  U.S.  Steel 
hasn't  had  much  to  show  for  the 
billions  of  dollars  of  stockholders' 
money  it  spent  over  the  past 
decade.  Why,  earnings  are  lower 
after  the  spending  than  they  were 
before,  down  from  $7.33  in  1957 
to  $4.69  in  1968. 

Gott:  Give  us  a  chance.  Of  the 
$1.8  billion  we  spent  over  the  last 
three  years  we're  only  realizing  the 
benefits  from  $800  million.  Steel 
equipment  takes  a  long  time  to  in- 
stall, to  break  in;  green  crews  make 
mistakes.  Meanwhile,  you  take  a 
beating.  A  perfect  example  is  our 
new  84-inch  hot-strip  mill  in  Gary. 
It  broke  the  world's  production 
record  twice,  but  not  on  a  regular 
basis.  Until  it's  working  like  that 
regularly,  day  in  and  day  out,  we 
won't  get  the  return  we  expect.  But 
we'll  get  it.  This  is  our  problem. 

Forbes:  A  lot  of  very  sensible 
people  think  you  will  never  get  a 
good  return  on  the  money  you  pour 
into  steel.  It's  an  industry  growing 
at  only  an  annual  rate  of  under  3% 
and  hemmed  in  by  foreign  imports. 

Gott:  We  know  that  we  must 
get  into  other  materials  to  boost 
our  growth  rate.  The  thing  is  that 
we  already  have  done  this  on  a 
scale  that  few  people  appreciate. 
Why,  our  chemical  business  is 
growing  at  a  rate  of  10%  a  year. 
We're  starting  to  sell  more  iron  ore 
to  outsiders.  The  same  with  coal: 
Last  year  we  sold  1  million  tons 
outside  and  we're  going  to  sell  a 
hell  of  a  lot  more  in  the  future.  For 
years  we've  had  a  strong  raw-ma- 
terials position.  Now  we  intend  to 
exploit  it. 

This  is  only  part  of  the  picture. 
We're  in  real  estate  [developing 
800  acres  near  Los  Angeles,  erect- 
ing buildings  in  New  York  and 
Pittsburgh  and  making  mortgage 
and  construction  loans].  I'll  bet 
>'ou  didn't  know  that  we  were  the 


fourth-largest  coal  company  and 
the  second-largest  cement  com- 
pany [through  U.S.  Steel's  Uni- 
versal Atlas  Cement  Division  and 
subsidiary  Bahama  Cement  Co.]. 
That  we're  second  in  titanium. 
That  we  are  searching  for  nickel  in 
Indonesia.  That  we  are  building  a 
forest  products  plant  with  U.S. 
Plywood-Champion  in  Alabama. 

We're  getting  into  end  products 
more.  Aluminum  siding.  Fertilizer. 
We  have  five  plastic  plants  and 
an  addition  on  the  way.  In  plastics, 
for  example,  we  now  make  all  of 
Sears,  Roebuck's  rubbish  containers. 

Forbes:  Getting  back  to  steel, 
what  about  the  import  threat? 
Especially  the  Japanese? 

Gott:  I  think  there  will  be  leg- 
islation. There  will  have  to  be.  We 
have  a  lot  of  support  for  this  in  the 
House  and  in  the  Senate.  Right  now 
the  State  Department  has  worked 
out  some  voluntary  controls.  If 
they  don't  work,  there  will  be  de- 
mands for  stronger  action.  Frankly, 
I  don't  think  the  voluntary  controls 
will  work. 

Forbes:  Mr.  Gott,  you're  run- 
ning counter  to  the  whole  trend  to- 
ward free  trade,  a  trend  that  is  very 
important  to  American  companies 
that  want  to  sell  things  to  foreign 
countries. 

Gott:  Free  trade  is  a  myth  so 
far  as  steel  is  concerned.  How  can 
they  talk  of  free  trade  when  we 
couldn't  get  a  single  ton  of  steel 
vmloaded  in  Japan  no  matter  what 
our  prices  were.  They  sell  steel  in 
Japan  at  a  high  price.  But  they 
ship  it  into  the  U.S.  at  any  price 
they  need  to  take  a  market  share. 

Forbes:  All  that  capital  spend- 
ing. Won't  it  enable  you  to  meet 
the  Japanese  threat  through  lower 
costs? 

Gott:  Impossible.  Even  now 
they  have  a  higher  physical  labor 
content  in  a  ton  of  steel  than  we 
have,  but  no  amount  of  capital 
spending  can  offset  the  tremen- 
dous differences  in  wage  rates.  I 
see  no  way  of  narrowing  the 
wage/cost  gap  any  time  soon. 

Forbes:  Summing  up,  taking  all 
these  things  together,  are  you  op- 
timistic or  pessimistic  about  better 
earnings  in  the  near  future? 

Gott:  I  won't  predict  earnings. 
All  I  will  say  is  this:  Don't  under- 
estimate The  Corporation.  I  prom- 
ise you  this:  We're  going  to  sur- 
prise a  lot  of  our  critics.  ■ 
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Hein  I.  Koo/sbergen 


Shale  Set  Back? 

"I  don't  think  Alaska  is  going  to 
aflect  the  prospects  for  oil  shale 
a  bit,  says  President  Hein  1. 
Koolsbergen  of  The  Oil  Shale 
Corp.  about  the  recent  discoveries 
of  oil  in  Alaska.  Ever  since 
Tosco  developed  its  process  for 
extracting  oil  from  the  rich  oil 
lands  it  owtis  in  Colorado,  Kools- 
bergen  has  insisted  that  commer- 
cial oil  produced  from  oil  shale  is 
a  thing  of  the  very  near  future. 
Before  the  Alaskan  disco\ery, 
Koolsbergen  convinced  two  im- 
pressive firms,  Cle\eland-Cliifs  Iron 
Co.  and  Standard  Oil  of  Ohio,  that 
he  was  right,  and  the  three  formed 
a  partnersliip. 

But  the  group's  newest  partner, 
Atlantic  Richfield,  is  the  most  im- 
pressive of  all.  Arco  ( which  will 
soon  merge  with  Sinclair)  is  the 
big  winner  in  Alaskan  oil.  Despite 
that,  in  earl>-  March  Arco  agreed  to 
be  the  operating  company  in  the 
new  venture.  "The  fact  that  they 
bought  into  this  project  with  $24 
million,"  sa\s  Koolsbergen,  "after 
they  knew  what  they  had  in  Alaska 
is  pretty  significant  to  me. " 

Koolsbergen  particularly  scoffs 
at  petroleum  experts  who  suggest 
oil  shale  prospects  are  dimmer  be- 
cause of  the  great  Alaskan  find.  In 
fact,  he  scoffs  at  experts.  "You  use 
the     word     authorities,"     he     told 


Forbes  acidly.  "I'm  so  tired  of 
authorities  in  any  field.  I'm  only 
interested  in  profits.  Most  authori- 
ties bore  the  hell  out  of  me,  and 
most  are  wrong."  But  it  doesn't 
take  an  authority  to  surmise  that 
the  big  new  discovery  of  U.S.  oil 
could  set  oil  shale  development 
back  for  years.  ■ 

Ford's  Hot  Seat 

In  Detroit,  all  eyes  are  on  Ford's 
.Maverick,  the  first  of  the  new  U.S. 
compacts  aimed  at  stemming  the 
foreign  car  invasion.  But  at  Ford 
Motor  Co.  itself,  it's  likely  that 
Matthew  S.  McLaughlin  is  receiv- 
ing just  as  much  attention.  Mc- 
Laughlin, the  third  general  man- 
ager of  the  Lincoln-Mercury  divi- 
sion in  four  years,  is  in  Ford's  hot 
seat.  He  was  put  there  just  a  year 
ago  by  Ford  President  Semon 
Knudsen,  who  wants  McLaughlin  to 
cure  Ford's  perennial  problems  in 
the  medium-  and  upper-price  brack- 
ets. Among  the  13  U.S.  nam?plates. 
Mercury  is  only  eighth  in  sales, 
well  behind  Pontiac,  Buick,  Olds- 
mobile  and  Dodge.  And  Lincoln  is 
12th,  well  behind  Cadillac. 

Last  year,  382,000  Mercurys  and 
62,000  '  Lincolns  were  .sold,  $1.5 
billion  worth  not  counting  spare 
parts.  Because  these  medium-  and 
high-priced  cars  are  more  profitable 
than  low-priced  ones.  Ford  must 
improve  L-M  sales  to  increase  its 
over-all  profitability,  which  now 
lags  behind  that  of  both  General 
Motors  and  Chrysler. 

McLaughlin,  who  at  51  has  spent 
23  yeaVs  with  Ford,  thinks  Lincoln- 
Mercury  is  well  on  its  way.  "Our 


sales  for  the  first  half  of  model  year 
1969  are  up  19%  over  1967,  which 
itself  was  a  record,"  he  says.  "And 
our  biggest  increases  are  in  the  big 
Mercury  and  the  Lincoln  Continen- 
tal, where  we  have  the  Marquis 
and  the  Mark  III,  both  entirely  new 
models."  Even  so,  combined  Lin- 
coln-Mercury sales  are  only  4.7% 
of  the  total  market,  compared  with 
9.1%  for  Pontiac,  5.7%  for  Dodge, 
7%  for  Oldsmobile  and  8.1%  for 
Buick. 

One  problem  for  McLaughlin  is 
owner  loyalty;  60%  to  80%  of  car 
owners  choose  the  same  make 
when  they  buy  dgain,  so  the  big- 
gest-selhng  brands  already  have  a 
leg  up  on  the  brands  with  small 
market  shares.  Says  McLaughfin: 
"If  you  put  our  cars  side  by  side 
with  the  competition's,  chances  are 
just  as  many  people  will  choose  a 
Lincoln-Mercury  product  as  not. 
Our  problem  is  that  not  enough 
people  get  to  see  our  cars.  We  need 
more  exposure."  To  get  it,  the 
division  has  enlarged  its  displays 
at  auto  shows,  increased  sales  to 
leasing  companies  and  increased 
the  number  of  rental  and  leasing 
cars  at  Lincoln-Mercury  dealer- 
ships. And  McLaughlin  is  burning 
up  the  airlanes,  making  speeches 
and  appearances  among  groups  he 
thinks  should  hear  the  Lincoln- 
Mercury  message. 

It's  going  to  be  an  uphill  fight, 
because  neither  Dodge  nor  Buick- 
Oldsmobile-Pontiac  are  going  to 
make  matters  easy  for  him.  But  in- 
creasing Lincoln-Mercury's  market 
share  is  a  job  that  must  be  done  if 
Ford  is  ever  to  come  closer  to  GM's 
over-all  profitability  standard.  ■ 


Matthew  5.  McLaughlin 
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Faces  Behind  the  Figures 


William   J.   Weisz 


Dream  Deferred? 

After  eight  years  as  boss  of  St. 
Louis'  Missouri  Pacific  Railroad, 
Downing  B.  Jenks,  53,  has  now 
become  head  of  the  dream  depart- 
ment— that's  what  WiUiam  Mar- 
bury,  57,  Jenks'  predecessor  and 
still  chainnan,  always  called  the 
chief  executive  post  (Jenks  will 
hold  it  as  president)  at  MoPac's 
parent  company,  Mississippi  River 
Corp.  Mississippi  could  do  v^ath  a 
new  set  of  dreams.  In  his  years  as 
Mississippi's  boss,  Marbury  had 
propelled  Mississippi  beyond  its 
original  gas  pipeline  business  into 
oil  exploration  and  cement  and 
then  moved  into  the  big  time  by 
ac(niiring  30%  of  MoPac's  1.9  mil- 
lion shares  of  Class  A  common  and 
with  it  control  of  the  railroad. 

But  Mississippi  never  lived  up  to 
its  promise.  Jenks  did  a  commend- 
able job  of  realizing  the  MoPac's 
profit  potential,  but  Marbury  was 
never  able  to  translate  very  much 
of  the  gain  into  higher  earnings 
for  Mississippi.  MoPac's  39,731 
share  issue  of  Class  B  common, 
controlled  by  Alleghany  Corp. 
and  possessing  the  power  to  veto 
all  MoPac  security  transactions, 
blocked  him  at  every  turn.  MoPac's 


Heir  Very  Apparent 

Most  companies  have  their  heirs 
apparent  but  rarely  has  the  heir 
been  as  apparent  as  at  Motorola 
Inc.  Last  month,  the  big  (1968 
.sales:  $775  million)  electronics 
company  announced  the  appoint- 
ment of  William  J.  Weisz,  as  chief 
operating  ofiBcer  and  second-in- 
command  to  Chairman  Robert  W. 
Calvin.  The  funny  thing  is  that 
Weisz  doesn't  get  the  job  until 
1972.  Until  then,  he's  just  sort  of 
the  crown  prince.  Weisz,  42,  has 
headed  Motorola's  highly  profit- 
able Communications  division. 

Here's  the  deal:  For  now  Weisz 
becomes  executive  vice  president. 
Next  year  when  President  Elmer 
H.  Wavering  moves  up  to  vice 
chairman,  Weisz  becomes  presi- 
dent. He  then  becomes  chief  oper- 
ating officer  in  1972  when  Waver- 
ing retires. 

"It  is  kind  of  an  odd  situation 
in  industry,"  admits  Weisz,  "but 
it  makes  for  a  fine  transition  period. 
Otherwise,  you  create  rumors.  This 
gets  the  thing  out  in  the  open.  It 


makes  training  me  a  lot  easier." 

But  more  important.  Motorola's 
unusual  move  tells  all  of  its  aspiring 
executives  exactly  where  they 
stand.  Which  could  prove  valuable 
in  light  of  some  of  Motorola's  past 
executive  upheavals:  For  example, 
when  Wavering  was  made  presi- 
dent five  years  ago,  Edward  R. 
Taylor,  then  head  of  the  Con- 
sumer Products  division,  quit.  He 
obviously  thought  he  should  have 
had  the  job.  Then  last  year  C. 
Lester  Hogan  quit  as  head  of 
Motorola's  Semiconductor  division 
to  become  president  of  Fairchild 
Camera  &  Instrument  Corp.  Among 
his  complaints:  He  disliked  report- 
ing to  three  other  executives. 

The  latest  move  clears  up  any 
doubt  as  to  who  will  succeed 
whom.  Of  course,  it  does  raise 
additional  questions.  For  example, 
what  will  happen  to  the  authority 
of  Chief  Operating  Officer  Waver- 
ing now  that  Weisz  is  heir-very- 
apparent?  Time  will  tell.  And  who 
will  have  Boss  Bob  Calvin's  ear? 
Will  the  new  move  consolidate 
authority  or  simply  disperse  it?  ■ 


Class  A  was  prohibited  from  pay- 
ing dividends  of  more  than  $5  a 
share,  and  Marbury  never  could 
find  a  way  of  lifting  the  ceiling. 
He  could  not  work  out  a  merger 
with  MoPac's  Texas  &  Pacific  affili- 
ate any  more  than  he  could  with 
the  Santa  Fe.  He  was  never  able 
even  to  win  80%  control,  which 
would  have  enabled  him  to  con- 
solidate for  tax  purposes,  much  less 
gain  access  to  MoPac's  consider- 
able cash  flow.  Marbury  might 
conceivably  have  attempted  to  ne- 
gotiate the  issues  wdth  the  B  stock-  ^ 
holders,  but  he  preferred  to  press 
the  matter — unsuccessfully — in  the 
courts. 

The  result  was  that,  with 
roughly  50%  of  its  net  dependent 
on  MoPac  dividends,  Mississippi 
has  gone  virtually  nowhere  in  eight 
years.  Its  1968  earnings  were  up 
only  6.5%  from  1961's  $1.23  a 
share,  while  its  common  stock  is 
still  selling  in  the  low  20s,  only  a 
few  points  above  where  it  was  a 
decade  ago.  The  question  is:  Can 
Downing  Jenks  succeed  where 
Marbury  so  patently  failed?  As 
head  of  the  dream  department, 
Jenks  could  conceivably  dispose  of 
Mississippi's  MoPac  holdings,  on 
which    it    has    a    fat    $33-million 


capital  gain,  and  look  for  greener 
pastures.  Or,  alternatively,  he  could 
settle  down  to  some  hard-nosed 
bargaining  with  MoPac's  Class  B 
stockholders.  For  both  MoPac  and 
Mississippi,  either  course  is  clearly 
long  overdue.  ■ 
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James  P.  Giles 


Sharper  than  a  Serpent's  Tooth 

James  P.  Giles  isn't  the  first  chief 
executive  to  lose  a  job,  but  he's  one 
of  the  few  to  do  so  by  putting  a 
company  on  its  feet.  His  exit  from 
Los  Angeles'  American  Cement  Co. 
last  month  is  another  reason  why 
management  books  should  have  a 
chapter,  "Running  a  Company  Is 
More   than   Just  Making   Money." 

What  finished  Giles,  49,  a  Har- 
vard B-school  alumnus  and  18- 
year  cement  veteran,  was  a  series 
of  squabbles  over  his  seven-year 
reign.  American,  formed  in  1958 
by  merging  three  cement  compa- 
nies, had  gone  downhill  after  1959, 
when  revenues  peaked  at  $76  mil- 
lion. "We  had  nothing  but  chaos," 
complains  Giles.  "Everyone  was 
just  interested  in  his  original  com- 
pany." His  solution:  Unload  the 
deadwood,  including  13  of  the 
company's  21  board  members.  The 
results  proved  him  right.  By  1969 
sales  reached  $127  million,  profits 
jumped  69%  to  S7.4  million. 

Just  how  daring  Giles'  maneu- 
vers were  didn't  come  to  light 
until  recently,  and  then   only  be- 


cause two  more  senior  executives 
were  left  standing  by  the  wayside. 
How?  Unfortunately  for  Giles,  one 
of  those  executives,  William  T. 
Pascoe  III,  is  the  company's  larg- 
est stockholder,  controlling  some 
12%  of  American's  common  and 
preferred  stock.  Pascoe  immedi- 
ately teamed  up  with  the  com- 
pany's chairman,  Allen  L.  Chicker- 
ing,  a  San  Francisco  attorney  who 
represented  another  15%  block  of 
stock.  Chickering  had  long  grown 
weary  of  Giles'  tactics,  claiming 
he  had  fired  seven  competent  top 
executives  in  the  past.  Adding  more 
fire  to  the  already  boiling  pot, 
Giles  relieved  Chickering  of  his 
duties  as  chairman.  Holding  27%  of 
the  stock,  Chickering  and  Pascoe 
readied  for  a  proxy  fight. 

Giles,  with  few  friends  left  at 
American  and  controlling  only  3% 
of  the  company's  stock,  was  de- 
fenseless. He  resigned  knowing  full 
well  that  the  tactics  that  had 
brought  new  grouth  and  fatter 
profits  to  the  company  had  cut  too 
deep.  In  short,  he  learned  tiie  hard 
les.son  that  there's  more  to  business 
than  a  P&L  statement.  ■ 


Giving  Up  the  Good  Life 

"When  m\  fellow  directors  first 
proposed  the  idea  that  I  become 
president,  I  laughed,"  says  Alfred 
L.  Seelye.  "After  all,  I  was  living 
the  good  life  as  a  college  dean  and 
as  a  consultant." 

He  was  dean  of  the  Michigan 
State  University-  College  of  Busi- 
ness and  Graduate  School  of  Busi- 
ness Administration,  a  job  that,  to- 
gether with  his  work  as  a  consultant 
to  corporations,  brought  him  an  in- 
come of  about  $85,000  a  year.  It 
was  a  job  without  headaches,  for, 
he  says,  "I  was  my  own  boss."  The 
job  that  his  fellow  directors  at  Wol- 
verine World  Wide,  Inc.  of  Rock- 
ford,  Mich.,  were  urging  upon  him 
didn't  offer  a  dime  more  (except 
for  stock  options  and  a  sUding  man- 
agement bonus)  and  it  was  full  of 
headaches.  In  simple  fact.  Wol- 
verine was  a  company  in  trouble. 

Between  1958  and  1965  there 
was  no  stopping  Wolverine:  Its 
president,  Adolph  K.  Krause 
(whose  grandfather  helped  found 
the  company  and  whose  family 
still  is  the  major  stockholder),  put 
a  new  type  of  shoe  on  the  market. 
Hush  Puppies,  and  they  became  a 
rage.  Sales  leaped  from  $11  million 


to  $55  million  in  1965.  Earnings 
soared  from  13  cents  a  share  to 
$1.59.  Wolverine  moved  from  53rd 
to  sixth  among  U.S.  shoe  manu- 
facturers in  pairs  sold. 

There  is  such  a  thing  as  being 
too  successful.  Wolverine  couldn't 
keep  up  with  the  demanc  for  Hush 
Puppies,  so  competitors  moved  into 
the  market.  "We  now  have  at  least 
ten  competitors  where  we  once  had 
none,'*  says  Seelye.  By  1967  earn- 
ings had  fallen  by  just  about  half. 

In  1966  when  the  decline  start- 
ed, Louis  J.  Schaefer  replaced 
Krause  as  president,  but  Schaefer 
couldn't  stop  the  decline.  Though 
only  58,  he  finally  asked  the  di- 
rectors to  retire  him.  That  is  why 
they  pressed  the  presidency  on 
Seelye. 

Why  did  he  take  it  with  all  its 
headaches  since  he  already  was 
"living  the  good  life "?  Says  Seelye, 
who,  at  56,  has  spent  his  lifetime 
in  the  halls  of  academe:  "It's  a 
new  challenge. " 

Seelye  has  ideas  for  Wolverine. 
"I  think  we  ought  to  look  into 
diversification,  like  buying  a  few 
retail  shoe  chains,"  he  says.  He  also 
wants  to  spread  out  from  Hush 
Puppies    into    what    he    calls    the 


"casual  leisure  market." 

In  that  connection,  Wolverine  al- 
ready made  a  deal  with  the  French 
Olympic  ski  champion  Jean-Claude 
Killy  to  bring  out  a  line  of  $20 
to  $100rtp;e.s  ski  boots. 

It  was  a  good  life  being  a  college 
dean,  but  Seelye  is  sure  there's  a 
better  life  ahead  in  business.  ■ 


Alfred  L.  Seelye 
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The  Money  Men 


Recipe  for  Success: 

A/ways  Stay 

Fully  Invested 

Fayez  Sarofim 

"I've  always  claimed  it  took  some- 
one from  abroad  to  recognize  the 
true  potential  in  this  country." 

The  speaker  was  Fayez  Sarofim, 
who  was  bom  and  raised  in  Cairo, 
Egypt,  but  now  is  a  naturalized 
U.S.  citizen.  Sarofim,  at  41,  is  one 
of  the  U.S.'  most  successful  money 
managers.  Since  starting  his  own 
Houston-based  investment  manage- 
ment firm,  Fayez  Sarofim  &  Co., 
in  1958,  he  has  attracted  a  follow- 
ing of  over  400  clients  who  have 
entrusted  to  his  care  the  sum  of 
more  than  $1.2  billion.  That's  right, 
$1.2  billion  in  ten  years! 

At  anything  like  standard  money 


management  fees  that  means  a 
gross  income  of  maybe  $4  million 
a  year  and  a  ver\'  high  mar- 
gin of  profit.  Very  high  indeed.  To 
celebrate  passing  the  billion-dollar 
mark  in  assets  under  management 
last  May,  Sarofim  treated  his  22 
employees,  including  clerks  and 
typists,  to  an  expense-paid  vaca- 
tion in  Acapulco,  Mexico. 

Outside  the  "trade,"  Sarofim  is 
almost  unknown.  He  makes  a  fetish 
of  anonymity.  Few  in  the  Houston 
business  community  have  ever 
heard  of  him.  (Over  half  his  busi- 
ness, he  says,  comes  from  outside 
Texas.)  He  refuses  to  put  his 
firm's  name  on  the  door  of  its  of- 
fices, on  the  14th  floor  of  Houston's 
First  City  National  Bank  building. 
He  is  exceedingly  shy  about  hav- 
ing his  picture  taken.  "I  get  around 
a  lot,  to  companies  and  important 
clients,"  he  told  Forbes.  "I  prefer 
to  go  imrecognized  in  my  travels." 


He  adds  with  a  smile:  "Howard 
Hughes  started  here,  you  know." 

Fayez  Sarofim  did  agree,  though 
reluctantly,  to  talk  to  Forbes  last 
month  in  his  firm's  spacious,  art- 
littered  ofiBces.  Sarofim  is  a  lean, 
low-keyed  graduate  of  Berkeley 
and  the  Harvard  Business  School. 
From  1951  to  1958,  when  he  set 
out  on  his  own,  he  worked  as  an 
executive  assistant  at  Anderson, 
Clayton  &  Co.,  where  one  of  his 
duties  was  to  help  manage  the 
company's  employee  pension  fund. 
This  whetted  his  market  appetite. 

Sarofim  greeted  us  across  his  in- 
credibly cluttered  desk,  strewn  at 
least  a  foot  deep  with  annual  re- 
ports, company  file  folders  and 
other  financial  materials.  We  got 
right  down  to  business,  "How  did 
you  come  so  far  so  fast?"  we  asked. 

His  reply  was  intriguing.  He  at- 
tributes much  of  it  to  the  fact  that 
he  is  a  foreigner.  Where  Americans 
see  their  national  troubles  writ 
large,  a  foreigner  can  only  be 
bowled  over  bv  the  freedom  and 
affluence.  He  said,  "At  every  turn 
during  my  ten  years  in  business 
there  have  been  hoards  of  doubters 
— worried  men  preoccupied  with 
fears  of  lurking  disaster.  But  look 
what  has  really  happened,  and 
promises  to  keep  on  happening  in 
an  economy  with  so  much  vitality 
and  technological  depth — the  GNP 
has  doubled.  Corporate  profits  have 
doubled.  Dividends  have  doubled. 
And  so  on." 

Sarofim  was  not  exactly  disad- 
vantaged when  he  lived  in  Egypt 
from  his  birth  in  1928  until  he  left 
in  1946.  His  father  was  a  wealthy 
landowner  and  he  received  his 
early  education  at  the  English 
School  in  Cairo. 

But  this  background  has  not 
made  him  a  reckless  optimist.  For  a 
man  so  optimistic  in  attitudes  he  is 
surprisingly  cautious  in  actual  prac- 
tice. He  shies  away  from  over-the- 
counter  stocks  and  new  issues. 
"Who  needs  to  speculate  when  the 
stocks  of  so  many  well-established 
companies  are  so  cheap? "  he  asked. 

What  Sarofim  does  is  concen- 
trate almost  exclusively  on  Big 
Board  equities,  common  stocks  and 
convertibles.  More  important,  he 
strives  to  keep  from  building  up 
much  cash.  Sarofim,  true  to  his 
essential  long-range  optimism  about 
the  U.S.  economy,  ploughs  tlirough 
ups  and  downs  fully  invested. 
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Reynolds  is  a 
Bachelor  of  Stocks^'degree! 


That's  how  we  think  of  it  — but  call  it 
what  you  will. 

All  we  know  is  that  you  have  to 
work  like  the  devil  to  get  one. 

More  than  29  weeks  in  one  of  the 
toughest,  longest,  and  most  demand- 
ing training  programs  for  Account 
Executives  that  we  know  about  in  the 
securities  business. 

That's  //  you  get  in. 

We  purposely  limit  all  of  our 
classes  to  a  top  enrollment  of  35  — 
and  those  35  are  screened  down 
from  more  than  500  of  the  most 
highly  qualified  candidates  we  can 
find. 

College  grads  nearly  all. 

From  ex-colonels  and  fighter  pi- 
lots, to  engineers,  professors,  sales 
executives,  bank  officers. 

And  the  35  we  finally  select  come 
really  ready  to  learn  — 

About  this  business  of  stocks 
and  bonds . . . 

About  how  Reynolds  insists 
that  business  be  conducted  for 
the  benefit  of  our  customers. 

And  they  do  learn. 

They  start  out  right  on  the  firing 
line  in  some  Reynolds  office  — spend 
their  first  ten  weeks  absorbing  fun- 
damental principles  of  Securities 


Laws  and  New  York  Stock  Exchange 
Regulations;  seeing  just  how  they 
dovetail  with  the  firm's  facilities,  poli- 
cies, and  procedures  in  the  practical 
handling  of  everyday  business. 

Then  it's  on  to  New  York  for  16 
weeks  of  formal  classes  from  9  to  5  — 
plus  plenty  of  homework  each  night. 

Sixteen  weeks  covering  30  diflcr- 
ent  subjects  from  corporate  finance 
and  technical  market  analysis  to  the 
money  market  and  taxation  — from 
municipal  bonds,  underwriting,  and 
commodities,  to  mutual  funds,  margin 
accounts,  puts,  calls,  over-the-coun- 
ter markets  — you  name  it. 

These  are  the  weeks  when  they 
really  get  to  know  Reynolds  — and  we 
really  get  to  know  them. 

Because  outside  of  just  four  truly 
specialized  courses,  these  subjects 
are  all  taught  by  as  many  as  40  of 
Reynolds'  top  partners,  department 
managers  — key  people  in  every  area 
that  can  contribute  most  to  that 
"Bachelor  of  Stocks""  degree  from 
Reynolds. 

•  Finish  those  16  weeks  successfully 
and  they're  thoroughly  prepared  for 
the  stringent  examinations  required 
by  the  New  York  Stock  Exchange, 
National  Association  of  Security 


Dealers,  and  the  Chicago  Board  of 
Trade. 

And  after  that  there's  still  a  final 
three  weeks  in  the  Reynolds  office 
they're  assigned  to,  working  out  with 
the  manager  the  fine  points  of  just 
how  they  can  best  do  iheir  best  for 
Reynolds  customers. 

Currently,  we're  spending  more 
than  a  million  dollars  a  year  on  this 
program  — and  now  have  graduated 
just  over  450  Reynolds  Account 
Executives  who  thoroughly  believe 
that- 

"If  it's  good  for  our  ciisfomers, 
it's  good  for  Reynolds." 

If  you  own  stocks  — or  want  to  — 
ask  to  speak  with  one  of 
those  graduates  in  any 
Reynolds  office. 

They  won't  be  wasting 
your  tinio  — or  money. 


Reyholds  &  G). 

AIID  OTHTR  LnADIIIG  EXCilANCES 

120  BROADWAY,  NEW  YORK,  N.Y.  10005 

TEL:  (212)  558-6000 

OFFICES  COAST  TO  COAST 


San  Aiitonios 

Progressively 

Growing  Marlcet 


Electronics  . . .  Pharmaceuti- 
cals . . .  Apparel . . .  Research 
and  Development .  .  .  Aero- 
space .  .  .  Food  Processing 
.  .  .  Metal  Fabrication  .  .  . 
Science  ...  San  Antonio  is 
all  these  and  more,  covering 
a  broad  industrial  spectrum. 

San  Antonio  is  the  hub  of 
two  major  transcontinental 
interstate  arteries  with  sec- 
ond-day deliveries  to  Los 
Angeles,  Chicago  and 
Atlanta. 

More  than  800,000  people 
live  in  this  most  picturesque 
city.  Diversified  manpower  is 
available,  productive  and  co- 
operative. Plant  costs  are 
less  for  San  Antonio's  850 
manufacturers  due  to  its 
mild  year  'round  climate. 

Join  nine  of  the  nation's 
leading  corporations*  who 
located  a  facility  in  America's 
13th  largest  city  during  the 
past  year. 


*List  available  upon  request. 


huBimJIm 


Write  for  San  Antonio  Plont  I  ■  '  jtion 
Facts  on  your  letterhead  In  clm  i:.  ence 
to:  0.  W.  Sommers,  General  Manager 

Cm  Pmm  Smmm  Bs^^- 

i^^BH  ELECTRICITY  AND  NATURAL  OA8  ■». 

^Partntn  with  You  for  ditttr  Busmss' 

8AN  ANTONIO,  TEXA8  78306 


The  Money  Men 


"Look  at  the  mutual  funds  in 
the  early  part  of  this  year,"  he  said. 
"Their  casli  reserves  rose  to  almost 
10%.  But  the  market  had  already 
topped  out  two  or-  three  months 
before,  in  December.  Now  they 
were  selling  on  the  way  down. 
They  were  violating  the  great  old 
rule  of  sell  high  and  buy  low." 

"Never  cash,"  we  asked?  "Under 
no  circumstances?" 

"Oh  sure,"  Sarofim  replied.  "We 
sometimes  have  large  reserves  on 
hand  when  we  receive  a  new  ac- 
count. "You  can't  completely  com- 
mit $10  million  overnight,  or  even 
in  six  months  or  a  year."  Still  he 
sees  no  need  to  trade  in  and  out 
for  the  savings,  not  when  the  long- 
range  prospects  for  the  market  are, 
in  his  opinion,  so  overwhelmingly 
on  the  plus  side.  "The  people  who 
do  that  are  being  so  shortsighted," 
he  contended.  "And  they  often  lose 
more  money  than  they  gain." 

As  he  has  gained  clients,  Saro- 
fim's  staff  has  grown.  The  six  other 
principal  members,  with  only  one 
exception,  are'  30  or  under,  and 
half  of  those  are  Harvard  Business 
School  grads.  Sarofim,  himself, 
however,  still  makes  all  the  im- 
portant investment  decisions.  He 
insists  on  complete  discretion  with 
clients  funds,  will  show  them  no 
performance  figures  before  they 
sign  up  with  him  ("We  just  aren't 
interested  in  keeping  figures  like 
that")  and  only  grudgingly  does  he 
issue  quarterly  statements  to  his 
clients. 

So,  we  asked,  what  stocks  are 
you  buying?  He  dodged.  "The 
question  of  investing  in  equities 
is  not  so  much  what  you  buy,  but 
when  you  buy  it  and  in  what  quan- 
tities. "I  could  give  the  same  buy 
list  of  20  stocks  to  two  different 
people,"  he  explained,  "and  one 
might  end  up  with  20  gainers  and 
another  with  20  losers." 

Sarofim's  own  buy  list,  he  re- 
vealed after  some  prodding,  in- 
cludes about  80  stocks  at  any  given 
time.  He  uses  no  computer  to 
select  them,  but  rather  relies  in- 
formally on  the  ideas  generated  by 
himself  and  staff  members  from 
reading,  contacts,  and  the  like. 
Just  now,  he  said,  his  largest  posi- 
tions are  in  natural  resource  is- 
sues and  the  stocks  of  financial 
companies  "that  are  in  a  position  to 
reap  tlie  benefits  of  this  tight 
money  situation."  What  is  he 
avoiding?  The  conglomerate  issues, 


A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios, 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  ore  on  an 
agreed  fee  basis. 

You  ore  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


B 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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for  one  thing.  'The  Establishment 
is  fighting  back.  \\'h\-  should  we 
fight  the  Establishment?" 

There  is  one  exception,  however. 
One  of  Sarofim's  closest  friends  at 
the  Har\ard  "B"  School  (class  of 
1951)  was  Arthur  J.  Rock,  the  San 
Francisco  money  man  (Forbes, 
Sov.  1,  1968).  When  Rock  formed 
his  seven-year  venture  capital  firm 
of  Davis  &  Rock  in  1962,  Sarofim 
advised  a  number  of  his  clients  to 
back  Rock.  When  Art  Rock  got  in 
on  the  ground  floor  in  Teledyne,  a 
conglomerate  if  ever  there  was 
one,  so  did  Sarofim  and  some  of  his 
clients.  The  same  thing  happened 
with  Scientific  Data  Systems,  an- 
other Rock-backed  aimpany. 

Sarofim  rode  up  with  the  airline 
stocks.  Delta  in  particular.  "I  hap- 
pened to  be  traveling  a  lot  to  the 
Southeast  and  got  interested  in 
Delta.  I  went  in  to  see  Woolman 
[The  late  C.  E.  Woolman,  Delta's 
president  until  November  1965], 
was  impressed  and  bought  the 
stock.  But  1  could  as  easily  have 
\Tsited  Eddie  Rickenbacher  and 
bought  Eastern  instead."  Delta's 
stock  has  soared  20-fold  since  1959, 
from  around  2  to  40;  Eiustem's 
stock  today  sells  for  about  the  same 
22  a  share  it  cost  ten  years  ago. 

Sarofim  was  also  one  of  the  early 
investors  in  Charles  Engelhard's 
Engelhard  Industries,  which  in 
1967  merged  with  Minerals  & 
Chemical  Philipp.  Engelhard  Min- 
erals &  Chemicals  now  sells  for  29, 
up  from  3  four  years  ago. 

What  does  Sarofim  see  in  the 
market  now,  we  asked?  Sarofim 
ducked  again.  He  renewed  his 
positive  pitch  about  the  market  as 
a  whole.  "It's  not  only  the  growth 
of  the  economy  that  makes  the 
market  so  attractive,"  he  said.  "If 
you  look  closely  you'll  see  that 
stocks  are  getting  more  scarce.  Tlie 
institutions  are  buying  them  up  and 
sitting  on  them.  The  effect  is  grad- 
ually to  make  the  market  thinner 
and  thinner." 

"This  means,"  Sarofim  went  on, 
"I'll  be  trying  to  get  into  many  of 
the  same  things  the  institutions 
get  into.  That's  where  the  thinness 
and  the  upward  bias  on  price/earn- 
ings ratios  is  going  to  be." 

His  parting  words  to  us  were: 
'To  me  it  is  very,  very  hard  not  to 
succeed  in  this  kind  of  a  market." 
Maybe  so,  Fayez  Sarofim,  maybe 
so,  but  not  every  chronic  optimist 
comes  out  as  well  as  you.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  o§er  to  buy  any  of  these  Securities. 
This  o^ering  is  made  only  by  the  Prospectus. 


April  10. 1969 


Consolidated  Leasing  Corporation  of  America 


NEW  ISSUE 


S10,000,000 

6%  Convertible  Junior  Subordinated  Debentures 
Due.\pril  1,  1994 

Convertible  into  Common  Stock  until  maturity,  unlest  previously  redeemed,  at 
a  conversion  rate  of  48.78  shares  of  Common  Stock  for  each  SIMO  principal 
amount  of  Debentures  (.equivalent  to  a  conversion  price  of  $20.50  per  share). 

Price  100% 


(Plus  accrued  init-rest  from  April  17.  I'76')) 


NOT  A  NEW  ISSUE 


241,068  Shares 

Common  Stock 


(Par  \.ilue  S  50) 


Price  SI 8.75  per  Share 


Copies  0/  the  Prospectus  may  be  obtained  in  any  Stale  from  only  such  of  the  undersigned 
as  may  legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


Francis  I.  duPont,  A.  C.  Allyn,  Inc. 
Giore  Forgan,  Wm.  R.  Staats  Inc. 

Goldman,  Sachs  &  Co. 


Walston  &  Co..  Inc. 


Bache  &  Co.  Clark,  Dodge  &  Co. 

Hayden,  Stone      W.  E.  tlutlon  &  Co. 


lociMpiM'atrd 


Kidder.  PeabodyS  Co. 

White,  Weld  &  Co. 

Dominick  &  Dominick,  Goodbody  &  Co. 

Shearson,  Hammili  &  Co.      Shields  &  Company 


KEYSTONE  CONSOLIDATED  INDUSTRIES,  INC. 
COMMON  STOCK  DIVIDEND 


No.  195 


Declared  By  The  Board  of 
Directors  On  April  15,  1969 

AMOUNT:  50c 

RECORD  DATE:  May  2,  1969 
PAYABLE:  June  2,  1969 


KEYSTONE 

CONSOLIDATED 

INDUSTRIES,  INC. 

Peoria,  Illinois 

61607 

SINCE  1889 


(Formerly  KEYSTONE  STEEL  &  WIRE  COMPANY) 


STEEL  AND  OTHER  QUALITY  PRODUCTION 
FOR  GROWING  MARKETS  THROUGHOUT  THE  WORLD 


Your 

UNITED  GIFT 

helps  people 
help  themselves 


Very  active  Mutual  Fund  Sales  organi- 
sation in  Europe  headed  by  U.S.  trained 
European  principals  is  interested  in 
active  cooperation  or  merger  with 
United  States  Insurance  Company  or 
financial  group  seeking  ready  made 
fast  moving  association.  Present  man- 
agement willing  to  continue  on  a  con- 
tract basis  in  event  of  merger. 
In  first  instance  a  letter  describing 
your  Company's  European  plans  would 
be  appreciated. 

Reply  in  first  instance  (for  forwarding) 
to:  W.  Claypool,  71  Riverside  Drive, 
Riverside,  Connecticut  06878. 
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\bu  ve  been  sending 
to  the  Stockbrokers  To 


And  we  appreciate 
more    of    our    new 
through  our  old  fricn 
any  other  way. 

There  are,  of  coi. 
whichmakeafi.i!!! 
able.  Here  are  ^ 
make  Paine,  Web; 
brokers  To  Know: 

Timely,  in-depth  in\ 
research.  Assistance 


stockbrokers  who  strive  to 

place  service  to  you  above  all 

■•e.  Astute  handling  of  your 

ciers  by  8  floor  brokers  at  the 

ork  Stock  Exchange,  3  at 

merican    Exchange.    A 

inications   system   that 

J  r  orders  cross-coun- 

tioor  of  the  proper 

m  about  the  time  It 

'■■■  to  dial  a  telephone. 


ur  friends    | 
ow  for  yearf 


Skillful  help  with  virtual! 
all  types  of  securities  an 
commodities. 

All  of  which  adds  up  to  d 
idea  of  good  service.  We  ho|: 
you'll  continue  to  agree  I 
sending  more  of  yourfriends 
us.  Paine,  Webber,  Jackson 
Curtis.  Members  of  the  Nc 
York  Stock  Exchange.  Offic 
coast  to  coast. 


The  Economy 


Who's  Laughing  Now? 


Only  a  few  months  ago  the  Fed- 
eral Resene  was  cast  as  the  dunce 
of  the  class:  It  had  wTongly  an- 
ticipated the  effectiveness  of  ihe 
tax  surcharge  in  slowing  inflation; 
it  had  relaxed  too  soon.  The  report 
of  the  Joint  Economic  Committee 
concluded  recently  that,  'Thus,  the 
Federal  Reserve  has  performed  as 
an  engine  of  inflation."  And  in  a 
postscript  to  that  report.  Repre- 
sentative Wright  Patman  (D.,  Tex), 
longtime  Fed  critic,  called  the 
Fed's  William  McChesney  Martin 
Jr.  "the  most  costK  public  official 
in  the  histor>-  of  the  world." 

Editorial  writers  picked  up  the 
club  and  began  swinging  it  with 
almost  as  much  fervor.  Criticizing 
the  Fed's  action,  the  AVa  york 
Times  captioned  an  article,  "Laugh- 
ing At  the  Fed."  Milton  Friedman, 
University  of  Chicago  economist, 
was  an  easy  ralKing  post,  with  his 
never-ending  diatribe  against  the 
Fed.  The  Fed,  he  said,  constantly 
errs  by  looking  at  interest  rates 
when  it  should  be  looking  at  the 
growih  of  the  money  supply. 

Now,  however,  no  one  seems  to 
be  laughing.  The  Fed  has  raised 
the  discount  rate  to  6%  and  raised 
bank  reser\e  requirements.  The 
growth  of  the  money  supply  was 
slowed  drasticallv.   So  criticism  of 


the  Fed  has  switched.  "The  Fed 
is  going  too  far,"  is  the  new  battle 
cr>'.  "It  may  turn  out,"  says  the 
Argus  Research  Corp.,  "that  the 
monetary  authorities  have  again 
made  the  error  of  switching  to  an 
ultratight  policy  at  the  ver\'  point 
when  pre\iousl\'  imposed  fiscal 
monetary  restraint  was  about  to 
show  significant  results." 

Although  the  Fed  may  be  hon- 
estly pursuing  its  announced  policy 
of  slowing  the  U.S.  economy  with- 
out bowling  it  over,  many  business- 
men, bankers  and  monetary  econo- 
mists are  wondering  if  it  hasn't 
gone  too  far,  and  the  word  "over- 
kill" is  becoming  popul;  r.  The 
criticism  reaches  even  into  the 
ranks  of  the  Federal  Reserve.  Says 
dissenter  Sherman  J.  Maisel,  one 
of  the  seven  members  of  the  Fed- 
eral Reserve  Board  of  Governors: 
".  .  .  until  evidence  arises  leading  to 
an  undesirable  upward  shift  in  the 
rate  of  monetary  e.xpansion,  an  in- 
crease in  reserve  requirements  is 
not  called  for. "  Maisel  was  in  favor 
of  the  increase  in  the  discount  rate 
to  6?,  the  highest  level  since  Octo- 
ber 1929,  but  voted  against  the 
Fed's  simultaneous  move  to  increa.se 
the  reserves  banks  must  hold 
against  deposits.  Maisel  argued 
that  the  "modest  growth  in  mone- 


tary aggregates,  a  sharp  rise  iii  in- 
terest rates  and  a  rapid  reduction 
in  bank  liquidity"  had  already 
occurred  as  a  result  of  Fed  policy. 

Another  voice,  also  disturbingly 
close  to  the  Fed's  top  echelon,  was 
W.  Braddock  Hickman's,  president 
of  the  Federal  Reserve  Bank  of 
Cleveland,  who  echoed  Maisel 
when  he  said,  "the  severity  of  the 
restraint  in  the  past  three  months 
may  have  gone  on  long  enough." 

The  Fed  has  obviously  deter- 
mined to  see  the  slowdown  before 
its  salvo  ends.  It  may  be  that  it 
is  over-reacting  to  the  criticism 
that  it  had  received  before.  This 
time  it  may  be  determined  not  to 
anticipate  an  effect  but  to  see  one. 

Time  alone  will  tell  whether  the 
Fed  went  too  far,  or  not  far 
enough.  But  don't  jump  to  con- 
clusions: The  Fed  is  more  flexible 
than  its  dramatic  moves  might 
indicate.  A  very  smart  banker  we 
know  points  this  out:  The  Fed  can 
padlock  the  front  door  of  the  bank- 
ing system — the  well-publicized 
discount  rate  and  reserve-require- 
ment figures — while  at  the  same 
time  opening  the  back  door  by 
putting  money  into  the  system 
through  open  market  operations. 
The  Fed  can  buy  government  se- 
curities from  the  banks,  paying 
them  cash  and  increasing  their  loan- 
able funds.  That  way  it  can  talk 
tight  money  and  act  not-so-tight.  ■ 


The  Forbes  Index 


preliminary 


30      /  •'v^  Ql  Economic  Recession  ^pefingg_ 
_  _  ^^  Ov  National  Bureau  ot  Economic  fteseatch 
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70-  


FEB 126.0 

MAR 128.3 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.2 

DEC 136.7 

JAN 136.8 

FEB 137.5 

MAR.  (prel.).  137.8 


Composed  of  the  following. 
Prodocf/on 

•  How  much  are  we  producing?  (federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending'  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  ^Oepf.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L  0.  Hooper 


What  About /d/e  Cash? 


As  OF  Mar.  1  mutual  funds  had  9.6*? 
of  their  assets  of  over  $50  billion  in 
cash  or  cash  equivalents.  The  Apr.  1 
figures  should  be  published  about  the 
time  this  issue  of  Forbes  reaches  the 
reader,  and  I  would  guess  that  the  re- 
ported cash  position  will  be  even 
larger.  The  last  time  the  funds  accum- 
ulated cash  at  this  rate,  tlie  stock  mar- 
ket was  not  far  from  its  lows.  What 
about  now? 

Well,  currently  there  is  a  tug-of- 
war  going  on  between  this  idle  cash 
(which  still  is  timid)  and  a  wide- 
spread philosophy  of  pessimism  about 
the  longer-range  business  and  eco- 
nomic outlook. 

The  most  potent  bullish  argument, 
after  the  availability  of  cash,  is  that 
the  anti-inflationary  policies  of  the  Ad- 
ministration and  the  Fed  are  unlikely 
to  be  effective.  There  is  what  might 
be  called  a  credibility  gap  between 
Washington  and  part  of  the  invest- 
ment community.  It  is  argued  that 
business  has  not  been  hurt  much  yet, 
that  the  tools  to  stop  inflation  are 
lacking,  and  that  the  Administration 
will  be  politically  unable  to  use  the 
tools  it  has  once  they  begin  to  work. 

Students  of  financial  psychology,  as 
distinguished  from  the  fundamental- 
ists, are  whispering  that,  regardless  of 
its  long-term  merit,  any  intemiediate- 
term  stock-market  policy  based  en- 
tireh'  on  Washington's  repressive  poli- 
cies is  of  doubtful  value  because  1) 
the  whole  thing  has  become  shopworn 
and  2)  statistical  evidence  of  any 
business  deterioration,  resulting  from 
expensive  and  scarce  money,  and  a 
budget  surplus  is  more  likely  to  be 
felt  in  the  fourth  quarter  rather  than 
in  the  months  immediately  ahead. 
The  correction  in  prices,  these  psy- 
chologists point  out,  now  has  been 
going  on  since  Dec.  2,  and  after  five 
or  six  months  almost  any  sustained 
price  trend  in  stocks  tends  to  get 
tired.  The  same  old  thing  gets  less 
and  less  effective  in  the  stock  nii.l,  t 

When  and  What? 

Tliis  idle  cash  situation  is  some- 
thing rather  new  for  a  market  c-om- 
mentator  to  contend  with.  When  there 
was  a  large  margin  account  interest, 
and  before  the  institutions  were  mon- 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange   firm  of  W.   E.   Hulton   ft   Co. 


than  50%  of  the  stock  market,  the 
liquid  position  of  the  list  tended  to 
deteriorate  as  prices  declined;  there 
was  forced  selling  in  margin  accounts, 
and  available  buying  power  tended  to 
become  smaller  rather  than  larger. 
Toda>',  the  big  corporations  may  be 
less  liquid,  the  banks  ma\'  be  getting 
less  liquid,  and  the  bond  market  is 
less  liquid;  but  common  stock  buyers 
probably  represent  the  most  liquid 
segment  of  the  whole  economy.  Both 
institutions  and  individuals  still  want 
to  own  more  common  stocks,  and 
have  the  money  to  buy  them.  The 
only  questions  are  when,  where  and 
what  to  buy. 

I  am  guessing  that  any  furtlier 
weakness  probably  should  be  used  to 
accumulate  selected  stocks  for  a 
worthwhile  early  summer  or  mid- 
summer ri.se.  I'm  not  at  all  sure  that 
the  summer  rally  will  be  more  than 
a  temporary  reversal.  I  wonder  if  the 
investment  climate  will  change  again 
when  the  economy  shows  signs  of 
deterioration,  as  it  probably  will  b\ 
early  autumn.  I  think  there  is  a  de- 
layed, rather  than  an  immediate,  re- 
sponse to  the  anti-inflationary  mea- 
sures adopted  by  the  Administration 
and  the  Fed. 

Furtliermore,  I  think  Washington 
"means  business."  The  politics  of  this 
program,  of  course,  would  be  to  have 
the  maximum  impact  of  business  un- 
pleasantness fall  in  the  first  half  of 
1970,  with  recovery  well  under  wa>' 
in  the  second  half  (before  the  Con- 
gressional elections ) . 

It  may  be  said,  too,  that  time  is 
running  out  on  Vietnam.  The  popular 
protests  are  increasing  and  becoming 
more  numerous.  It  threatens  (politi- 
cally) to  become  Mr.  Nixon's  war  in- 
stead of  Mr.  Johnson's  war  unless 
progress  is  made  soon  toward  peace. 
Washington  must  push  now  for  peace. 
Psycht)!ogically,  again,  peace  is  bull- 
ish. It  would  provide  food  and  fuel 
tor  a  technical  rally. 

What  type  of  equity  is  likely  to  be 
most  popular  as  some  of  the  idle  cash 
goes  to  work?  Thus  far  it  has  been 
easier  to  interest  both  institutions  and 
individuals  in  conservative  quality 
stocks  than  in  the  "fallen  angels" 
inong  the  growth  issues,  stocks  that 
re  down  30%  to  50%  from  their  for- 


The  quest  for  performance  is  by  no 
means  dead,  however.  There  is  will- 
ingness to  buy  high  price  earnings 
issues  if  there  is  a  convincing  case  for 
them.  Witness  the  strength  in  the 
mobile  homes:  very  low  earnings  in 
relation  to  price;  thin  markets;  unsea% 
soned;  a  business  concept  still  not 
quite  "accepted"  by  conservative  peo- 
ple.. The  continued  popularity  of  the 
quick-service  well-located  restaurants 
might  also  be  cited:  Gino's  (formerly 
A-G  Foods)  and  Kentucky  Fried 
Chicken.  Fantastic  prices  are  being 
paid  for  ho.spital  suppK  and  hospital 
care  issues,  largely  on  the  belief  in 
the  ine\itabilit\  of  great  growth  in 
this  industry. 

An  Interest  in  Quality 

These  "new  breed"  fund  managers 
(who  are  likely  to  be  the  leaders  in 
establishing  new  vogues)  are  not  wed 
to  any  prejudices  or  philosophies  ex- 
cept the  worship  of  results.  If  they 
can  get  results  in  the  steels,  the  utili- 
ties or  the  packaged  foods,  they  are 
just  as  willing  to  buy  such  conserva- 
tive issues  as  they  are  to  buy  elec- 
tronics, mobile  homes  or  conglomer- 
ates. Moreover,  most  of  them  don't 
necessarily  buy  "for  keeps."  If  they 
have  a  market  big  enough,  they  are 
perfectly  content  with  a  two  or  three- 
month  or  e\en  a  two  or  three-week 
holding. 

It  is  most  difficult  to  know  what 
they  will  do;  but  when  they  begin  to 
do  it,  a  following  will  be  quickly  at- 
tracted. These  young  fellows  watch 
one  another;  and,  whether  they  admit 
it  or  not,  accept  leadership.  Indeed, 
they  are  afraid  to  do  anything  else. 

M'ithout  getting  too  far  out  on  a 
limb,  I  think  that  the  trend  of  think- 
ing about  individual  stocks  over  the 
next  few  weeks  will  be  conser\ ati\e. 
If  this  is  true,  the  DJI,  which  is 
strongly  spiked  with  quality  issues, 
probably  will  do  better  than  the  mar- 
ket as  a  whole.  I  think  there  will  be 
some  recovery  in  the  more  speculative 
issues,  such  as  the  conglomerates, 
the  electronics  and  the  high  science 
issues,  but  I  do  not  think  these  will 
be  in  high  \'ogue.  For  the  present, 
too,  I  would  caution  readers  that  real 
fundiunental  values  are  likely  to  be 
less  important  in  the  estabhshment  of 
price  than  technical  conditions  (by 
which  I  mean  the  da\'-to-day  changes 
in  the  supply-demand  equation). 

Most  people  are  saying  that  this  is 
a  good  time  to  bu\  bonds.  I  suspect 
that  there  is  no  hurry  about  bu\ing 
bonds,  because  I  expect  tlie  Adminis- 
tration and  the  Fed  to  continue  to 
put  pressure  on  the  money  market. 
Over  a  period  of  a  year  or  two,  there 
should  be  profits  in  bonds;  but  over 
a  month  or  two,  I  doubt  it.  ■ 
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IT  MAY  PROVE 

PROFITABLE 

FOR  YOU  TO  FIND  OUT 

HOW  THESE  COMPANIES 

ARE  DOING 


You  will  find  interesting  reading  in  this  first  annual 
FORBES  "Available  Annual  Reports"  advertising  section 

Publicly  held  companies  labor  long  In  the  preparation  of  their  annual  reports, 
because  the  information  they  provide  is  the  bedrock  on  which  any  and  all  evalu- 
ate a  company's  present  and  its  prospects. 

The  companies  here  feel  they  have  information  that  you  should  have,  and  are 
making  their  annual  reports  available  to  the  readers  of  FORBES. 

Use  the  handy  postcard.  Circle  the  number  of  the  company  or  companies  that 
interest  you  and  your  request  will  be  handled  directly  by  them. 


c 


Aeronca,  Inc. 

Aeronca  is  a  major  supplier  of 
commercial  aircraft  structures, 
aerospace  structures,  and  highly 
engineered  environmental  control 
systems.  On  sales  of  .$50,084,677, 
net  earnings  in  1968  increased  25'i 
over  the  previous  year.  Per  share 
earnings  were  up  from  $1..3.3  to 
$1.51,  even  though  the  ayerage 
shares  outstanding  increased  by 
approximately  12%  during  the 
year. 
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American 
Dredging  Co. 

American  Dredging  Company  was 
chartered  by  the  Commonwealth 
of  Pennsylvania  in  1867.  We've 
been  actively  engaged  in  deepen- 
ing rivers  and  harbors  ever  since. 
We  own  and  operate  one  of  tlif 
most  diversified,  modem  fleets  of 
dredging  etiuipment,  capable  of 
performing  all  typeS  of  dredging 
work  anywhere. 


D.  H.  Baldwin 
Company 

A  leading  producer  of  pianos, 
organs,  guitars  and  other  musical 
instruments  has  also  established 
a  solid  foothold  in  electronics 
with  integrated  circuits,  weaponry, 
and  digital  encoders  used  in  mis- 
sile guidance  systems.  Most  recent 
expansion  includes  Central  Bank 
&  Trust,  and  The  Empire  Savings 
in  Denver.  Earnings  continue  to 
grow.  Stock  is  traded  on  the 
American  Stock  Exchange. 
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Banco  Popular 
De  Puerto  Rico 

Puerto  Rico's  largest  bank  with 
total  assets  of  $.527.9  million,  de- 
posits of  $471.4  million  and  capi- 
tal and  surplus  funds  of  $35.4  mil- 
lion. With  a  network  serving  60 
communities  in  Puerto  Rico  and 
four  branches  in  New  York  City, 
the  Bank  ranks  119th  among  U.S. 
banks.  Its  Annual  Report  is  bi- 
lingual, in  English  and  Spanish. 


Bangor  Punta 

The  nation's  leading  manufacturer 
of  leisure  tinie  vehicles  (sailboats, 
campers,  trailers  and  snowmo- 
biles), a  major  producer  of  public 
securitj-  equipment,  and  a  pioneer 
in  total  energ)'  systems.  Bangor 
Punta  is  one  of  the  nation's  fastest- 
growing  growth  companies.  Our 
1968  .\nnual  Report  re\eals  sales 
and  profits  by  group  and  pro\ides 
perhaps  the  most  complete  finan- 
cial disclosure  of  any  multi-indus- 
trj'  company. 


Clary 
Corporation 


Clary  Corporation  is  a  diversified 
manufacturer  of  computers,  data 
products,  spring  wound  g>Tos  and 
construction  automation  equip- 
ment. Several  acquisitions  ha\e 
recently  been  completed,  expand- 
ing existing  product  hnes.  1968 
profits  show  a  continued  increase 
o\'er  the  previous  year.  Clarj'  Cor- 
poration is  listed  on  the  American 
and  Pacific  Coast  Stock  Exchanges. 


Bankers  National 
Life 

achieved     substantial     growth     in 
^mm^  1968.    Net    gain    from    operations, 

=^-  ^  — ^         excluding  capital  gains  and  losses 
^^^  and   after   Federal   Income   Taxes, 

j%S  amounted  to  S2.016.824.  up  from 

Sl,090.162  in  1967.  Total  insur- 
ance in  force  now  exceeds  S2  bil- 
lion. The  company  is  licensed  in 
all  states  except  New  York;  a  sub- 
sidiary. Palisades  Life,  ser\es  the 
Empire  State. 


Consolidated 
Freightways,  Inc. 

Well  kno%vn  as  the  nation's  lead- 
ing motor  carrier,  Consolidated 
Freightways,  Inc.  also  has  impor- 
tant manufacturing  subsidiaries 
producing  one-tliird  of  total  sales. 
The  compan>'  set  new  records  in 
1968.  Sales  up  1A%  to  S.387,999.- 
000.  Net  income  (before  a  non- 
recurring gain)  up  25%  to  S1.3.- 
346,000.  Earnings  per  share  up 
195  to  S2.41  (  $2.52  including  non- 
recurring gain). 


Brockway  Glass 
Company  Inc. 

Brockway  has  grown  big  in  the 
packaging  industr)' — from  S25,- 
000,000  to  over  8144.000.000  in 
volmne  since  1955.  Our  products 
include  glass  containers,  rigid  or 
flodble  plastics,  and  drawn  glass 
tubing  .  .  .  and  Brockway  has 
paid  cash  dividends  to  its  share- 
holders each  consecutive  year  since 
1927. 


11 


Consumers 
Water  Company 

A  growing  water  utility  system, 
Consumers  pro%ides  service  through 
eighteen  afiihated  companies  in 
seven  states  from  Maine  to  Illinois. 
On  gross  re\enues  of  over  $5,000,- 
000  in  1968.  it  reported  $1.96  net 
per  share.  Di\idends,  paid  con- 
secutively since  1951,  are  now  at 
new  SI. 20  aimual  rate,  to  yield 
approximate  return  of  5.2%  on  re- 
cent market. 


#* 
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C/ark  Oil  & 
defining  Corp. 

I  s  the  largest  independent  marketer 
ia-.'  refiner  of  gasoline  in  the  Mid- 
west, with  more  than  1,400  service 
stations  serving  an  11 -state  area.  It 

'    ;    active    in    crude    oil    and 

IN  exploration  and  produc- 

•  iit    company    also    has    in- 

U  in  the  chemical  and  pipe- 
....V  irtdustries.  Its  stock  is  listed 
on  the  New  York  Stock  Exchange. 


Dennison  Mfg. 
Company 

Office  cop>ing  machines;  thermal- 
release  equipment  for  decorating 
plastic  bottles.  Tagging,  labeling, 
and  attaching  machines  and  systems 
for  price-marking,  inventory  and 
production  contiol.  Stationery  sup- 
pUes  for  office,  school  and  home. 
Light  weight  papers;  coated  papers 
including  thermal-release,  pressure- 
sensiti\e  and  electrostatic  t>pes. 
Sales  in  1968  were  $137,800,000 
— earnings  were  $6,373,000. 
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Duncan 
Industries,  Inc. 

New  coiporate  name  for  world's 
largest  manufacturer  of  parking 
meters  also  reflects  aggressive 
growth  potential  in  other  fields. 
Company's  1968  sales  highest  in 
its  histor>-.  Net  earnings  up  145; 
earnings  per  share  up  12?;  1969 
di\idend  rate  increased  33 1  3? 
over  1968,  KXK  over  1967.  Broad- 
ening international  activities  and 
new  domestic  high  potential  areas 
mark  Duncan  thrust  for  1969. 
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LTV 

Electrosystems, 
Inc. 

"We're  in  the  business  of  extend- 
ing man's  senses."  Annual  report 
theme  points  up  Electros>stems' 
advanced  electronics  technology — 
products  and  s>stems  to  e.xtend 
man's  senses  and  capabihties  into 
the  environments  of  land,  air,  sea 
and  space.  1968  business:  S208,- 
721,000.  Corporate  headquarters: 
Dallas,  Te.\as. 
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ESB 
®    Incorporated 


Pioneer  and  largest  producer  of 
batteries  and  packaged  power  s>s- 
tems.  1968  sales:  S233  million. 
Produc-er  of  Ra\-0-\'ac  dry  cell 
batteries.  flashlights.  lanterns. 
Exide  industrial  batteries.  Exide, 
Willard.  Grant.  Wisc-o  Automotive 
batteries.  ESB  missile  and  space- 
craft batteries.  Products  sold  in 
100  countries  of  free  world.  68 
years  of  continuous  dividends. 
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Eli  Lilly 

and  Company 

Through  its  di\ersified  products, 
Eli  Lili>'  and  Company  is  helping 
meet  three  of  the  most  pressing 
problems  facing  man:  the  need 
for  better  health,  sufficient  food 
supplies,  and  control  of  rapidly 
growing  populations.  In  1968,  sales 
and  earnings  showed  gains  for  the 
eighth  consecutive  year,  with  the 
net  income  32%  higher  than  1967. 


r\ 
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Gulf^  Western 
Industries,  Inc. 

In  1968.  Culf-t- Western  pa.ssed  the 
SI -billion  level  in  annual  sales. 
Net  earnings  increased  18?  on  a 
sales  increase  of  11?.  Net  earn- 
ings per  conmion  share  increased 
17?  to  S3.24.  Major  new*  affilia- 
tions and  internal  expansion  made 
1968  a  record  year  for  Gulf+ 
Western. 


Lowe's 
Companies,  Inc. 

Lowe's  is  a  young  and  dynamic 
growth  company — an  innovator  in 
the  mass  merchandising  of  lumber 
and  building  materials,  consumer 
products  and  household  goods.  Ag- 
gressive, balanced  expansion  is 
the  policy  of  management.  Lowe's 
is  hsted  in  101  Growth  Stocks  by 
Merrill  Lynch.  33  Super  Growth 
Stocks  by  Standard  &  Poor's,  and 
Baby  Blue  Chips  by  Forbes  in 
1966. 


Joy  Manufac- 
turing Company 

Leader  in  automated  coal  mining 
equipment.  Pioneer  in  air  pollu- 
tion control.  Leading  manufac- 
turer of  metal  mining  and  construc- 
tion equipment,  ore  processing  ma- 
chiner>-.  air  compressors,  oil  field 
equipment.  Other  industrial  prod- 
ucts include  fans,  electrical  con- 
nectors and  con\eyor  idlers.  Re- 
cently expanded  interest  in  air- 
craft-aerospace  market. 


McCulloch 
Oil  Corporation 

McCulloch  Oil  Corp.  of  Calif. 
is  a  major  developer  of  industrial- 
recreational  "new  cities"  and  has 
conducted  widespread  oil  and  gas 
e.x-ploration  programs  since  1956. 
Land  sales  (Lake  Havasu  Cit>) 
contribute  importantly  to  a  30  per 
cent  annual  growth  objective.  New 
communities  are  in  the  planning 
stage.  Other  divisions  include  min- 
ing, gas  transmission,  and  interna- 
tional advertising  services. 
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Miles 
Laboratories,  Inc. 

In  1968.  Miles  net  earnings  in- 
creased 28  percent  to  $11.6  million 
on  a  15  percent  sales  increase. 
\\'orldwide.  Miles'  expanding  sales 
of  broadly  diversified  products  for 
health  and  nutiition  are  led  b>- 
Alka-Seltzer  and  One  -  A  -  Day 
(brand)  vitamins.  Today's  growing 
operations  include  39  research  and 
manufacturing  facilities  in  16 
countries. 


The  Annual  Report:  one  of  your  most  reliable 
sources  of  investment  information 

The  1969  Simmons  Study  states  that  FORBES  has  the 
highest  concentration  of  readers  receiving  income 
from  stocks  and  bonds  of  all  57  publications  meas- 
ured. 68%  of  FORBES  readers  receive  income  from 
these  sources.  Our  1968  subscriber  survey  revealed 
that  the  average  FORBES  subscriber  owns  over 
$114,000  in  corporate  stocks. 

A  profitable  portfolio  often  begins  with  someone 
simply  reading  an  annual  report.  Send  for  those  an- 
nual reports  in  this  section  that  interest  you.  They 
represent  compar\ies  of  excellent  reputation. 

Just  fill  out  and  mail  the  insert  card  provided  in  the 
section.  Allow  sufficient  time  for  processing  of  your 
request. 
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The  Monarch 
Machine  Tool  Co. 

A  leading  Manufacturer  of  N/C 
machining  centers  and  turning 
equipment,  Monarch  has  diversified 
into  ferrous  and  non-ferrous  pro- 
cessing and  finishing  lines  through 
the  acquisition  of  Stamco,  Inc. 
Other  '68  highlights:  A  new  plant 
at  Cortland,  New  York;  expansion 
at  tlie  Sidney,  Ohio  plant;  new 
products  introductions;  and  sales  of 
$37  million  and  earnings  of  $4.01 
per  share — new  company  highs. 
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Poloron 
Products,  Inc. 

Record  net  sales  of  $41,828,000 
for  fiscal  1968  are  a  51%  increase 
over  1967.  Net  income  per  share 
of  $2.01  is  up  21%.  10  Poloron  fac- 
tories in  6  States  produce  Mobile 
Homes,  Travel  Trailers,  Campers. 
Picnic  Goods.  Camping  Products, 
Riding  Lawn  Mowers,  Snow  Blow- 
ers, Christmas  Products,  Educa- 
tional and  Institutional  Furniture. 
Vinyl  Laminates  and  Ordnance 
Materiel.  Traded  AMEX. 
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N.  Y.  &  Honduras 
Rosario  Min.  Co. 

The  Company,  one  of  tlie  world's 
leading  primary  silver  producers, 
is  engaged  in  the  mining  of  silver, 
lead,  zinc,  gold,  and  other  non- 
ferrous  metals.  In  addition,  the 
C-ompany  is  engaged  in  the  pro- 
duction of  oil  and  gas  and  is  a 
major  producer  and  distributor  of 
rock  products  in  Florida  and 
Georgia. 
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Niagara  Share 
Corporation 

This  (.ii'.ersified  closed-end  in\'est- 
ment  company  is  listed  on  the 
New  York  Stock  Exchange.  The 
40th  Annual  Report  fecVlii,'s:  in- 
vesbiient  objectives;  growth  ori- 
ented portfolio;  investnient  man- 
agement record;  distribution  poli<  \ 
which  offers  shaveliolders  a  choii 
.>f  1)  a  reasonable  current  casi 
return,  or  2)  an  automatic  rein- 
vestment   pi'''    •"     ■      ■■•     '■■■   ...>,;, I 

growth. 


T.  Rowe  Price 
Growth  Stock  Fund 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully    selected    for    long    term 

growth   possibilities. 

NO  SALES  CHARGE 

Self-Employed   Retirement   Plan 
(Keogh  Act)   Available 

Individuals  &  institutions 
are  invited  to  request  free 
prospectus   and   annual  report. 
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Purolator,  Inc. 

A  consistently  profitable,  long-time 
leader  in  automotive/aerospace/ 
industrial  filtration.  Quahty  ac- 
quisitions and  internal  diversifica- 
tion in  recent  \ears  have  brought 
additional  product  and  service  ca- 
pabilities to  its  marketing  opera- 
tions. Serves  a  wide  variety  of 
important  customers  in  strong 
growth  industries,  both  in  this 
country  and  abroad.  1968  was  an- 
otlier  record  year  in  sales  and 
earnings. 


. 
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Southeast 
Bancorporation 

This  Miami-based  registered  bank 
holding  company,  organized  in 
1967.  controls  four  banks,  includ- 
ing The  First  National  Bank  of 
Miami,  Florida's  largest,  which 
has  paid  continuous  dividends 
since  1902.  Consolidated  deposits 
at  year-end  1968  were  S683  mil- 
lion and  consolidated  loans  were 
•S359  million.  Net  income  for  1968 
was  S4.8  million  or  $2.29  per 
share. 


1968 
ANNUAL  REPORT 
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TIME  INSURANCE  COMPANY 
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Time  Insurance 
Company 

Time  Insurance  Company's  health, 
life  and  group  insurance  products 
are  sold  by  over  2.400  independent 
agents  throughout  43  states.  Dur- 
ing 1968,  sales  were  up  20%,  and 
the  agency  force  increased  by  12%. 
Total  premium  income  rose  16% 
to  $28.6  million.  The  Milwaukee- 
based  firm's  assets  exceed  $31  mil- 
lion. 


Suburban  Propane 


Suburban 
Propane 
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Record  26?  increase  in  earnings  re- 
IH)rted  for  the  first  quarter  1968-69 
fiscal  year.  Expanding  markets  indi- 
cated for  propane  in  construction, 
weed  control,  camping,  crop  drying, 
motor  fuel.  Diversified  activities  in- 
clude producing  and  processing 
natural  gas;  refining  and  marketing 
petroleum  products;  and  manufac- 
turing gas  appliances.  Quarterly 
dividends  paid  consecutively  since 
first  year  of  incorporation. 


Tokheim 
Corporation 

Systems  for  the  movement  and 
measurement  of  liquids:  pumps, 
meters,  hose  reels,  electronic  and 
self-service  systems  for  service  sta- 
tions, airport-marina  fuelers,  auto- 
motive electric  fuel  pumps.  Sales 
have  nearly  doubled  in  Sixties; 
1968  sales,  $35,365,680;  earnings, 
$1,250,505.  Per  share  earnings, 
$2.03;  sixty-cent  dividend  paid, 
plus  100%  stock  dividend.  Continu- 
ous dividends  since  1920. 
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Talcott  National 
Corporation 

Frincipal  subsidiary — James  Tal- 
cott. Inc..  115-year-old  factoring 
and  finance  company  serving  the 
credit  and  financial  needs  of  busi- 
ness and  consumers  in  the  United 
States  and  Puerto  Rico  through 
factoring,  commercial  and  indus- 
trial financing,  computer  and  Either 
e(juipment  leasing,  mortgage  lend- 
ing, personal  loans  and  sales  fi- 
nancing. 


34 


United 
Utilities,  Inc. 

Operates  United  Telephone  Sys- 
tem, ( America's  2nd  largest  In- 
dependent) CATV  facilities,  North 
Electric  Company,  commercial 
time-sharing  computer  services 
(  United  Computing  Systems,  Inc.), 
and  has  other  interests. 
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Tiffany  &  Co. 

1968  was  another  outstanding  year 
for  this  132  year  old  world-re- 
nowned company,  which  has  paid 
dividends  ever  since  it  was  incor- 
porated in  1868.  In  the  last  ten 
years,  the  company's  profits  have 
increased  over  600%.  The  com- 
pany is  embarked  on  a  new  ex- 
pansion program,  having  opened 
branches  in  San  Francisco,  Hous- 
ton. Beverly  Hills  and  Chicago. 
A  fifth  branch  will  open  in  At- 
lanta this  fall. 
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USLIFE 
Corporation 

USLIFE,  a  diver.sified  financial 
company,  in  1968.  added  two  re- 
gional life  insurance  affiliates; 
merged  two  otlier  life  companies 
into  affiliates;  formed  a  NASD 
registered  broker-dealer;  listed  on 
New  York  Stock  Exchange  and 
acquired  a  title  insurer  early  in 
1969.  Assets  and  stockholders' 
equity  are  203%  and  225%,  respec- 
tively, of  those  at  inception  in 
early   1967. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Too  Late  To  Sell,  Too  Early  To  Buy? 


Whenever  we  are  not  quite  sure 
what  to  do,  we  always  find  a  reason 
and  excuse  for  our  indecision.  If  we 
own  stocks  that  are  acting  poorly,  we 
are  apt  to  say  that  it  is  too  late  to 
sell,  that  the  damage  has  already  been 
done.  Besides,  like  all  too  many  in- 
vestors, we  loathe  to  take  losses.  So 
instead  we  substitute  emotion  for  rea- 
son, determinedly  hold  on  to  the  bad 
market  perfoimers,  hoping  for  an 
eventual  turnaround. 

Conversely,  a  similar  attitude  is 
often  shown  on  the  buy  side.  Why 
buy  a  stock  that  doesn't  want  to  go 
down  in  a  falling  market?  Why  pay 
a  price  near  the  high  when  so  many 
other  stocks  have  declined  so  much 
that  they  seem  to  be  bargains?  Again, 
this  is  unsound  reasoning.  Stocks  that 
hold  up  well  in  a  down  market  are 
likei\'  to  be  the  market  leaders  when 
the  upturn  comes.  It  is  a  difficult  deci- 
sion for  the  investor  to  make,  to  switch 
from  a  depressed  stock  into  a  good 
perfonner,  but  it  is  sensible  and 
usually  profitable. 

An  entirely  different  question  is 
whether  it  is  too  late  to  establish 
cash  reserves.  No,  I  don't  think  so. 
Depending  on  the  composition  and 
the  over-all  quality  of  a  stock  port- 
folio, I  would  still  aim  at  a  liquid 
reserve  of  around  30%,  to  be  raised 
by  selling  the  worst,  not  the  best, 
performing  stocks.  Keep  in  mind  that 
this  is  not  really  a  very  bearish  stance. 
After  all,  this  means  70%  in  stocks 
and  only  30%  in  cash.  The  reserves 
should  be  liquid,  that  is,  immediately 
available  when  needed.  Don't  make 
':c  mistake  of  investing  such  reserves 
long-tenn  bonds  merely  because 
the  yields  are  so  tempting.  Use  Trea- 
sury bills,  which  pay  over  6%,  are  as 
Ii(iuid  as  cash  and  are  virtually  im- 
inuup  to  loss. 

Prematute 

E.xcept  for  switching  from  bad  stock 
into  good  stocks,  which  should  be  a 
continual  process,  I  believe  it  is  pre- 
mature to  bu\.  unless  an  account  is 
grossly  underinvested.  The  individual 
investor  can  afford  to  wait  until  there 
is  evidence  of  an  upturn  The  in- 
stitutional investor,  on  the  other  hand, 
should  accumulate  his  positions  \vh'.le 

Mr,  Biel  it  a  partner  in  the  New  York  St.-<ck 
Exchange  firm  of  Emanuel,  Oeeljen  &  Co. 
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the  market  is  still  going  down  and 
stocks  are  being  offered  for  sale.  After 
the  turn,  offerings  of  large  blocks  of 
suitable  stocks  will  be  scarce. 

Beheving  that  more  severe  measmes 
were  needed  to  slow  down  the  econ- 
omy and  reduce  inflationary  pressures, 
the  Federal  Resei-ve  last  month  used 
the  sledgehammer  approach,  which 
an  editorial  in  the  Tslew  York  Times 
characterized  as  "Too  Much,  Too 
Late."  One  would  assume  that  the 
Fed  knows  what  it  is  doing.  Whether 
the  drastic  reduction  of  the  banking 
system's  lending  ability  will  do  more 
hann  than  good  is  an  exceedingly 
difficult  question.  Trying  to  keep  the 
economy  on  an  even  keel  remains  an 
inexact  and  largely  empirical  science 
— almost  like  stock-market  forecasting. 
It  must  be  recognized  that  the  Fed's 
credit  poHcies  in  recent  years  have 
given  us  a  somewhat  jerky  ride,  re- 
sulting from  a  constant  shifting  from 
the  gas  pedal  to  the  brake.  So  long 
as  the  Fed's  foot  bears  down  heavily 
on  the  brake,  it  is  hard  to  visualize 
a  booming  stock  market. 

High  Prosperity 

While  American  stocks  have  been 
doing  rather  poorly  this  year,  some 
foreign  markets  have  advanced  to  new 
all-time  highs.  Japan,  which  is  most 
fortunate  in  ha\ang  to  devote  only  a 
minuscule  part  of  its  gross  national 
product  to  unproductive  militar>'  ex- 
penditures, is  enjoying  high  prosperity 
and  a  booming  stock  market.  Although 
a  good  handful  of  Japanese  stocks  are 
available  in  this  country  in  the  form 
of  American  Depository  Receipts 
(ADRs),  a  convenient  way  to  buy  a 
cross  section  of  Japanese  securities  is 
via  the  Japan  Fund,  a  $40-million 
closed-end  investment  company,  in- 
vested exclusively  in  Japanese  stocks. 
Japan  Fund  last  year  gained  59%,  con- 
siderably better  than  the  Tokyo  Stock 
Exchange  index,  which  advanced  34%. 
Even  that  was  far  better  than  the  7% 
rise  in  the  S&P  500  stock  index.  The 
stock  is  listed  on  the  New  York  Stock 
Exchange  and  is  selling  at  a  premium 
of  about  14%  above  its  net  asset  value. 

The  Eurojund  permits  participation 
in  the  economies  of  various  foreign 
coimtries.  At  the  1968  year's  end  the 
fund's  securities  portfoUo  of  $35  mil- 
'ion   was    68%    in    European   equities 


and  convertibles  and  25%  in  non-Euro- 
pean securities,  including  South  Afri- 
can gold  mining  shares  and  Canadian 
oil  stocks.  In  1968  net  asset  value 
per  share  rose  25.5%,  about  twice  as 
much  as  the  Eurosyndicate  stock  in- 
dex. Eurofund  is  also  listed  on  the 
NYSE  and  recently  sold  at  a  discount 
of  about  16%  from  net  asset  value. 
American  buyers  of  Japan  Fund  and 
Eurofund  are  exempt  from  the  Interest 
Equalization  Tax  if  the  shares  are 
.  acquired  from  U.S.  owners. 

Big  Slakes 

Over  the  years  the  major  oil  com- 
panies have  built  up  such  a  splendid 
record  of  earnings  and  dividend 
stability  that  we  have  come  to  think 
of  these  stocks  as  conservative,  if  not 
almost  stodgy,  investments.  We  are 
rarely  aware  anymore  of  the  great 
hazards  and  the  great  rewards  that 
are  inherent  in  the  business  of  finding 
oil.  Investors  were  shaken  out  of  this 
lethargic  attitude  towards  the  oil  in- 
dustry when  Atlantic  Richfield,  jointly 
with  Jersey  Standard's  Humble  Oil 
subsidiary,  struck  it  rich,  very  rich, 
in  the  Pi-udhoe  Bay  area  in  a  remote 
part  of  Alaska,  north  of  the  Arctic 
Circle.  While  it  is  still  prematme  to 
give  a  definite  evaluation  of  this  dis- 
covery, experts  are  tliinking  in  tenns 
of  a  field  containing  tens  of  bilfions 
of  barrels  of  oil.  The  so-called  North 
Slope  of  Alaska  may  turn  out  to  be 
the  greatest  oil  find  on  the  North 
American  continent  in  the  history  of 
the  oil  industry. 

It  is  hardly  surprising,  nor  likely 
to  prove  an  exaggerated  response,  that 
the  stock  of  Atlantic  Richfield  more 
than  doubled  in  price.  After  all, 
Alaskan  oil  is  domestic  oil  and  there- 
fore more  desirable  than  the  oil  of 
the  Middle  East  or  Libya,  or  Vene- 
zuela or  Sumatra,  despite  much  higher 
production  and  transportation  costs. 
Many  other  oil  companies  besides  At- 
lantic Richfield  hold  leases  or  are  par- 
ticipating in  the  great  oil  rush  in 
Alaska.  Due  to  the  remoteness  of  this 
field  and  the  atrocious  climate,  the 
cost  of  finding  oil  is  fantastically  high; 
but  so  may  be  the  reward.  This  is 
gambling  for  very  big  stakes  where 
failure  or  success  is  measured  easily 
by  the  tens,  if  not  hundreds  of  millions 
of  dollars.  About  a  dozen  oil  com- 
panies are  now  gambling  in  Alaska's 
North  Slope.  It  is  so  important  that 
none  of  the  majors  can  afford  not  to 
participate,  in  one  way  or  another. 
Further  drilling  results  will  be  forth- 
coming before  long.  For  the  stocks 
of  the  companies  involved,  the  out- 
come will  be  a  far  more  important 
factor  than  the  trend  of  the  general 
stock  market.  Who  said  that  oil  stocks 
are  dull?  ■ 
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You  may  not  be  aware  of 
how  much  vital  information 
you  can  find  in  a  one'page 
research  report... 

nnless  you  are  a 
subscriber  to  The  Value  Line  Investment  Survey. 


Investors  who  use  Value  Line  do 
know.  They  receive  every  week  a  full- 
page  research  report  on  each  of  about 
100  or  more  widely-held  common 
stocks.  In  a  3-month  cycle  they  receive 
reports  on  1400  stocks.  The  same 
stocks  are  then  reviewed  again  in  the 
next  13-week  cycle. 

Nowhere  else,  we  believe,  can 
you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report. 

Besides  recent  price,  estimated 
yield,  current  price  earnings  ratio  and 
capital  structure,  every  report  includes 
the  following  data  for  each  of  an  indus- 
trial company's  last  15  years  (if  avail- 
able) : 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  Earnings  per  share 

•  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 

Some  industries  such  as  bank, 
savings  and  loan,  and  insurance  have 
a  different  set  of  vital  statistics,  but 
their  series  also  total  19  different  col- 
umns—just as  the  list  here— for  the 
company's  last  15  years.  Each  report 
also  includes  a  chart  of  the  stock's 
monthly  price  range  since  1952.  In 
addition,  each  report  is  highlighted  by 
a  concise  500-word  analysis  of  the 
company's  business  and  the  latest  de- 


velopments. Each  report  also  contains 
the  quarterly  breakdown— for  the  pre- 
vious 5  years  and  the  current  year— of 
sales,  earnings  per  share  and  dividends 
paid.  At  the  bottom  of  each  report  is 
a  profile  of  what  the  company  does, 
what  it  owns,  how  many  stockholders 
and  employees  it  has,  the  President's 
name  and  the  home  office  address. 

A  unique  feature  of  The  Value 
Line  Investment  Survey  is  the  sys- 
tematic and  objective  way  in  which 
Value  Line  rates  weekly  each  of  1400 
common  stocks,  relative  to  the  others, 
into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
five  years) 

Each  stock  is  rated  from  I  (High- 
est) to  ,V  (Lowest)  for  12 -month  per- 
formance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A+  to  C— 


for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks  traded 
on  the  New  York  Stock  Exchange  plus 
about  300  on  the  American  Exchange 
and  the  Over-the-Counter  markets. 

The  up-to-date  ratings  are  pub- 
lished every  seven  days  in  the  24-page 
Weekly  Siynmary  of  Advices  &  Index. 
Each  week  the  Ratings  Ss  Reports  sec- 
tion provides  the  full-page  research 
reports  on  about  100  or  more  stocks  in 
several  industries,  so  that  a  full  13- 
week  cycle  covers  all  1400  companies. 
Supplementary  reports  are  issued  be- 
tween quarterly  reports  if  evidence 
requires. 

In  order  to  see  for  yourself  how 
time-saving  and  informative  this  or- 
ganization of  facts  and  their  evaluation 
can  be,  try  Value  Line.  To  do  so,  fill  in 
and  return  the  coupon  below.  If,  for 
any  reason.  Value  Line  should  fail  to 
meet  your  expectations,  return  the 
material  within  30  days  and  your 
money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  /or  $44,  or  four  weeks 
for  $5. 

In  addition  to  the  Ratings  8s  Re- 
ports and  Summary-Index  sections, 
you  will  get  each  week  the  8-page  Se- 
lection &  Opinion  editorial  section  .  .  . 
plus  the  monthly  Special  Report  on 
"insider"  transactions  and  the  quar- 
terly Special  Report  on  mutual  fund 
transactions  issued  during  the  term 
of  your  subscription. 

BONUS   •   With  the  annual  or 

three-month  subscription.  Value  Line 

will  ship  to  you  immediately  the  2-vol- 

ume   Investors  Reference  Library, 

which  will  give  you  the  latest  full-page 

reports  on  all    1400  stocks  published 

prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have 
already  had  such  a  4-week  subscription  with- 
in the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-$44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus-the  2volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee 

Name  (please  print) 


Address 


City. 


AA16-33 


.State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

^^^>r  The  Value  Line  Investment  Survey 

'si '  y       Published  by  Arnold  Bernhard  &  Co..  Inc. 
^         5  East  44th  Street  •  New  York,  NY.  10017 

(No  a.-signmeni  of  ihn  ag:eemeni  mil  be  made  without  subscriber's  consent  ) 
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SMd  niu  he  ill 
Ms  or  cash? 


Was  the  DeccmberJanuary  market  weakness  an 
early  warning  signal  or  another  buying  opportunity? 
Is  It  time  to  commit  speculative  funds? 

INVESTORS  RESEARCH  REPORTS  take  a  positive, 
nohedge  stand  on  these  or  similar  questions  vital 
to  the  successful  investor  —  PLUS  —  reviewing 
trends  of  over  600  stocks  in  50  key  groups! 

Special  $1  Offer:  So  you  can  test  for  yourself  the 
value  of  these  reports,  IR  will  immediately  mail 
you  a  Sweek  trial  subscription  which  includes; 

■  Weekly  Market  Analysis  Report 

■  Model  Speculative  and  Investment  Accounts 

■  Copyrighted  Primary  Trend  Index 

■  Projected  Value  Reports 

■  Industry  Group  Analysis 

plus  —  our  bonus  guide  "A  Positive  Investment 
Program"    All  for  only  $1  —  so  act  now! 


INVESTORS  RESEARCH   REPORTS 

Dcpt.  F-4     924   Laguna   St.,   Santa    Barbara,   Calif.  93102 

Plcaic  mail  my  Sweek  trial  subscnpllon  to  Ihe  IR  REPORTS 
plus  my  bonus  A  POSITIVE  INVESTMENT  PROGRAM  guide. 
I  enclose  $1.00. 


City 


(This  ofrer  good  to  drst-time  subscribers  only) 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 0-year"performancerecord,"and  how 
it  may  help  you  now,  simply  write  Dept.G-10. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  ojiSi 

Investment  Management    .    Incorporated  1936 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Peace  And  Money 


Investors,  like  other  people,  prefer 
peace  to  war.  This  assertion  is  easily 
substantiated  by  the  history  of  the 
past  70-ocld  years,  which  saw  the  U.S. 
involved  in  five  wars.  Each  tiine,  the 
approaching  end  of  hostilities  was 
marked  by  recurrent  rallies  in  stock 
prices;  and  each  of  the  four  cease- 
fires so  far  on  record  since  1898  was 
celebrated,  sooner  or  later,  by  ex- 
tended up.swings  in  the  .stock  market. 

This  record  has,  it  seems,  led  many 
people  to  believe  that  the  Vietnam 
peace  negotiations  are  a  virtual 
guarantee  against  serious  and  pro- 
longed weakness  in  stock  prices.  But 
this  view,  no  matter  how  attractive 
and  justifiable  it  may  be  on  emotional 
grounds,  overlooks  another  factor  in 
the  stock-market  equation,  namely, 
money.  There  is,  indeed,  evidence 
that  the  availability  of  money — or 
the  lack  of  it — had  much  to  do  with 
the  timing  and  staying  power  of 
peace  rallies  and  celebrations  in  the 
stock  market. 

It  is  practically  axiomatic  that  dur- 
ing wartime  the  money  supply  grows 
at  an  abnormally  high  rate,  and  that 
money  growth  decelerates  or  reverses 
after  hostihties  end  either  because 
economic  activity  slows  down  or  be- 
cause inflation  needs  curbing.  And  it 
is  quite  easy  to  relate  each  of  the 
stock  market's  peace  demonstrations 
and  each  of  its  subsequent  hangovers 
since  at  least  the  Spanish-American 
War  to  the  ebb  and  flow  of  the 
money  supply. 

Money  Growth,  Market  Growth 

For  example,  stock  prices  began  to 
advance  well  before  the  fall  of 
Manila  in  August  1898,  and  they  con- 
tinued to  rise,  along  with  a  rapidly 
swelling  money  supply,  until  April 
1899;  thereafter,  money  growth 
slowed  considerably  and  the  stock 
market  declined  until,  by  September 
1900,  the  entire  post-Manila  gain  was 
wiped  out.  Much  the  same  happened 
toward  and  after  the  end  of  World 
War  I,  Stocks  rose  during  most  of 
1918  and  1919,  with  the  money  .sup- 
ply expanding  greatly  in  both  years. 
But  from  1920  to  1921  there  was  a 
sharp  contraction  in  the  money  sup- 
ply and  a  deep  bear  market  in  com- 
mon stock  prices.  So  also  in  the  case 

Mr.  SchuIz  Is  a  partner  in  the  New  York 
Slock   Exchange   Arm  of   WoKe   &   Co. 


of- World  War  II.  The  stock  market 
was  strong  throughout  1945  and  into 
early  1946,  with  the  money  supply 
growing  at  a  high  rate  all  the  while. 
Then  the  money  supply  began  to 
shrink  and  soon  thereafter  stock 
prices  went  into  a  shaip  decline  from 
which  they  did  not  actually  recover 
until  the  money  supply  again  began 
to  grow  steadily  in  the  early  1950s, 
during  the  Korean  War. 

Then  things  began  to  take  a  some- 
what different  course.  In  the  Spanish- 
American  War  and  in  World  Wars  I 
and  II,  hostilities  had  ended  without 
long  preliminary  negotiations,  but  the 
fighting  in  Korea  continued  for  two 
years  after  peace  talks  began  in  July 
1951.  Stock  prices  responded  to  the 
start  of  negotiations  by  staging  a  10% 
rally  from  about  Dow  250.  Then,  for 
mere   than    a   year    after    September 

1951,  the  Dow  fluctuated  in  a  wide 
and  almost  flat  trading  range  that 
ended  with  a  false  upside  breakout 
in  December  1952,  Note  that  the 
money  supply  had  been  growing  at 
a  rising  rate  during  most  of  1951;  in 

1952,  it  continued  to  expand,  but  at 
a  declining  pace  that  can  be  related 
to  the  fact  that  the  stock  market 
made  no  net  progress  during  the  first 
11  months  of  that  year. 

Early  in  1953  the  Eisenhower  Ad- 
ministration and  the  Federal  Reserve 
clamped  on  the  credit  brakes,  raising 
the  discount  rate  and  reserve  require- 
ments for  commercial  banks.  In  con- 
sequence, money  growth  almost  came 
to  a  standstill.  Stock  prices  peaked  in 
January  1953  and  declined  through- 
out the  last  seven  months  of  the 
Korean  negotiations.  This  mini-bear 
market  (about  13%  DJI)  typically 
was  interrupted  by  several  minor 
rallies  (3%-5%),  one  of  which  began 
about  six  weeks  before  the  armistice 
was  signed  (July  27)  and  continued 
for  another  two  weeks  thereafter.  The 
downtrend  then  resumed  until  it  had 
retraced  almost  all  the  ground  gained 
after  the  start  of  peace  talks  in  July 
1951,  and  it  was  not  reversed  until, 
by  September  1953,  it  became  ap- 
parent that  the  credit  squeeze  was 
over  and  monetary  policy  was  shift- 
ing to  aggressive  ease  once  more. 

Moral:  Don't  count  on  peace,  or, 
the  prospect  of  peace,  to  give  us  a] 
bull  market  as  long  as  the  outlook 
is  also  for  tight  money.  ■ 
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The 

Forbes  man 
Is  no  mystery 


to  us. 


We  were  curious  last  year  as  to  exactly  who  was  reading  our  magazine.  What,  we  wanted  to  know,  was 
the  quality  of  the  FORBES  audience?  So  we  asked  Don  Bowdren  Associates  to  survey  4000  of  our  subscrib- 
ers for  us.  And  here's  what  the  research  organization  found,  among  other  things: 

The  average  FORBES  man  is  sitting  pretty.  He  makes  $31,000  a  year. 

He  owns  $1 14,000  in  corporate  stock. 

His  other  private  property  includes'a  $40,000  home. 

One  out  of  every  three  FORBES  men  performs  in  the  very  top  levels  of  management. 

One  out  of  every  four  has  a  net  worth  of  a  quarter  of  a  million  dollars  or  more. 

One  out  of  every  twenty-four  is  a  millionaire. 

As  to  reading  habits,  four  out  of  five  FORBES  men  don't  read  Fortune. 

Four  out  of  five  don't  read  Business  Week. 

Two  out  of  three  do/i7  read  Time. 

Four  out  of  five  don't  read  Newsweek. 

The  FORBES  man  reads  FORBES  at  home,  from  ooverto  cover.  He  must  enjoy  it,  because  he  reads  it  very 
thoroughly.  One  thing's  for  sure.  There's  just  one  place  to  reach  the  FORBES  man  right  where  he  lives, 
and  that's  in  FORBES. 

So  Where's  the  mystery? 

FORBES  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 


ASSETS    OVER    $415    MILLION 


GIVE 

YOUR 

SAVINGS 


Double  Safety 


© 


Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 
One  of  the  highest  reserve 
ratios  in  the  nation. 


5 


IOT"  per  year  on 
/O  Bonus  Accounts 
4~~        in  multiples  of 
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^4»     Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  groiVth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 

Available  (Keogh  Act) 
Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc 
230  Park  Ave.  N  Y  C   10017    Dpq! 
Phone:(212)679-2700 


NAME 


ADDRESS. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Key  To  Profitability 


For  ye.ars,  I've  felt  that  serious  se- 
curity bu>  ers — and  we  who  attempt 
to  help  >ou — spend  entirely  too  mucli 
time  talking  about  "the  stock  market," 
which  is  reallx-  nothing  more  than  a 
psychedelic  supermarket.  I'm  not  say- 
ing that  e\er\-  da\-  is  a  day  when 
common  stocks  are  a  s\non\m  for 
happiness.  My  point  is  that  although 
the  Dow-Jones  industrial  average  to- 
day is  about  where  it  was  three  years 
ago  at  this  time,  there  have  been 
scores  of  individual-issue  bull  and  bear 
markets  in  the  intervening  years. 

Under  the  circumstances,  isn't  there 
little  point  in  being  a  hero  about  the 
direction  of  the  averages,  when  the 
key  to  profitability  rests  with  individ- 
ual-issue selection?  Bearing  in  mind 
that  perspective  and  patience  are  re- 
quisites to  long-temi  investment  prof- 
its, I'm  going  to  mention  two  com- 
panies that  have  caught  my  attention 
in  recent  weeks. 

Your  wives  know  the  Clorox  Co. — 
by  far  the  leading  factor  in  the  hquid 
bleach  business,  and  liquid  bleaches, 
in  turn,  have  the  lion's  share  of  the 
bleach  market.  Your  wives  will  also 
tell  you  that  the  new  "thing"  in  the 
home  laundry  field  are  enzymes. 
The  promotional  and  introductorx 
efforts  of  the  enzyme  makers  in  the 
past  six  months  have  been  with- 
out parallel  in  the  history  of  the 
grocery  products  business.  Thus,  it 
was  almost  inevitable  that  Clorox' 
sales  (and  earnings)  would  be  off  in 
the  March  quarter.  But  it  is  my  im- 
pression that  the  peak  of  the  enzyme 
competitive  threat  either  has  passed 
or  is  passing,  that  the  housewife  is 
now  awaie  of  several  factors:  A  good 
bleacli  and  a  good  detergent  are 
necessary  to  do  a  proper  home  laundry 
job;  products  such  as  enzymes  and 
fabric  softners  play  only  a  supple- 
mentary role  and  do  not  replace 
bleaches  and  detergents;  enzymes  as 
such  are  effective  only  against  certain 
stains  rather  than  the  most  common 
stains  which  are  removed  by  bleach. 

All  of  which  suggests  to  me  that 
Clorox'  long-term  growth  record  will 
be  resumed  in  the  coming  fiscal  year. 
I  believe  earnings  per  share  for  the 
year  ending  June  30  won't  be  far 
from  the  S1.43  reported  in  the  1968 

Mr.  Lurls  is  a  partner  in  the  New  York  Stock 
-xchange  firm  of  Josephthal  &  Co. 


fiscal  )'ear.  In  my  opinion,  the  stock 
is  an  interesting  growth  speculation 
at  around  20. 

I'm   also  intrigued   with   American 
Air  Filter,  a  company  which  is  a  bene- 
ficiary of  the  growing  interest  in  air 
pollution    and    dust    control    systems 
both  here  and  abroad.  Broadly  speak- 
ing, the  c-ompanys  business  falls  into 
three  areas:   air  filtration  equipment, 
i.e.,  systems  that  clean  air  before  en- 
tering  habitable   areas;   air   handling, 
or    air    filtration    devices   for   schools,  i 
institutions,  and  commercial  buildings;  I 
air    pollution    control    equipment    for 
factories.  \\'ith  the  compan\'  free  of 
the   internal   and   nonrecurring   prob-i 
lems    that    hampered    1967-68    fiscal 
year   results,   and   incoming   business 
nmning  well  above  the  year-ago  level. 
I  believe  earnings  for  the  fiscal  \ear 
ending  next  October  will  be  in  the 
SI.75-to-$2-per-share  area   on   record 
sales  in  excess  of  S80  million.  Equally 
interesting,  it  seems  to  me  that  there 
has  been  a  change  within  the  com- 
pany in  the  past  few  years  that  should 
result  in   a  more   aggressive  posture 
in  its  fast-growing  fields.  In  my  opin 
ion,  the  stock  is  an  interesting  long 
teiTn  speculation  at  around  30. 


Long-lerm  Benefits 

Should  one  be  interested  in  thesi 
corporate  vignettes  now  that  the  otht 
shoe  has   dropped,   and   the   Feder. 
ReseiA'e  Board  has  shown  its  determi 
nation  to  cool  oft  inflationary  expecta 
tions?  My  answer  is  "yes"  inasmuc 
as  I  don't  think  the  increase  in 
discount   rate   will   result   in    anol 
twist    in    the    over-all    interest    nii 
spiral.  For  one  thing,  the  increase  J 
the   discount   rate   followed   the  ris 
in  interest  rates  rather  than  precediu 
it,    as   in   the   past.    Second,    intere 
rates  declined  either  during  or  afti 
all   past   periods   of   credit   restrain 
Third,  I  beheve  the  Federal  Resen 
Board's    actions    will    remove    a    s 
called  credibility  gap,  and  the  Ion 
tenn  benefits  of  a  cooling  off  of  tt 
unsustainable   boom   could   be   ina 
callable.  In  other  words,  I  see  no  re 
son  to  change  my  previously  expressi 
view  that  we  are  witnessing  a  peakii 
of  the  interest  rates  cycle,  and  eve 
major  turn   in   the  stock  market  l 
been  preceded  by  an  upturn  in  t 
bond  market.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 

New  Interest  In  Foreign  Stocks 


Practically  ever>  Thursday  since 
he  beginning  of  Februan-  tlie  market 
;xpected  the  Federal  Reserve  Bank 
0  increase  its  rediscount  rate.  Mean- 
vhile,  every  other  interest  rate  went 
ip,  including  the  prime  rate,  and  as 
he  rediscount  rate  of  5M%  was  not 
n  "effective"  rate,  it  was  to  some 
ixtent  ignored.  Thus  when  the  in- 
rease  came  during  the  Easter  week- 
nd,  it  was  almost  an  anticlimax.  Ac- 
ompanying  the  increase  in  the  re- 
liscount  rate,  the  new  requirements 
0  increase  "reserves"  by  one-half  of 
%  are  much  more  important:  This 
hould  reduce  the  available  credit  b\ 
ppro.ximately   S2.5   billion. 

There  is  .some  justification  for 
his  latest  move  to  restrain  credit  if 
he  economy  is  still  overheated.  How- 
ver,  action  taken  prior  to  this  latest 
queeze  was  beginning  to  be  felt. 
Lt  the  same  time,  peace  negotiations 
lay  be  getting  somewhere,  and 
ve  may  expect  at  least  a  substantial 
le-escalation  of  the  war  in  \'ietnam. 
consequently,  the  possibility  should 
lOt  be  overlooked  that  the  measures 
aken  ma>  do  more  than  achieve  a 
eiilthy  deflationary'  effect.  It  would 
e  tragic  if,  through  overcorrection, 
be  ec-onomy  were  to  be  drawn  into 
recession.  Our  only  hope  remains 
lat,  inasmuch  as  action  to  inflate 
le  economy  is  always  more  palatable 
laii  is  the  opposite  course,  there 
'ould  be  a  fast  reversal  should  over 
arrection  bec-ome  evident. 

In  connection  with  the  Interest 
Iqualization  Tax,  in  an  article  a  few 
lonths  ago,  in  which  I  expressed  a 
ope  that  we  have  seen  the  end  of 
lis  tax,  I  pointed  out  that  its  original 
urpose  was  no  longer  e.xistent,  inas- 
luch  as  interest  rates  abroad  are  no 
)nger  substantially  higher  than  prev- 
lent  interest  rates  in  the  U.  S.  While, 
^ettably,  the  Administration  didn't 
0  all  the  way  in  aboUshing  the  tax, 
has  taken  cognizance  of  the  fact 
lat  this  discrepancy  in  interest  rates 
0  longer  is  so  glaring,  and  the  tax 
as  been  reduced  from  18?i%  to  11}4% 
n  the  purchase  of  equities  from  over- 
;as  by  American  residents. 
However,  the  Administration  is  ask- 
ig  for  the  retention  of  the  right  to 
mtinue  the  tax  beyond  the  current 
qpiration,  in  July  1969,  to  the  end 
f  1970.   For  a   tax  that  was  intro- 


duced as  a  temporary  measure  in 
1963,  we  have  certainly  lived  with  it 
long  enough.  Up  to  now,  new  Amer- 
ican equity  investments  abroad  were 
confined  to  special  speculative  situa- 
tions, where  the  payment  of  a  large 
premium  still  left  speculative  possi- 
bilities, such  as  gold  shares.  Obvi- 
ously, with  an  effective  rate  of  tax 
only  60'i  of  what  it  had  been,  one  can 
reasonably  expect  an  increase  in  the 
number  of  situations  more  sophisti- 
cated American  investors  may  wish  to 
acquire  from  abroad. 

Great  Polentials 

From  time  to  time  I  have  talked 
about  Ocean  Drilling  ir  Exploration 
Co.  (Odeco),  a  company  which, 
while  essentially  an  American  con- 
cern, has  many  interests  overseas.  Dur- 
ing the  last  few  months,  and  especially 
in  the  wake  of  the  recent  fiasco  in  the 
offshore  California  oil  wells,  offshore 
drilling  companies  have  been  much  in 
disfavor  and,  as  usual,  the  market  has 
exaggerated  the  importance  of  this 
unfavorable  development.  Most  such 
stocks  have  dropped  considerably. 

In  the  case  of  Odeco  (originally 
recommended  here  at  20)  the  market 
price  was  49  at  one  point  this  year; 
it  is  currently  39.  Odeco  maintains  a 
policy  of  retaining  a  working  interest 
in  most  of  the  leases  it  drills,  and 
over  the  years  has  thus  built  up  a 
large  oil-  *and  gas-producing  interest 
apart  from  its  drilling  business.  Off- 
shore drilling  is  certainly  not  going  to 
decrease  over  the  next  few  years,  and 
Odeco  can  fully  expect  to  keep  its 
vessels  profitably  employed.  In  addi- 
tion, its  oil  and  gas  production  is  on 
the  increase.  The  company  has  tre- 
mendous potential  in  some  of  its 
overseas  concessions.  A  well  drilled  by 
Murphy  Oil,  on  a  concession  of 
550,000  acres  in  the  North  Sea,  is  re- 
ported to  have  struck  a  very  good 
gas  well  about  130  miles  west  of  Nor- 
way. While  details  at  this  time  are 
meager,  the  fact  that  Odeco  has  a 
25%  participation  in  this  area  may 
prove  to  be  of  immense  value  in  the 
future.  At  the  current  level,  the 
stock  looks  very  attractive,  in  spite  of 
the  fact  that  it  has  not  fallen  back  in 
market  value  quite  as  much  as  have 
some  other  offshore  drilling  com- 
panies, a 


on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughouf  the  United 
States  and  around  the  world  hove  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  .  . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  ond  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  has  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  ond  seek  the  re- 
wards of  a  professionolly-manoged  common  stock 
portfolio. 

V/ith  our  compliments:  "Declare  Your  Own  Divi- 
dends"—  a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.  MF-501 
Investment  Management  Division 
Babson  Porii,  Mass.  02  I  57 


WARRANTS 

move  faster  and  further  than  any  other  type  of 
security — both  up  and  down.  Thus,  in  prewious 
years,  General  Tire  &  Rubber  Warrants  moved 
from  A'/z  to  206  and  United  Air  Lines  Warrants 
from  4%  to  126  amid  a  host  of  similar  ei- 
amples,  while  a  Martin-Marietta  Warrant  skid- 
ded from  46%  to  MVs  with  plenty  of  down- 
side company.  Since  the  outstanding  leverage  of 
Warrants  is  indisputable,  and  since  the  number 
of  actively-trading  Warrants  is  growing  rapidly — 
141  currently  that  you  should  know  about — with 
more  top-flight  companies  Issuing  Warrants;  AMK, 
Gulf  &  Western,  Ling-Temco,  Loew's  etc. — you 
should  know  what  Warrants  are,  which  Warrants 
trade  In  today's  market,  and  the  basic  rules  for 
recognizing  opportunities  in  Warrants  (and  dan- 
gers)  when   they   occur. 

The  R.H.M.  Warrant  &  Stock  Survey  -f  Stocks 
Under  10,  is  one  of  the  largest  and  most  re- 
spected investment  services  covering  the  War- 
rant field,  with  more  than  two  decades  of  ser- 
vice to  investors  under  the  editorship  ot  Sidney 
Fried,  a  name  associated  with  the  Warrants  field 
in  every  financial  center  of  the  western  world. 
Let  us  tell  you  how  our  service  approaches  devel- 
oping opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  "Stocks  Under  10".  There 
is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.  For 
your  free  copy,  send  today  to  Warrants,  Dept. 
F-404,  R.H.M.  Associates,  220  Fifth  Avenue, 
New  York,   N.Y.,    10001. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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Teleg£Owt]W^ 

BABSON'S 

NE3W  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive In  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  ado  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mall 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.   F-278 

Name 


Street  &  No. 
City 


-  State - 


—Zlp- 


BABSOIN'S  IltTPORTS 

Incor-pomted 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  RCER  VV.  B.ABSON 


Trends 

&  Tangents 

{Continued  from  page  10) 

were  appro\cd  by.  the  U.S.  Food 
and  Drug  Administration  in  1967. 
Another  drug  approved  in  1968 
did  not  go  on  the  market  last  year. 
Thus  the  actual  number  of  new 
drugs  approved  and  marketed  in 
1968  was  seven,  the  lowest  number 
since  1954. 

Here  Comes  Sears 

Nothing  much  seems  to  daunt 
Sears,  Roebuck,  no  matter  who  the 
competition  is.  One  of  the  big  re- 
tailer's latest  coups  is  its  big  move 
into  the  central  air  conditioning  of 
homes,  long  the  province  of  en- 
trenched companies  such  as  Carrier 
(Forbes,  April  15).  "In  the  last 
two  years.  Sears  has  become  a  real 
factor,"  says  the  somewhat  awed 
executive  of  one  air  conditioning 
company.  Sears  won't  say  what 
share  of  the  market  it  now  has,  but 
it  has  plenty  of  room  for  growth. 
Residential  central  air  conditioning 
is  over  a  $l-billion  market. 

Safety  First 

The  fastest-growing  area  in  the 
boating  field  is  not  boats  them- 
selves or  even  motors,  but  marine 
accessories  in  general  and  boat 
safety  equipment  in  particular.  The 
marine  accessories  par':  of  the 
industry  is  growing  at  a  rate  of 
13%  a  year  compared  with  9%  for 
the  industry  as  a  whole.  Included 
in  marine  accessories  were  almost 
$100  million  worth  of  safety  items, 
such  as  compasses,  automatic  pi- 
lots, radar  and  radio-telephones 
produced  by  some  69  companies. 


FOREIGN 


Telling   All 

U.S.  companies  with  Canadian 
subsidiaries  are  waiting  to  see  what 
action  the  Canadian  government 
will  take  on  the  Watkins  Report, 
which  proposes  new  guidelines  for 
financial  reporting  by  both  pri- 
vately and  publicly  owned  compa- 
nies. If  Parliament  goes  all  the  way, 
U.S.  subsidiaries  in  Canada — which 
comprise  about  65%  of  Canadian 
industry — will  have  to  report  sales 
and  earnings  as  if  they  were  in- 
dependent companies.  Usually  Ca- 
nadian operations  are  buried  in  an- 
nual reports  in  the  consolidated 
statements,  or  simply  lumped  with 
U.S.  figures.  ■ 


"HOW  CAN  I  TELL 
WHEN  TO  SELL" 

You've  latched  on  to  a  stock  that's  on  the 
rise,  but  .  .  .  how  now?  Should  you  sell  and 
settle  for  a  profit  ...  or  hold  and  hope  for 
more?  Not  an  easy  decision  to  make,  but 
one  nevertheless  faced  by  most  investors 
much  of  the  time. 

We  have  the  same  timing  problem.  How- 
ever, we  believe  there  are  two  factors  in 
oDr  favor  ...  (1)  a  specially  designed  "3d 
generation",  realtime,  online  computer  that 
provides  us  with  timely  investment  informa- 
tion in  seconds  .  .  .  information  that  used 
to  take  hours  and  days  to  dredge  up  and 

(2)  a  systematic  computer-based  technique 
that  clearly  signals  when  to  sell  (and  when 
to  buy)  "by  the  numbers." 

We  call  our  method  COM-STAT  (COMputer 
Stock  Timing  and  Analysis  Technique).  Since 
its  inception  in  1963,  after  years  of  intensive 
testing,  COMSTAT  has  provided  a  method 
on  which  to  base  intelligent,  unemotional 
investment  decisions.  Specifically  COM-STAT 
seeks  to  help  you  ..  . 

.  .  .  increase  your  profit  potential  by  buying  and 
selling  the  "right"  stock  at  the  "right"  time 
.  .  .  achieve  a  sensible  balance  between  max- 
imum possible  return  and  minimum  possible 
risk 

.  .  .  reduce  the  amount  of  time  and  study  to 
make  investment  decisions 
...  be  confident  that  the  recommendations  you 
get  are  based  on  a  thorough  study  of  researched 
information,  careful  analysis,  and  the  direct  out- 
put of  probably  the  world's  most  advanced  com- 
puter facilities  for  an  investment  service. 
SEND  FOR  COM-STAT's  $10  INTRODUCTORY 
TRIAL  PACKAGE  ...  and  see  at  first  hand 
how  this  remarkably  effective  service  can 
help  your  investment  program.  You  will 
receive:  (1)  The  latest  computer  ratings  on 
450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH 
the  fundamental  and  technical  factors  in 
each  of  these  stocks  in  the  current  market. 

(3)  Full  details  on  test  results  made  by  ap- 
plying COMSTAT  Stock  Ratings  to  an 
automatic  buy-sell  plan.  (4)  COM-STAT's 
measurement  of  today's  stock  market  with 
advice  for  the  period  ahead  .  .  .  including 
its  Forecasting  Lines,  closely  watched  to 
help  determine  coming  market  trends.  (5) 
The  latest  COM-STAT  Stock  Comments,  with 
growth-channel  projections  on  carefully  se- 
lected top-rated  issues.  (6)  Specific  instruc- 
tions on  how  to  apply  COMSTAT  to  growth, 
income  or  speculative  portfolios. 
COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ..  .  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail  .  .  . 


COM-STAT 

a  division  of 

Spear  &  Staff,  Inc. 

Dept.  CF-501 

Babson  Park,  Mass.  02157 

Yes,  here  is  my  $10  (refunded  in  full  if  I  am 
not  completely  satisfied,  and  fully  credited  if  I 
decide  to  become  a  member).  Send  me  your  56 
page  Introductory  Trial  Package  containing  COM- 
STAT's  latest  findings  and  advices  en  slocks  in 
the  current  market. 

n  Check  here  to  receive  all  of  the  above  as  a 
bonus  with  a  90-day  Guest  Membership  at  $95 
(or  $90  if  payment  is  enclosed)  ...  a  $125 
value. 


Name. 


Address. 
City 


.State_ 


-Zip- 


(For  nevK  readers  only  —  not  assignable  without 
your  consent) 

n  Check  here  if  you  are  an  investor  with  more 
than  $15,000  in  the  market  and  would  like  to 
be  informed  about  Spear  &  Staff's  Investment 
Management  Program.  No  obligation. 
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READERS  SAY 


{Continued  from  page  12) 
99  and  44/100%  Good 

Sir:  Regarding  ARA  Ser.ices  in  the 
Mar.  15  issue.  Paragraph  two.  alluding 
to  mobsters  and  bribers  [in  the  vending 
machine  industn.].  certainly  didn't  im- 
prove the  article  an>-.  Our  industry'  is 
dam  near  99.44?  good,  honest  busine5!>- 
men  serving  a  market  that  needs  us  as 
badly  as  we  need  them. 

— Dantd  Bach 

President. 

Bell  Vending  Co. 

Rochester,  Minn. 

Which  Is  Which? 

Sir:  Please  put  on  a  drive  for  unam- 
biiiuous  picture  captions.  Apr.  1,  page 
5():  Which  is  Bob  Hope? 

— J.R.  Emblen 
PlainBeld,  Ind. 

Sdr:  As  Forbes  is  a  business  magazine 
its  editors  are  well  aware  of  the  benefits 
that  result  from  advertLsing.  .Accordingly, 
the  sweet  youngster  pictured  with  Bob 
Hope  should  certainly  have  been  identi- 
fied by  name  and  possibly  even  telephone 
umber. 

E.R.    ScHWALB.\CH 

Milwaukee,  Wis. 

Sir:  Re  the  "Faces  Behind  the  Fig- 
ures" feature,  are  you  renaming  it  Faces 
Beside  the  Figures,  or  is  it  April  Fool? 
— R.G.  Savoxje 
Vice  President, 
Inland  Container  Corp. 
Indianapolis,  Ind. 

Sir:  I  was  shocked  and  surprised. 
Surely  in  Forbes,  such  a  picture  is  out  of 
arder. 

— R.H.  Far-sham 
Bethesda,  Md. 

Sir:  Your  photograph  portrays  Bob 
Hope's  interests  in  other  natural  assets 
jesides  land  and  oil.  An  article  on  the 
look-see-bosom  sweater  company  is  in 
xder  for  a  futiue  issue. 

— X.C.  Lamancusa 
New  Castle,  Pa. 
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■    The  lady  in  the  picture  is  actress  Raquel 
mrelch—ED. 

VOF 


A  registration  statement  relating  to  these  securities  has  been  filed  with  the  Securities  and  Exchange 
Commission  but  has  not  yet  become  effective.  These  securities  may  not  be  sold  nor  may  offers  to 
buy  be  accepted  prior  to  the  time  the  registration  statement  becomes  effective.  This  adver- 
tisement  shall  not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  nor 
shall  there  be  any  sale  of  these  securities  in  any  State  in  which  such  offer, 
solicitation  or  sale  would  be  unlawful  prior  to  registration  or  quali- 
fication under  the  securities  laws  of  any  such  State. 


PROPOSED  NEW  ISSUE 


April  12, 1969 


1,250,000  Shares 

Inventure  Capital  Corp. 

Capital  Stock 

($1.00  Par  Value) 


Inventure  Capital  Corp.  is  a  closed-end  investment  company  which  seeks  growth 
of  capital  over  a  period  of  years,  principally  through  venture  capital  invest- 
ments and  other  securities  having  the  potential  for  significant  appreciation. 
Studley,  Shupert  U  Co.,  Inc.  of  Boston  is  the  Company's  investment  adviser. 


Proposed  Offering  Price 

$20  Per  share 


In  such  States  as  these  securities  are  expected  to  be  o^ered,  a  copy  of  the 
Preliminary  Prospectus  may  be  obtained  from  your  securities  broker  or  from^ 


F.  S.  Smithers  &  Co. 

44  WALL  STREET.  NEW  YORK,  N.  Y.  10005 


COOPERATE 

WITH  THE  ZIP  CODE  PROGRAM 

OF  THE   POST  OFFICE   DEPARTMENT 

USE  ZIP  CODE   NUMBERS 

IN  ALL  ADDRESSES 
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Henry  Neuwxrth 

Prcndcnt 

A  mutual  fund  seeking  potential  long- 
term  capital  appreciation. 

A  complimentary  copy  of  the  prospectus  is 
available  on  request. 

Exclusive  Distributor 

Mayflower  Securities  Co.,  Inc. 

32  Broadway.  New  York,  N.  Y.  10004 

Kindly  send  me  a  complimentary  copy  of  The  Down- 
town Fund,  Inc.  prospectus. 


Name  (print) 

Addreu 

City State Zip . 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  /o  of  your  money  is  invested 
for  you  for  growth  possibililies 
in  the  broad  field  of  ENEKGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SCLF-EMPLOYEO  RETIREMENT  PUHSl 

ENERGY  FUND  is  a  qualified 
Investmmt  under  Keogh  Act. 


PUHS] 
d 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  t  CO..  Dlitrlbutor 

Members  N.Y.  Stock  Exchange 

S5  Broad  St..    New  York  10004  DcDt    F 

(212) 344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERSr  FUND. 


NAME_ 
ADDRESS. 


=      I 
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Made  In  Japan 

The  Japan  Fund  was  a  standout  last 
year  and  it  has  been  a  standout  .so 
far  this  year.  Last  year,  while  U.S. 
mutual  funds  as  a  Rioup  averaged  an 
18%  gain  in  net  asset  value  per  share, 
the  Japan  Fund  gained  59'/.  So  far 
tliis  year,  tlie  industry  has  shpped  by 
more  than  5%,  but  the  Japan  Fund 
has  gained  more  than  .30'/. 

There's  no  mystery  about  this  stel- 
lar performance.  The  Japan  Fund  is  a 
clo.sed-end  investment  company  whose 
portfolio  includes  only  Japanese 
.slocks,  and  both  the  Japanese  econ- 
oni\  and  the  Tokyo  stock  market  are 
booming.  Tlic  market  had  a  gain  of 
.33'/  last  year  and  another  gain  of  10% 
in  the  first  three  month;;  of  this  year. 

Japan  Fund's  Vice  President  Steven 
Schaefer  attributes  much  of  the  suc- 
cess to  its  holdings  of  Daiwa  House, 
a  major  Japanese  producer  of  prefab- 
ricated liousing,  which  incicased  five 
to  si.\  times  last  year,  and  National 
C^asli  Register  of  Japan,  which  has 
increased  80'/  since  December.  Says 
Schaefer:  "Our  portfolio  was  about 
50%  in  electrical,  electronic  and  build- 
ing stocks  and  about  10'/  in  banks." 

But  investing  in  the  Japanese  mar- 
ket has  special  limitations.  "The  Ja- 
panese government,"  .says  Schaefer, 
"has  set  a  limit  of  20%  foreign  owner- 
ship of  Japanese  stocks."  What  this 
means  for  Japan  Fund  is  that  it  can't 
bu>'  any  more  Daiwa  House,  in  which 
the  limit  has  already  been  reached. 
And  the  foreign  money  has  been  flow- 
ing in  like  never  before.  Last  year 
the  net  inflow  was  $229  million  or 
232%  more  dian  the  $69  net  inflow 
in  1967. 

Tlie  Japan  Fund  is  a  fairly  small 
fund,  which  as  of  mid-April  had 
assets  of  only  $54  million.  Its  growth 
has  been  hampered  by  the  Interest 
E(}iiali/.ation  Tax,  a  U.S.  tax  on  the 
purchase  of  foreign  securities,  which, 
until  recently,  was  18?5X  and  still  is 
11)4%.  U.S.  citizens  who  buy  the 
shares  already  outstanding  and  held 
by  other  U.S.  citizens  do  not  have 
to  pay  the  lET,  but  if  the  Japan  Fund 
were  to  issue  new  shares,  the  pur- 
chasers would  have  to  pay  it.  The  tax 
hiis  therefore  naturally  discouraged 
Ihe  Japan  Fund  from  issuing  new 
.shares. 

Says  Japan  Fund's  president  Jon- 
athan iMa.son:  "If  the  Interest  Equal- 
ization Tax  hadn't  come  along,  our 
lund  would  have  been  many  times 
its  size  today."  But  there  has  also 
been  a  beneficial  effect,  at  least  for 
current    shareholders:     The     relative 


Jonathan  Mason  (above)  is 
president  of  Japan  Fund  and 
a  vice  president  at  Bache  & 
Co.  Steven  Schaefer  (below), 
the  fund's  vice  president,  picks 
its  stocks  with  ihe  help  of  six 
full-time     analysts     in     Tokyo. 


I 


shortage  has  meant  that  Japan  Fund 
shares  have  been  selling  recently  at 
a  premium  of  some  5%  to  10%  above 
the  market  \alue  of  the  underlying 
assets. 

There  is  one  small  cloud  on  Japan 
Fund's  horizon.  "Japan's  major  stim- 
ulus in  the  past  year  has  been  its 
export  business  with  the  U.S.,"  says 
Mason.  "If  the  anti-inflationary  mea- 
sures of  the  U.S.  Government  go  too 
far  and  cause  a  recession,  this  will 
have  an  immediate  effect  on  Japan' 
— and,  of  course,  on  the  Japan  Fund.  ■ 
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HOW  DO  YOUR  FUNDS 

COMPARE  WITH   GFG'S 

DYNAMIC  LIST? 

NO-LOADS   No  Broker  Fee 

BASIC  REFERENCE  DATA 
PORTFOLIOS 

in  2  Dynamic  GrOAth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  sho.vs  flynamic  potential. 

CHARTS 

On  at  least  36  funds.  Higfi.  low  and 

closing  on  log  scale,  assets,  distributions* 

inflow  of  capital-plus  transparent  indicies, 

comparators  and  °,  ruler. 

DEVELOPING  FUNDS 

Listing  of  ne«  funds  and  follow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  ratmg  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL      BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  *1  (New  Subscribers  Only) 

Just  sen./  this  ad  and  $1  to: 
GROWTH  FUND  RESEARCH.  Inc. 

Depi    K    1  ,    P    O.   Bo«   2109 

long  Beach,  Col'    90301 

Subscription  cjnnot  be  <ssi|ned  wilhoul  your  consent 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  10, 
1969,  declared  a  second 
quarter  dividend  of  60  cents 
per  share  on  the  Company's 
outstanding  stock,  payable 
June  2,  1969,  to  stock- 
holders of  record  April 
30,  1969. 


Tfie  American  Road 
Dearborn,  Michigan  4ai2i 


DEAREST: 


I  can't  wait  to  hear  from 
you,  so  note  the  Zip  Code 
in  my  address.  And  use  it 
when  you  write  to  mel 
Zip  Code  really  moves 
the  mail. 


Forbes 


Index  of  Advertisers— MAY  1,  1969 

~1  Indicated  below  are  those  general  advertisers  who  will  make  additional 
intormation  or  annual  reports  available  to  Forbes  readers  as  stated  in  their 
advertisements  on  the  pages  noted. 


AMERICAN    StVIELTING    AND 

REFINING  COMPANY    2nd  Cover 

Agency:  Clyne  Maxon,   Inc. 

AMERICAN   TELEPHONE  & 

TELEGRAPH    CO 4 

Agency:  N.  W.  Ayer  &  Son,  Inc. 

□  AMETEK      10 

Agency:   Bastord    Incorporated 

AVCO    CORPORATION     14 

Agency:    Kriicnard    v\/ood   Associates, 
Inc. 

BABSON'S    REPORTS    INCORPORATED   76 

Agency;  Kennetti  T.  Vincent  Co. 

CANADIAN     PACIFIC    RAILWAY 

COMPANY      8-9 

Agency:   McKim/ Benton  &  Bowles, 
Ltd. 

THE   DANFORTH   ASSOCIATES    72 

Agency:  Wunderman,  Ricotta  & 
Kline,  Inc. 

EASTMAN    KODAK    COMPANY 
BUSINESS    SYSTEMS    MARKETS 

DIVISION       29 

Agency:  J.  Walter  Ttiompson  Company 

ENERGY    FUND    INCORPORATED    78 

Agency:  The  Leo  Baron  Agency 
Inc.   Advertising 

FIDELITY    FEDERAL    SAVINGS   & 

LOAN    ASSOCIATION     74 

Agency:  The  Perrett  Company 

FIRST  NATIONAL  CITY  BANK    Back  Cover 

Agency:  Batten.  Barton,  Durstine  & 
Osborn,    Inc. 

THE    FLINTKOTE   COMPANY    50 

Agency:    Ketchum,    MacLeod  & 
Grove,    Inc. 

FORD    MOTOR    COMPANY    79 

Agency:  Grey  Advertising  Inc. 

n    THE   GENERAL   FIREPROOFING 

COMPANY       17 

Agency:  Ketchum,  MacLeod  & 
Grove,   Inc. 

THE    B.    F.    GOODRICH    COMPANY    ...    18 

Agency:   The  Griswold-Eshleman 
Company 

GROWTH     FUND     RESEARCH,     INC..    79 
Agency:  Albert  Frank-Guenther  Law, 
•     Inc. 

□  GULF   OIL  CORPORATION    43 

Agency:  Erwin  Wasey,   Inc. 

INVESTORS    RESEARCH    COMPANY  .  .    72 

Agency:   Palmer,  Larson  &  Bateman, 
Inc. 

THE   JOHNSTON    MUTUAL   FUND    INC.   74 

Agency:    Pace  Advertising  Agency, 
Inc. 

KEYSTONE   CONSOLIDATED 

INDUSTRIES,     INC 59 

Agency:    Eckhouse  Advertising,   Inc. 

n    LIGGETT    &    MYERS    INC.— 

LARK    CIGARETTES     6 

Agency:  J.  Walter  Thompson  Company 

LOEB,    RHOADES    &    CO 58 

Agency:   Doremus  &  Company 

THE    MAGNAVOX    COMPANY     37 

Agency:   Kenyon   &    Eckhardt   Inc., 
Advertising 

MAYFLOWER     SECURITIES     CO.,     INC.   78 

Agency:  Albert   Frank-Guenther   Law, 
Inc. 

□  MEILINK   STEEL   SAFE   COMPANY    ...    34 

.     Agency:   Beeson   Reichert  Richard, 
Inc. 

MERRILL   LYNCH,   PIERCE, 

FENNER    &    SMITH    INC 38 

Agency:  Ogiivy  &  Mather  Inc. 


n     MINNESOTA,    STATE    OF   — 
DEPARTMENT    OF    ECONOMIC 

DEVELOPMENT         28 

Agency:   Tne  Erie  Savage  Company 

THE   NATIONAL   CASH    REGISTER 

CO 31 

Agency:   McCann-Erickson,   Inc. 

D     NATIONAL   LIFE    INSURANCE 

COMPANY       13 

Agency:   The  ZIowe  Company   Inc. 

NEW    YORK    SECURITIES    CO 47 

Agency:   Doremus  &  Company 

n     NEW   YORK   STATE,   STATE 

DEPARTMENT    OF    COMMERCE    33 

Agency:  Batten,  Barton,   Durstine  & 
Osborn,    Inc. 

THE    PADDINGTON    CORPORATION 

(J&B    SCOTCH    WHISKY)    12 

Agency:   E.  T.  Howard  Co.,  Inc. 

PAINE,  WEBBER,   JACKSON   & 

CURTIS        60 

Agency:   Doremus  &  Company 

n    QUARTERBACK    SPORTS    FEDERATION, 

INC 11 

Agency:    Bart-Jay    Inc. 

R.H.M.    ASSOCIATES     75 

Agency:    Saturday    House,    Inc. 

RAPID-AMERICAN    CORPORATION    ...    35 

Agency:   S.   R.   Leon  Company,   Inc. 

REYNOLDS    &    CO 57 

Agency:   Albert   Frank-Guenther  Law, 
Inc. 

G    ROCKWELL   MANUFACTURING 

COMPANY    3rd   Cover 

Agency:   Marsteller  Inc. 

n    SAN    ANTONIO,   CITY   OF  — 

CITY   PUBLIC    SERVICE   BOARD    58 

Agency:   Bernard    M.    Brooks 
Advertising 

F.  S.  SMITHERS  &  CO 77 

Agency:   Doremus  &  Company 

SOUTHERN    RAILWAY    SYSTEM  48-49 

Agency:  Cunningham  &  Walsh,  Inc. 
Advertising 

SPEAR    &    STAFF,    INC. 

COM-STAT     DIVISION      76 

Agency;  Alfred  S.  Buyer,  Inc. 

SPEAR    &    STAFF,    INC. 
INVESTMENT    MANAGEMENT 

DIVISION       75 

Agency:  Kenyon  &  Eckhardt  Inc., 
Advertising 

TESSEL,    PATURICK   &   OSTRAU, 

INC 34 

Agency:   Slesar  &  Kanzer,   Inc. 

n    UNION    PACIFIC    RAILROAD    32 

Agency:   Geyer-Oswald,   Inc. 

UNITED    AIRCRAFT 

CORPORATION      40-41 

Agency:  Cunningham  &  Walsh   Inc. 
Advertising 

THE   VALUE    LINE    INVESTMENT 

SURVEY      71 

Agency:  The  Vanderbilt  Advertising 
Agency,    Inc. 

WALSTON   &   CO.,   INC 59 

Agency:  Albert  Frank-Guenther  Law, 

Inc. 

THE    WARNER    &   SWASEY 

COMPANY       3 

Agency:  The  Griswold-Eshleman 
Company 

WHITE,  WELD  &  CO 44 

Agency:   Gaynor  &  Company 

WOLFE  &  CO 75 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


If  you  would  reforai  the  world  from 
its  errors  and  vices,  begin  by  enlisting 
the  mothers.       — Charles  Simmons 


It  takes  just  as  long  to  get  out  of 
any  trouble  as  it  took  to  get  into  it, 
and  sometimes  longer. 

— J.  Kexfield  Morley 


If  you  cheerfully  bear  >our  cross, 
it  will  bear  vou. — Thomas  a  Kempis 


He  who  laughs  at  everything  is  as 
big  a  fool  as  he  who  weeps  at  every- 
thing. — Balt.\sar  Gr.\cian 


Begin,  little  boy,  to  recognize  your 
mother  with  a  smile.  — Virgil 


We  love  to  expect,  and  when  ex- 
pectation is  either  disappointed  or 
gratified,  we  want  to  be  again  expect- 
ing. — Samuel  Johnson 


Nothing  is  so  good  as  it  seems  be- 
forehand. — George  Eliot 


The  setting  of  a  great  hope  is  like 
the  setting  of  the  sun.  The  brightness 
of  our  hfe  is  gone. 
— Henry  Wads\\orth  Longfellow 


Of  all  the  forces  that  make  for  a 
better  world,  none  is  so  indispensable, 
none  so  powerful,  as  hope. 

— Charles  S.^wyer 


Hope  awakens  courage.  He  who 
can  implant  courage  in  the  human 
soul  is  the  best  physician. 

— Karl  Ludwig  von  K.nebel 


We  must  expect  everything  and  fear 
erything  from  lime  and  men. 

Luc  DE  ^'.\UVENAHGUES 


The  first  lesson  of  history  is  that 
evil  is  good. 

— Ralph  \\'aldo  Emerson 


Evil,  which  is  our  companion  all 
our  days,  is  not  to  be  treated  as  a 
foe.  It  is  wrong  to  cocker  vice,  but 
we  grow  narrow  and  pitliless  if  we 
are  furtive  about  it,  for  this  is  at  best 
a  pretense,  and  the  sage  knows  good 
and  evil  are  kindred.  The  worst  of 
men  harm  others,  and  the  best  injure 
tliemseives.        — Edward  Dahlrerg 


Calamity  is  virtue's  opportunity. 

— Se.veca 


B.  C.  FORBES 

John  D.  Rockefeller — wise 
old  man — once  calmed  excited 
juniors  by  remarking  that  the 
Government  could  not  legislate 
one  gallon  of  oil  out  of  existence. 
The  worst  calamities  are  the 
ones  that  never  happen,  tjou 
know. 


He  who  foresees  calamities,  suffers 
them  twice  over.  — Porteus 


Doubts    are   more   cruel    than    the 
worst  of  truths.  — Jean  Moliere 


The  end  of  doubt  is  the  beginning 
of  repose.  — Petrarch 


\Vhoever  is  in  a  hurry  shows  that 
the  thing  he  is  about  is  too  big  for 
!iim.  — Lord  Chesterfield 


It  is  pleasant  to  recall  past  troubles. 
— Cicero 


All  wisdom  may  be  reduced  to  two 
words — wait  and  hope. 

— Alexandre  Dumas 


Hope  is  brightest  when  it  dawns 
from  fears.  — Walter  Scott 
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Nothing   is    so   fiiTnly   believed   as 
what  we  least  know. 

— Michel  de  Mont.\icne 


Among  the  safe  courses,  the  safest 
of  all  is  to  doubt. — Spanish  Pron'erb 


When  we  have  lost  everything,  in- 
cluding hope,  life  becomes  a  disgrace 
and  death  a  dutv.  — Voltaire 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  6%;  rest  of  New 
York  State,  3%  to  6%;  as  required.) 


A  Text . . . 

Sent  in  bv  Mrs.  Jeanie  F. 
Naughton,  Cornwall-on-Hud- 
son,  N.Y.  What's  your  fa- 
vorite text?  The  Forbes 
Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  pre- 
sented to  senders  of  texts 
used. 


Thou  tvilt  keep  him  in  perfect  peace, 
whose  mind  is  stayed  on  thee:  be- 
cause he  trustcth  in  thee. 

— Is.\iah  26:3 
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r^v'orybody  loves  a  big,  shiny,  new 
computer. 

At  first. 

But  if  it  can't  do  ail  you  want  it  to  .  .  . 

If  jobs  take  longer  than  you  were  told 
they  would  . . . 


If  all  of  a  sudden  you  need  a  lot  of 
expensive  extras ... 

You  nnight  very  well  decide  you've 
got  a  monster  in  your  computer  room. 

So  how  do  you  avoid  it? 

You  make  sure  your  computer  com- 


pany takes  the  time  and  trouble  to  really 
understand  your  problems. 

You  don't  accept  any  pat  solutions 
if  your  problems  are  un-pat. 

You  talk  to  the  other  computer  com- 
pany in  the  first  place. 


The  Other  Computer  Company: 

Honeywrell 


Sculptur«  by  Jack  N.  Rtndn< 


■\         JV      *- 


SalKeTaylor  would  be  the 
prst  to  tell  you. 


TRW  can  be  replaced. 


Her  car  came  from  the  factory  with 
about  185  TRW  parts  in  it.  And 
she  knows  there  are  more  in  her 
future  if  she  needs  them;  service 
departments  everywhere  are  stocked 
with  TRW  engine  and  chassis 
replacement  parts. 

But  the  growing  automotive 
replacement  parts  business  is  just 
one  of  the  many  ways  TRW 
touches  Sallie's  life.  And  yours. 

Your  radio,  your  stereo  and  your 


color  television  depend  on  TRW 
electronic  components.  The  jet 
planes  you  fly  in  have  TRW  fuel 
pumps  and  turbine  blades,  as  well 
as  bearings  and  radio  components. 

TRW  systems  and  services  are 
involved  in  everything  from  sub- 
marines and  satellites  to  solutions 
of  civil  problems  like  traffic,  urban 
renewal,  crime,  air  and  water 
pollution. 

TRW  has  grown  to  be  a  billion- 


dollar  company  with  over  80,000 
people  in  more  than  300  worldwide 
locations.  And  although  we're 
proud  to  be  a  breakthrough  kind 
of  company,  we  have  to  admit  that 
there  are  times  when  being  replaced 
is  a  good  way  to  get  ahead. 


THww, 


TRW  ISC,  Cleveland,  Ohio — A   Diversijn-d  Technology  Company  Specialising  in  Products,  Systems,  and  Services  for  Commercial,  Induurial  and  Government  Markets. 
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We  won't  make 

the  pizza. 


You  have  to  know  where  to  quit.  And  we  figure  that 

making  greaseproof  papers  to  keep  the  pizza 

from  slopping  all  over  you  is  a  good  business  in  itself. 

Goes  along  nicely  with  the  throw-away  plates  and  cups, 

non-stick  baking  papers  and  other  unpretentious 

things  we  sell  to  food-franchise  companies. 
After  all,  what  do  you  do  with  over  8  million  acres 

in  timber?  You  hunt  and  probe  and  create  new. 

spots  in  all  kinds  of  markets.  Like  carbon-less  papers 

for  multiple  print-out  of  computer  data.  Throw-away 

garbage  cans.  Reinforced  curing  paper  for  fresh  concrete. 

Peel-away  sterile  wrapping  for  surgical  supplies. 

And  you  even  explore  under  the  timber  to  see 

what  you  can  do  with  what's  below.  Sure, 

people  may  still  remember  you  as  just  a  paper  company. 

But  with  the  demand  for  paper  doubling 

every  20  years,  that's  not  exactly  a  liability. 
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and  then  rebuilt  the  company  that  is  the  GM  of  its  industry. 

218    ALLEGHANY  CORP. 

The  purchase  of  a  little  trucking  company  may  be  the  key  to  building  one  of  the  U.S.' 
great  financial  complexes. 

233    THE  MONEY  MEN 

Ian  M.  D.  Little  is  a  part-time  money  manager  who  has  succeeded  in  getting  full-blown 
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:ire 

s  always  looking 

or  a  place 

o  happen. 


And  when  it  happens  near  something 
immable,  a  little  fire  has  a  way  of 
'coming  big. 

And  that's  why  so  much  research  is 
ing  on  these  days  to  make  materials 
ss  flammable. 

Already,  B.F.Goodrich  has  developed 
ur  different  flame-resistant  polymers 
r  use  in  clothing,  draperies,  carpets, 
holstery,  and  even  paper. 
Actually,  our  development  does  more 
an  retard  fire.  It  makes  products 
If-extinguishing,  which  means  they 
op  burning  when  flame  is  removed. 
House  siding,  shutters,  wall  covering, 
nd  upholstery  can  be  made  flame- 
ssistant  and  self-extinguishing  by 
sing  our  Geon"*  vinyl  material. 
Still  another  BFG  flame-retardant 
»lastic  is  going  into  hair  driers, 
'ac'uum  cleaners  and  other  electrical 
ippliances. 

And,  of  course,  these  ingenious 
levelopments  are  being  applied  to 
he  sponge  rubber  carpet  cushion, 
jillows  and  mattress  cores  sold 
)y  B.F.Goodrich. 

We  don't  claim  these  advances  will 
)ut  fire  out  of  business. 

But  better  a  slow  burn  than  a 
5-alarm  fire. 


B.F  Goodrich 


Were  fighting  it. 


"Id  ask  them 
to  join  us,  but 
theyd  never 
fit  in." 


Sorry,  fellers.  When  it  comes  to  beat- 
ing the  traffic  around  big-city  airports, 
the  DH  125  is  in  a  class  by  itself.  It  lets 
you  land  safely  atthe  smaller  convenient 
airfields  in  metropolitan  areas.  ( Where, 
incidentally,  there  are  no  air  traffic 
restrictions.  1  It  can  also  jet  you  in  style 
to  over  2500  on-  and  off-airline  air- 


by  far  than  its  competition.  You  save 
office-to-office  time  in  a  DH  125. 

You  fly  in  comfort,  too.  There's  a  full 
69  inches  of  stand-up  walk-around 
headroom  in  that  luxurious  cabin,  and 
stretch-out  seating  for  eight.  There's  a 
galley  and  a  wardrobe  and  a  civilized, 
separate  toilet.  Smooth  Rolls-Royce 


fields  in  the  U.S.A.  and  Canada— more     Bristol  power  provides  a  510-mph 


cruise.  The  1800-mile  range  spans  the 
continent  with  one  stop. 

Dollar  for  dollar,  we  know  that  the 
DH  1 25  is  the  best  buy  in  the  sky.  We'd 
love  to  have  you  join  us. 


^"j:  m 


Distributors:  Atlantic  Aviation  Corp.,  Greater  Wilmington  Airport,  Del.  Tel.  302-322-221 1 . 

AiResearch  Aviation,  Los  Angeles  International  Airport,  Calif.  Tel.  21  3-646-2770. 
Atlantic  Aviation  of  Canada  Ltd.,  Montreal  International  Airport,  P.Q.  Tel.  514-636-4155. 
1P»  Hawker  Siddeley  International  Inc.,  La  Guardia  Field,  N.Y  Tel.  21  2-335-3370. 
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Painting  intricately-shapt  (I 
motal  objects  had  been  a 
ong-time  industrial    head- 
ache.  Until  Ford  Motor 
Company  developed   Ele(- 
trocoating.    Now,    hard-to- 
coat  objectsare  submerged 
in  a   tank  of   paint.    An 
electric  current  fuses  paint 
to    metal,    covering    even 
hidden  surfa(  es.  Result;  A 
uniformcoating.  Easierand 
more  economical  to  apply. 
Corrosion  resistant. 

We  have  better  ideas  in 
countless  areas  of  high 
growth  and  profit  potential. 
For  information,  write 
room  735,  Ford  Motor  Com- 
pany, American  Road,  Dear- 
born, Michigan  48121. 


I 


MICROELECTRONICS 


COMPUTER 


EDUCATION  AND 


•"trn^ 


I3t  Printing  of  400,000  copies  in:  English,  Russian, 
French.  Spanish.  Gern>an.  Portuguese  and  Italian 


10 


Books  of  the  Year  1968:  Non-Fiction  Category. 


Our  1968  Annual  Report  is  an 
engrossing  case  history  of  how 
our  growth  has  been  achieved. 
In  1968  our  sales  and  revenues 
rose  to  an  all-time  record  high 
of  $4  billion,  net  income  reached 
$180  million,  and  we  increased 
our  earnings  to  $2.58  per  com- 
mon share. 

For  the  first  time  in  the  history 
of  our  corporation,  earnings 
from  United  States  and  Canadi- 
an sources  accounted  for  about 
60%  of  total  earnings,  compared 
with  C0%  in  1967  and  only  30% 


Sales  and  Revenues 


as  recently  as  1964. 

For  the  past  nine  years  our 
earnings  per  share  have  grown 
at  a  compounded  annual  rate  of 
12%.  There  are  only  two  other 
companies  of  our  size  which 
have  had  consistent  earnings 
improvements  at  a  rate  higher 
than  12%  over  this  same  nine- 
year  period. 

The  1968  Annual  Report  also 
tells  what  factors  within  ITT  con- 
tributed to  our  success.  Fac- 
tors such  as  our  strong  and 
innovative  worldwide  manage- 


Earnings  Per  Share 


ment  group  and  our  use  of 
equity  securities,  rather  than 
debt,  in  making  acquisitions. 
(Full  conversion  of  all  dilutive 
convertible  securities  outstand- 
ing— which  would  appear  to  be 
remote — would  result  in  a  per- 
share  earnings  dilution  of  less 
than  4%.) 

We  invite  you  to  send  for  a 
copy  today.  Please  write  to  the 
Director  of  Investor  Relations, 
International  Telephone  and 
Telegraph  Corporation,  320 
Park  Ave.,  New  York,  N.Y.  10022. 


S  Millfons 

200 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


ITT 
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Garbage,  as  we  know  it ,  may  be  on  the  way 
out.  It's  being  squeezed  out. 

That  chunk  below,  for  example,  has  been 
compacted  to  1/20  of  its  original  volume.  As 
garbage  is  being  compressed,  it  is  pushed  and 
packed  into  water-repellent  Union  Camp  bags. 

What  a  way  to  get  rid  of  refuse.  Instead  of 
10  or  20  bagf  uls  to  collect,  there's  one.  It  takes 
1/10  or  1/20  of  the  space.  The  compacted 


waste  can  be  incinerated.  It  makes  great  land 
fill.  And  it's  so  dense  that  it  sinks  in  the  sea. 

Paper  bags  also  make  the  perfect  package. 
They're  tough.  Economical.  Easy  to  close.  Dis- 
posable. And  they  decompose. 

Who'd  ever  have  thought  our  business 
would  grow  by  shrinking? 

Union  Camp  Corporation,  233  Broadway, 
New  York,  New  York  10007. 


Union  Camp 


A  minute  ago 
this  was  a  full  can  of  garbage. 


What  we  make  today 
makes  tomorrow  possible 


Meet  Mr.  Big.  TKe  coming  breed  of  jet  airfiners. 
Larger  and  faster  than  any  ever  designed  for  com- 
mercial service.  They  will  carry  over  300  passen- 
gers in  the  multi-level  spaciousness  of  lounges, 
theatres,  private  suites.  Or  handle  over  100  tons 
of  cargo,  more  than  double  present  capacity.  And 
who's   on   board   every  flight?  The   "tomorrow" 


products  of  Engelhard  Minerals  &  Chemicals.  Just 
a  handful  of  the  nearly  3,000  products  of  the  gold, 
silver  and  platinum  family... and  various  ferrous 
and  non-ferrous  ores,  metals  and  minerals  used 
throughout  the  world.  All  available  in  forms  that 
make  today  profitable,  tomorrow  possible.  Keeping 
ahead  of  your  business  is  our  business. 


MINERALS  A  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 


Gold 
and  silver  alloys 

for  brazing  jet  engine 
fuel  Injection  assem- 
blies, compressor  vane 
assemblieSrStructural  joints. 

Gold-plated  leads  on  circuit 
boards  guide  huge  automatic 

wing  riveting  machines  in 

plane  construction. 

Attapulgite  clays,  the  key 

adsorbent  in  the  refining 


of  jet  fuel. 

\ 

Titanium  supplies  for  A 

manufacturers  of  criti-        |* 
cal  jet  engine  parts.  | 


Form-rolled  super- 
alloys  provide  more 
precise,  lower-cost  jet 
engine  components. 

Precision  thermo- 
couples measure  and 
accurately  control 
engine  temperatures. 

Platinum  catalysts, 

vital  to  the  production 
of  highest  quality 
hydrotreated  jet  fuels. 

Liquid  gold  coatings 

on  jet  engine  shrouds 
reflect  heat,  reduce 
high  temperatures. 


Kaolin  clays  for  rein- 
forcing wire  and  cable 
coatings,  bonding  high 
temperature  ceramics, 
reinforcing  cabin  dec- 
orative plastics. 

Gold  contacts  for  re- 
lays to  control  fuel 
transfer  from  Internal 
wing  tanks  to  fuselage 
tanks. 


Mercury  for  tempera- 
ture gauges  on  control 
panels. 

Cobalt  for  alloying  re- 
quirements in  the  pro- 
duction of  turbine 
blades. 


Tungsten  for  highf 
perature,  corrosio 
resistant  jet  engirji 
components.        \ 


Atomizing  spray  nozzles 

for  aircraft  main  pro- 
pulsion units. 


Aluminum  for  fuselage 
construction. 
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tvelfth  anniversary  of  a  happy  marriage 

-  steel  and  plastic. 


1957,  Republic  Steel  introduced  X-TRU-COAT® 
Stic -coated  steel  pipe  for  undergound  installation, 
great  benefit  is  protection  against  costly  and  dan- 
rous  pipe  corrosion  that  can  result  from  a  combination 
moisture  and  highly  acid  soil. 

cceptance  by  pipeline  contractors  and  others  snow- 
led  into  a  request  for  Republic  to  sublicense  production 
X-TRU-COAT  pipe.  Today,  three  major  pipe-coating 
panies  have  been  authorized  to  use  Republic's  pipe- 
ting  process. 

Jready,  more  than  three-quarters  of  a  billion  feet  of 
■RU-COAT  pipe  have  been  produced.  In  the  natural 
i  distribution  industry  alone,  X-TRU-COAT  steel 
usage  has  increased  from  less  than  1 0%  of  the  total 
ted  pipe  used  in  1962,  to  more  than  50%  in  1968. 


As  a  result  of  this  wide  acceptance,  gas  utility  com- 
panies requested  Republic  to  produce  a  smaller  diameter, 
lighter  weight  plastic-coated  tubing  for  short  runs  where 
high  gas  pressure  is  not  necessary,  but  where  corrosion 
control  is  just  as  important. 

X-TRUBE^!^  plastic-coated  and  coiled  steel  tubing,  the 
result  of  this  request,  is  now  produced  exclusively  by 
Republic  Steel.  Many  million  feet  have  been  manu- 
factured and  installed  throughout  the  country. 

These  plastic-coated  steel  products  are  among  the  most 
successful  of  Republic's  many  outstanding  innovations. 

You  Can  Take  the  Pulse  of  Progress  at 

REPUBLIC  STEEL 

CLEVELAND.  OHIO   44101 


--ad  With  Phillips  Petroleum. 


V^! 


Significant  discoveries  of  natural  gas  and  liquid  hydrocarbons  have 
been  made  In  North  Sea  and  offshore  New  Guinea. 


Egyptian  field  Is  one  of  several  new  sources  of  Phillips  crude  oil 
production. 
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Search  for  new  dono-iic  petroleum  reserves  extends  into  Prudhoe 
Bay  area  of  Alaskan  V'crth  Slope. 


Developing  new  production 
finding  new  reserves. 

Phillips  Petroleum  Company's  emphasis  on 
finding  and  developing  new  production  of 
crude  oil  and  other  hydrocarbons  is  bearing 
fruit  around  the  world.  Current  allotment  of 
more  than  60%  of  capital  expenditures  to  this 
emphasis  is  reflected  in  such  steps  as: 

New  Production  brought  on  stream— Crude 
oil  from  a  field  discovered  in  1966  in  western 
Egypt,  from  new  acreage  offshore  California, 
and  from  new  or  extended  fields  in  Alaska's 
Cook  Inlet,  Utah,  Wyoming  and  offshore  Lou- 
isiana..  .greater  natural  gas  liquids  output 
from  increases  in  gas  processing  capacity. 

Production  to  start  in  1969— Crude  oil  from 
several  joint-interest  fields  found  in  recent 
years  in  Nigeria. .  .crude  oil  from  a  field  dis- 
covered in  1966  offshore  Iran. .  .natural  gas 
from  North  Cook  Inlet,  Alaska,  to  supply  major 
deliveries  of  liquefied  natural  gas  to  Japan... 
natural  gas  from  British  North  Sea  to  supply 
contract  deliveries  to  United  Kingdom. 

Recently  discovered  prospects  for  produc- 
tion in  future  years— Natural  gas  and  liquids 
offshore  New  Guinea  and  in  Norwegian  North 
Sea . . .  crude  oil  in  1 00%  acreage  in  Nigeria . . . 
crude  oil  in  second  discovery  in  western  Egyp- 
tian desert. 

Exploratory  activity  under  way,  including— 
Drilling  extensive  Prudhoe  Bay  area  acreage 
on  Alaskan  North  Slope  near  an  apparently 
major  field  discovered  by  another  operator, 
and  in  other  areas  of  U.S drilling  in  Colom- 
bia, The  Netherlands  North  Sea,  western  Egypt, 
Nigeria,  Abu  Dhabi,  and  offshore  New  Guinea. 
Phillips  also  has  large  acreage  holdings  in  Saudi 
Arabia,  and  in  waters  offshore  Argentina  and 
Indonesia,  upon  which  seismic  work  is  com- 
pleted, but  which  await  the  drilling  bit. 

If  anything,  Phillips  exploration  and  produc- 
tion activity  will  be  further  intensified  in  the 
future.  Management  has  stated  that  it  is  "plac- 
ing special  emphasis  on  increasing  the  pro- 
portion of  crude  oil  Phillips  produces  in  rela- 
tion to  refinery  requirements.  This  is  indicated 
not  only  by  the  number  and  magnitude  of  explo- 
ration and  production  activities  which  the  com- 
pany has  going  on  throughout  the  world,  but 
also  by  the  fact  that  a  greater  proportion  of 
capital  expenditures  is  being  allotted  to  explo- 
ration and  production." 

You  can  look  ahead  with  a  company  that  is 
finding  and  developing  significant  new  petro- 
leum supplies  and  is  keenly  committed  to  increas- 
ing these  supplies  in  the  years  ahead. 
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What  in  the  world 
is  your  problem? 

Need  a  highway?  Or  a  design  for  a 
bridge  across  the  Orinoco,  or  a  tunnel 
through  a  Pennsylvania  mountain, 
or  a  complete  steel  plant  in  Ilh'nois, 
or  a  100  car  coal  train  that'll  unload 
in  15  minutes? 

A  fleet  of  truck  trailers,  or  marine 
containers,  a  new  shipping  port, 
a  1200-foot  chimney  in  West  Virginia, 
or  a  petrochemical  complex  in  Iran? 

A  railroad,  or  highly  sophisticeited 
freight  cars  to  run  on  it?  How  about  a 
high-output,  low-cost  fertilizer 
plant  or  oil  refinery? 

We  can  do  thenj  all.  We  consult,  we 
research,  we  design,  we  build,  as  little 
or  as  much  as  you  need  and  want.  And 
we're  available.  We' re  even  in  the 
rent-a-car  business  in  case  you  have  a 
few  million  bushels  of  rail  cargo  to  ship. 

These  are  some  of  the  basic  problems 
we  solve.  There  are  others  we're  looking 
at  with  a  cool,  scientific  eye  ....  and  a 
basic  discontent  with  things  as  they  are. 
And  we're  looking  all  over  the  world 
from  Basrah  to  Boston  .  .  . 
and  hack  again. 

Solving  problems  of  supply  and 
production  and  transportation  and 
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for  years.   We're  solving  them  now. 

Even  if  you  don't  quite  know  what  in  the 
world  (or  where)  your  problem  is  .  .  . 

.  .  .  we'd  like  a  crack  at  it. 

Pullman  Incorporated 

.XXI  ■..iHjIh  M«  Ini/.tn  Avniiur.  Cl,ir..iii„.  Illinois  0f)ljU4 

Enginnering /Construction  Divisions 

tin    M    W.  HflLOGC  COMI'ANY 
SWINOnL  DinsULIIf  COMPANY 

Transportation  Equipment  Divisions 
PUIrLMAN  STANDARD 
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For  total  security.. 
Pinkertori^  is  then 


Troublemaker? 


His  letters  of  reference  tell  little,  but  what 

he's  telling  you  about  fiimself  sounds  good. 

Trouble  is,  is  he  telling  all?  hias  he  ever  had 

problems  with  co-workers  or  run-ins  with 

customers?  Pinkerton's  investigation  service 

can  get  the  facts  —  for  a  fraction  of  whot 

it  costs  to  hire  and  train  the  wrong  man. 


4 


Deterrent. 

Pinkerton's  new  K-9  Patrol  provides  a  powerful 
psychological  deterrent  against  vandalism, 
intrusion,  and  pilferage.  With  hearing  and 
sense  of  smell  for  keener  than  man's,  the  dog's 

primary  function  is  not  to  attack,  but  to  increase 
e  guard's  detection  ability. 


Plant 
Protection. 

Pinkerton's  guard;  and  Lady  Pinkerton's  are  tops  in  plant 

security  personnel.  Thc-oughly  trained  by  security  experts, 

they  gre  also  the  -^;..'-ity  suoervised.  In  fact,  Pinkerton's 

maintains  the  '-..o'  -?sv  supervisor/gucrd  ratio  in  the 

business.  Result:  on  elite  force.  It's  the  added  value 

you  get  with  Pinkerton's. 


Special  ^^ 

Events.  ^V 


srton's  guards  don't  always  work  in  traditional  uniform. 

For  events  where  the  authority  of  the  uniform  is 
unnecessary  (or  might  be  obtrusive),  they  may  dress  as 

ushers  or  even  in  plain  clothes.  But  you  still  get 
Pinkerton  expertise  Ip  crowd  control. 


WARNING 


PROTECTED  BY 

INKERm 

ECURITY  SERVICES 


ps  you  have  a  small  plant  or  warehouse  that  doesn't  quite 
nt  the  cost  of  full-time  guards.  With  a  Pinkerton's 
ing  Sign  on  the  gate,  you  can  still  have  a  lot  of  protection 
very  modest  investment.  Criminals  traditionally  shy  away 


'inkerton-protected  property. 


Detected! 


He  doesn't  know  it  yet,  but  a  Pinkerfon 
RADAR-EYE*  electronic  alarm  system  has 
already  noted  his  intrusion.  Pinkerton's  is  skilled 
in  the  use  of  electronic, 
photoelectric,  audio,  and  TV 
surveillance  systems — increasingly 
important  security  tools  in  an  era 
of  rising  manpower  costs. 


Contact  Pinkerton's  for  ony  security  or  investigative  need.  Our  network  of 

82  offices  across  the  U.S.  and  Canada  provides  total  security  service  anywhere. 

For  more  information,  phone  the  office  nearest  you  or  fill  out  the  coupon. 

Pinkerton's — the  famous  name  in  security  and  investigations.  Pinkerton's,  Inc., 

New  York.  Pinkerton's  of  Canada,  Ltd.  Pinkerton  Electro-Security  Co. 


Pinkerton's,  Inc. 


100  Church  St.,  New  York,  N.Y. 

Please  send  me  more  information  on: 

I    I  Investigative  services 

n  K-9  Patrol 

Q  Uniformed  Guard  services 

n  Other: 


10007 

I    I  Special-ev'jnts  security 
I    I  Warning  Sign  service 
I    I  Electro-Security  systems 


Name_ 
Title_ 


Company. 
I         Address 


City_ 


-State. 


-Zip. 


buld  you  come  here  to: 

(  )pray 

(  )  borrow  a  book 

(  )  buy  a  car 


It's  the  most  unexpected  of  the  three, 
naturally:  buy  a  car.  {The  photo- 
graph 3hows  the  ceiling  of  a  car 
dealer  showroom.)  But  our  point  is 
to  explain  why  the  out-of-the-ordi- 
nary  excitement  of  laminated  wood 
beam  construction  is  now  used  by 
more  and  more  businessmen  of 
ordinary  means. 

Koppers  laminated  wood  beams 
and  arches  create  a  warm,  natural 


environment  for  any  business.  You 
can  get  them  in  many  sizes,  many 
shapes,  in  units  that  span  300  feet 
of  completely  unobstructed  space. 
And  massive  and  rich  looking  as 
they  are,  their  cost  over  the  years  is 
less  than  other  structural  materials. 
Koppers  laminated  wood  struc- 
turals  are  just  one  of  Koppers  im- 
provements on  wood. Wealso  produce 
Non-Com®  wood,  pressure  treated  to 


ifit 
resist  fire.  And  other  treatmer  ^ 
protect  wood  effectively  against  {^^ 
mites,  fungus,  and  rot. 

Back  to  newconstruction.Whyi 
indulge  your  feeling  for  what's  « 
actly  right?  Go  with  Koppers  la 
inated  wood  structurals.  Just  thi 
how  long  your  good  taste  will 
showing.  For  more  informatk 
write  to  Koppers  Company,  Ir 
Pittsburgh,  Pa.  15219. 
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Architectural  and  Construction  Mats. 


istics  •  Chemicals  and  Coalings     Engineered  Products  •  Environmental  Systems  •  Engineering  and  Constru    illjf; 
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Our  Four-Dimensional  View 

At  Forbes  we  try  to  measure  the  quality  of  corporate  management; 
we're  not  overly  impressed  with  sheer  size.  Our  Annual  Report  on 
American  Industry,  published  each  Jan.  1  for  the  past  21  years,  is 
a  carefully  refined  effort  to  use  the  reported  figures  to  find  out  how 
well — or  how  poorly — managements  are  doing  with  the  crpital  en- 
trusted to  them.  It  measures 
success,  not  size.  Success  in 
grov\'th.  Success  in  profitability. 

With  this  issue,  we  are  sup- 
plementing that  service  with  yet 
another.  This,  our  first  Annual 
Directory  issue,  measures  the 
size,  tiie  dimensions  of  the 
biggest  U.S.  corporations. 

This  Directory  is  unlike  any 
other  now  publisl'.ed.  Based  on 
audited  data  for  the  full  year 
1968,  it  measu'es  the  biggest 
stockholder-owned  companies 
on  four  separate  scales:  reve- 
nues; net  profits;  assets;  market 
%alue.  We  rank,  in  order  of 
size,  tile  top  500  in  each  cate- 
gory, .altogether,  more  than  800 
companies  are  covered.  Then, 
ill  a  .separate  listing,  we  show 
the  vital  statistics  on  all. 

The  whole  project  represents 
a  great  deal  of  thought,  prep- 
aration and  coordination.  VVe 
began  preparing  preliminary 
lists  and  piaimiiig  the  neces- 
sary computer  programs.  Our 
.statistical  staff,  headed  by  Sta- 
tistical Editor  Donald  Popp 
{jorcgroiiml,  right),  has  been 
working  full  time  on  the  Direc- 
tory. The  statisticians  have 
drawn  freely  on  our  editorial 
and  research  staffs  for  advice, 
background      and      manpower. 

They  pored  through  something  like  1,200  annual  reports.  They  put 
through  literally  hundreds  of  telephone  calls  for  clarification.  As  we 
prepared  to  go  to  press  with  this  giant-sized  issue,  the  last  figures 
were  just  coming  in,  the  last  calculations  being  made. 

The  issue  is  not  all  figures.  You  will  find  thoughtful  essays  on  such 
subjects  as  the  controversy  over  earnings  statements;  why  soiTie  private 
companies  still  remain  behind  the  balance-sheet  curtain;  an  interview 
with  a  conglomerator  who  tried  to  get  too  big  too  fast.  And  a  regular 
budget  of  such  regular  Forbes  Features  as  The  Money  Men,  Faces 
Behind  The  Figures  and  reports  on  individual  corporations. 

This  Directory  of  the  Dimensions  of  American  Business  and  our 
Annual  Report  on  American  Industry  should  constitute  a  useful  and 
long-lived  pair  of  measuring  tools  for  those  who  own  and  run  American 
business.  ■ 
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Growing 
is  hard  work. 
But  it  has 
its  rewards. 
Last  year  our 
growing  divisions 
returned  us  a 
17%  profit  increase. 
No  wonder 
•  we're  proud. 
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ScpvilJ  The  proud  parent. 


mustr—imm-aKumj.iumi.m *^^ 


The  Scovill  family  of  Products:  Hamilton  Beach  Electric  housewares;  NuTone  built-ins  and  electronics;  Lightcraft  lighting  fixtures;  Woodcarv  cabinets;  Caradco  windows  and  doorsi 
per  and  Nylaire  apparel  fasteners;  Dominion  Electric  appliances;  Clinton  notions  and  Dritz  sewing  aids;  Bogene  closet  accessories;  Schrader  tire  valves;  brass,  copper  and  aluminun 
products;  cosmetic  containers;  automotive  products,  fluid  power  products;  industrial  hose   couplings;   custom   parts   and   assemblies;   aerosol   products;   metal   stationery  sup 
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They  move  with  purpose 
in  Cities  Service.^^ 


In  developing  our  second  and  third  line  of  managers,  planned  diversifi- 
cation gives  us  an  edge. 

All  our  operations  are  logically  related— in  oil,  fertilizers,  agricultural  and 
industrial  chemicals,  petrochemicals  and  plastics,  copper  and  copper 
products,  gas  transmission  and  helium. 

So  our  rising  managers  rotate  assignments— and  what  they  learn  in  one 
makes  them  better  in  another. 

That  way,  our  middle  managers  are  constantly  growing.  So  are  we. 

CITIES  SERVICE  COMPANY 

Energy  CilAl    Chemicals 
A  NATURAL  RESOURCE  COMPANY 


ITIES  SERVICE  OIL  COMPANY  •  CITIES  SERVICE  GAS  COMPANY  •  COLUMBIAN  CARBON  COMPANY  •  TENNESSEE  CORPORATION  •  CITIES  SERVICE  TANKERS  CORPORATION 
rriES  SERVICE   CRYOGENICS    INC    •   CITIES   SERVICE  INTERNATIONAL    INC    •   CITIES  SERVICE   RESEARCH  AND   DEVELOPMENT  COMPANY  •  SIXTY  WALL  TOWER    INC 
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itest  refractory  designs  solve  tough  BOF  applications 

tar-BI,  a  new,  tar-impregnated  refractory  brick,  provides  steel  producers  with 
B  capability  for  maximum  furnace  performance.  Porter  also  designs  belting, 
itai  saws,  high-pressure  hose,  structural  shapes  and  64  other  products  for  the 
Btai-processing  industry.  Write  H.  K.  Porter  Company,  Inc.,  Pittsburgh,  Pa. 
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Like  you, 
we  need  clean  air 
and  water  to  survive 


U.  S.  Steel  is  people,  too. 

We  live  in  the  same  community,  drink 
the  same  water,  breathe  the  same  air. 

And  like  you,  we  want  them  to  be  clean 

Air  and  water  are  also  necessary 
for  steelmaking. 

But  U.  S.  Steel  considers  their  use 
a  temporary  loan. 

And  we  believe  anything  a  good 
neighbor  borrows,  he  returns  in  its  original 
condition,  or  even  better. 

That's  exactly  what  our  air  and 
water  conservation  systems  are  designed  to  do 
in  nine  states  across  the  country  where  we 
have  major  production  facilities. 

From  1951  on,  we've  spent  more  than 
$235  million  to  clean  the  air  and  water  in  our  plants 

These  elaborate  cleaning  facilities 
are  the  most  efficient  to  date  in  the  world. 

Some  tower  ten  stories  high. 

Some  go  down  as  deep  as  a  mile. 

And  some  spread  their  cleaning 
chores  over  50  acres. 

We  don't  know  the  solution  to 
complete  pollution  control. 

Nobody  does. 

But  we're  looking  for  it. 

Meanwhile,  we're  determined  to 
help  conserve  natural  resources  for  our  neighbor 

(USS)  United  States  Stee| 
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A  Norfolk  &  Western 
'eVe  doing  a  lot  of  things 
ist  to  do  one  thing  better. 


he  one  thing,  of  course,  is  to  run 
;tter  railway  system.  We're  quite 
[le-minded  about  it. 
1  order  to  do  it,  we  diversify.  Not 
ugh  acquisition  of  non-railway 
ipanies,  but  by  logical  develop- 
it  of  our  own  resources, 
/e're  diversifying  to  increase  our 


corporate  cash  flow  and  income  for 
serving  shippers  betterwith  the  busi- 
ness we  know  best:  transportation. 

This  is  the  business  we've  invested 
$383  million  in,  over  the  last  4  years 
alone. 

Sound  resource  planning  provides 
a  strong  base  for  our  future  growth, 


naturally.  Norfolk  and  Western  has 
the  land  now  because  we  own  our 
own  right  of  way  rather  than  using 
publicly-owned  facilities. 

We  branch  out  a  bit  to  concentrate 
on  what  we  are.  And  you'll  profit 
from  our  single-mindedness. 
Norfolk  &  Western  Railway 
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worlds 


smarter. 


The  people  in  Treasure  Chest  Land 
have  a  thing  about  education.  They 
want  all  they  can  get.  As  a  result 
they  stay  in  school  nearly  two  years 
longer  than  the  national  average. 
Whirh  makes  a  big  difference  in  the 
kind  of  jobs  they  are  qualified  to 
perforrr,.  As  an  example,  the  col- 
leges in  Treasure  Chest  Land  pro- 
duce more  engineers  and  scientists 
per  capita  than  anywhere  else  in 
the  United  States. 

It  is  this  kind  of  enthusiastic, 
eager-to-learn  atmosphere  that  can 
make  an  industry  grow.  Perhaps 
your  industry.  For  more  informa- 
tion, Write: 


Wayne  F.  Mulcock 
Oireetor,  Area  Development 
P.O.  Box  899 ,  Dept.  F3 
Utah  Power  &  LIglit  Co. 
Salt  Lake  City,  Utali  84110 
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FOREIGN 


Conversafion    P/'ece 

Habitat,  the  prefab  concrete  resi- 
dential complex  unveiled  at  Expo 
in  Montreal  in  1967,  may  still  be  a- 
dcsigner's  dream,  but  it's  far  too 
e.xpensive  to  contribute  to  solving 
the  housing  problem.  Canada's  au- 
ditor-general recently  released  the 
final  cost  figures  for  the  stacked 
building:  $22.6  million  for  115 
completed  apartments  and  43  un- 
finished ones.  That's  about  $5  mil- 
lion above  the  original  contract 
price  of  $18  million — and  an  aver- 
age of  over  $150,000  per  apartment. 

It's  anybody's  guess  what  will  be 
the  outcome  of  the  Federal  Trade 
Commission's  complaint  seeking  to 
have  Litton  Industries  divest  itself 
of  two  German  typewriter  com- 
panies, Triumph-Werke  Nurnberg 
A.G.  and  Adlenverke  A.G.,  that  it 
had  bought  last  year.  But  one  per- 
son has  already  come  out  ahead: 
Max  Grundig,  the  owner  of  the 
$250-million  (sales)  radio,  TV, 
phonograph  and  tape-recorder 
manufacturer  that  bears  his  name. 
Grundig,  who  had  bought  the  two 
companies  cheap  when  they  were 
in  the  red,  got  S50  million  for  them 
from  Litton. 

Prophets 

Why  are  so  many  private  Cana- 
dian companies  rushing  to  go  pub- 
lic? Fear  of  a  proposed  capital 
gains  tax  in  Canada  effective  in 
1970.  "Everyone  wants  to  put  as 
high  a  value  as  he  can  on  his 
capital  a.ssets  prior  to  1970,"  says 
Howard  L.  Beck,  prominent  To- 
ronto attoraey.  "Companies  are 
l^ringing  out  their  stock  at  ten 
times  earnings  hoping  that  they 
will  be  selling  at  35  times  earnings 
l)y  1970,  and  that  the  public  offer- 
ing prices  will  be  the  basis  of  the 
capital  gains  tax." 


BUSINESS 


Optimist? 

Will  the  firemen  go  back  on  the 
railroads'  die.sel  locomotives?  "Not 
on  our  railroad  or  on  any  other," 
says  Southern  Railway's  normally 
r.  ild-tempered   president,   Graham 


Claytor.  "Or  if  they  do,  they'll  go 
back  over  my  dead  body  and  those 
of  a  lot  of  other  railroad  presidents. 
The  fact  is,  we're  hoping  to  get 
even  more  of  them  off.  I  think 
there's  a  genuine  chance  to  reach 
agreement  by  negotiation.  Railwav 
labor  recognizes  the  firemen  issue 
is  a  dead-end  for  them  just  as  it  is 
,  for  us." 

Eighteen-Hole   Charge  Plate 

Carson  Pirie  Scott  &  Co.,  the 
Chicago  department  store,  expects 
to  generate  additional  credit  sales 
through  last  month's  acquisition  of 
Nordic  Hills  Country  Club  near 
O'Hare  Airport.  The  company  plans 
to  promote  its  public  18-hole  golf 
course  and  allow  golfers  to  charge 
green  fees  on  Carson's  credit  card. 
"In  tournaments,"  says  James  Chap- . 
man,  president  of  a  Carson  sub- 
sidiary, "prizes  will  be  amounts  of 
credit.  NVinners  will  have  to  make 
pvuchases  and  use  their  charge 
cards  in  our  stores  to  collect." 

Hobsen's  Choice? 

From     the     figures,     the     1967 
merger  of  Boston's  morning  Herald  I 
with  the  ailing  afternoon  Traveler 

(Continued  on  page  30) 
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CHANGE  OF  ADDRESS 


If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  vork,  New  York  10011 
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Some  questions 
for  manufacturers 
looking  for  new 
plant  locations. 


Before  authorizing  the  search,  here 
are  some  questions  for  your  staff. 

•  Will  our  survey  be  made  imparti- 
ally, free  from  internal  prejudices 
and  external  pressures? 

•  Will  the  results  be  presented  with 
clearly  defined  recommendations 
backed  up  by  facts? 

Will  the  survey  be  handled  con- 
fidentially so  that  we  have  complete 
control  of  publicity? 

•  Will  the  survey  be  made  in  logical 
sequence,  isolatmg  the  best  loca- 
tion step  by  step? 

•Can  my  people  sift  the  many 
claims  they'll  receive? 

•  Do  we  have  the  resources  to  fol- 
low through  on  optioning  and  prov- 
ing out  a  site? 


An  Austin  Plant  Location  Survey  is 
one  of  seven  Austin  engineering- 
economic-consulting  services  which 
are  an  important  initial  step  in  a 
systems  approach  to  the  develop- 
ment of  solutions  to  plant  facility 
problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  mm,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 


AUSTIN  CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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Now...  a  Fourth-Generation 
Electronic  Billing  Computer 
with  Separately  Priced 
Programing. 


Burroughs  L  2000 . . .  the  most  fundamental  design  advance 
in  its  class  in  over  sixty  years. 


What  makes  it  fourth  generation? 

Strings  of  micro  instructions  stored  in  disk  memory  and 
which  we  call  FIRMWARE.  This  new  computer  design  tech- 
nique replaces  traditional  hardware  design  methods  usually 
found  in  this  price  range  of  equipment.  Firmware  is  the 
source  of  the  L  2000's  simple,  powerful  and  flexible  pro- 
graming. Coupled  with  advanced  integrated  electronic  cir- 
cuitry, it  performs  computation,  decision  making  and  data 
manipulation. 


What  the  L  2000  can  do  for  you. 

It  makes  quick  work  of  all  billing  jobs,  simple  or  complex. 
The  console  tells  the  operator  what  to  do  and  when  to  do  it. 
Data  input/output,  processing,  printing  and  forms  move- 
ment are  all  program  controlled.  And  every  program  change 
resets  these  controls  for  the  operator. 

Optional  equipment  gives  you  a  choice  of  several  levels 
of  billing  automation.  And  expands  the  L  2000's  report  writ- 
ing capability,  a  unique  advantage  of  this  system. 


it's  a  terminal,  too. 

Flexibility  is  the  hallmark  of  the  L  2000.  Changing  pro- 
grams is  as  easy  as  cHanqing  a  tape  cartridge.  That's 
applicational  flexibility.  ~ 
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Or  you  can  change  the  very  nature  of  the  L  2000  frorr 
free-standing  billing  system  to  an  on-line  terminal  compu' 
in  a  data  communications  system.  That's  functional  fie: 
bility.  And  you  can  meet  these  changing  requiremer 
without  buying  new  equipment.  That's  total  flexibility,  yc 
protection  against  obsolescence. 


You  pay  for  only  what  you  need. 

Find  the  programing  approach  that's  best  for  you  a 
that's  all  you  buy.  Even  if  you  get  more  than  one  L  20 
system,  you'll  pay  for  that  program  only  once.  Program! 
that  comes  three  ways  :  (1 )  standard  (or  modified  standai 
Burroughs  applications  programs ;  (2)  customized  Burrouc 
programs  written  specifically  for  your  applications;  (3)  yc 
own  programing  after  Burroughs  training.  Any  way,  y 
name  it.  And  pay  just  for  what  you  need. 

We'd  like  to  tell  you  more  about  the  L  2000— fo 
runner  of  a  new  family  of  fourth-generation  syste 
from  Burroughs.  For  details  call  our  local  office  or  wi 
Detroit,  Michigan  48232. 


Burrougtis 
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iarly  warning  system  for  prudent  acquisition 


Torporate  decision  makers,  engaged  In  planning  acquisitions, 
ave  learned  that  purely  financial  evaluations  are  inadequate 
ardsticks  for  measuring  a  company.  They  need  more  —  an 
arjy  warning  system  —  facts  about  products,  markets,  plant 
apacities,  obsolescence,  engineering,  patents,  personnel, 
ax  implications,  etc.  They  get  what  they  need  through 
(rofessional  valuation  counsel  —  in-depth  measurement  of 
II  the  values  —  providing  a  sound  and  timely  basis  for 
olding  back  or  proceeding  with  the  transaction. 

assisting  corporate  decision  makers  is  our  business. 


ZXmi 
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e  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201        U.S.A.  •   Canada  •   Philippines  •   Brazil   •   France  •   Italy*   Spain 
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Many  growth 
markets 
get  a 
lift  from 


R 


•  !•  f 


ins 


&  Myers 


By  offering  a  wide  range  of  high  quality  products,  Robbins  &  Myers' 
Hoist  &  Crane  Division  is  well  qualified  to  gain  increasing  sales 
volume  in  the  many  growth  markets  requiring  overhead  materials 
handling  equipment.  New  plant  construction  and  the  expansion  or 
modernization  of  existing  plants  create  constant  business  opportu- 
nities. And  so  does  the  replacement  of  worn-out  or  obsolete  lifting 
equipment.  The  big  lift  from  R&M  is  provided  by  two  types  of  reg- 
ular hoists,  a  new  Micro-Speed  hoist,  various  types  of  cranes  in 
capacities  to  25  tons  and  spans  to  90  feet,  crane  components  for 
assemb!e-it-yourself  jobs,  and  a  new  line  of  stacker  cranes.  Other 
R&M  divisions  make  electric  motors,  industrial  pumps,  fans,  port- 
able and  built-in  electric  heating  units,  and  refuse  reduction  equip- 
ment. Altogether  Robbins  &  Myers  offers  6  diversified  product  lines 
in  at  least  12  major  growth  markets.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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(Continued  from  page  26) 

shaped  up  as  a  triumph.  Boston 
Herald  Traveler  Corp.'s  earnings 
^ared  from  19  cents  in  1967  to 
$4.65  a  share  in  1968,  and  half  the 
gain,  says  President  Harold  Clancy, 
came  from  the  merged  newspapers. 
But  having  solved  one  problem, 
Clancy  is  faced  with  an  even  more 
serious  one.  Half  of  his  earnings 
have  come  from  WHDH  television 
and  two  radio  stations;  but  now  the 
Federal  Communications  Commis- 
sion, as  part  of  a  campaign  to  di- 
versify media  ownership,  has  re- 
fused to  renew  WHDH's  license. 
Clancy  is  appealing,  of  course,  but 
he  still  faces  the  uneasy  possibility 
of  one  day  having  to  choose  be- 
tween his  newspapers  and  his  TV 
and  radio  stations. 

No  Help  Needed? 

National  Lead's  entry  into  mag- 
nesium, with  the  announcement  of 
a    $70-million   magnesium-chlorine 
complex  planned  on  the  shore  of ' 
Utah's  Great  Salt  Lake,  draws  cool 
comment     from     Dow     Chemical 
President  Herbert  T.  Doan,  whose  , 
company   is   now   the   only   major  j 
U.S.  magiiesium  producer.  "Maybe 
they  can  be  of  some  help,"  he  an- 
swers when  asked  whether  National 
might  open  new  vistas  in  the  mag- 
nesium   market.    But    he    quickly 
adds:  "There's  already  Alamet  and 
American  Magnesium,"  referring  to  ' 
two   small   competitors,   "and   that 
would    make   four   of   us   in   total. 
That's  probably  going  to  look  suffi- 
cient to  everybody." 

Proofreader  Wanted 

Publications,  including  maga- 
zines like  Forbes,  that  gnash  their 
teeth  at  typographical  errors  will 
have  a  fellow  feeling  for  Goodyear 
Tire  &  Rubber,  which  recently  had 
to  recall  and  destroy  2,000  new 
tires  for  that  very  reason.  The 
batch  of  tires  in  question  had  two 
conflicting  load  ratings  molded  in- 
to the  outside  of  each  tire:  One 
side  read  1,620  pounds,  die  correct 
rating;  the  other  side  read  1,920 
pounds.  The  upside-down  "6 "  was 
more  serious  than  it  might  seem. 
If  a  tire  blew  out  while  carrying  a 
load  greater  than  1,620  pounds 
but  less  than  1,920,  Goodyear 
might  very  well  be  held  legally 
liable. 

(Continued  on  page  246) 
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1969  Buick 

JSlq/laik 


momy  and  resale  value  can  be  beautiful. 

he   proof?   The    1969  For  resale  value,  just  try 

to  find   another  car  that 


c  Skylark  Custom. 

?eauty  sort  of  speaks  for 
'oesn't  it?  But  consider 

cautiful  things  that  the 
1  rk  Custom's  regular  fuel, 
)cubic  inch  V8,  self- 
Lting  brakes  and  6,000 
tV\\  change  provision  will 
f '  your  fleet  budget. 


MAY  15,  1969 


matches    Skylark's   resale 
appeal  year  after  year. 

Now  think  about  the  pos- 
itive statement  the  Skylark 
Custom's  sleek  styling,  foam- 
cushioned  expanded-vinyl 
seats  and  full  complement  of 
comfort   and    convenience 

Wouldn't  you  really 


equipment  will  make  to  your 
customers. 

About  you. 

Now,  about  your  next 
fleet  purchase.  Why  not  take 
that  up  with  your  Buick 
Dealer? 

Find  out  just  how  much 
beauty  your  fleet  budget  will 
allow.  With  a  1969  Buick 
Skylark  Custom. 

rather  have  a  Buick? 


■  ■  ■ 


Momentum  is  the  dynamic  tendency  of  a  body  in  motion  to  stay  in 
motion.  It  is  the  force  that  has  rocl<eted  man  out  of  his  own 
atmosphere  to  the  moon  and  beyond. 

There  are  other,  more  earthly,  uses  for  momentum.     ' 

National  Can  has  been  gaining  momentum  as  dynamic  expansion  and 
diversification,  keyed  to  well  defined  corporate  goals,  have  increased 
our  corporate  size  nine  times  in  1 5  years.  Momentum  has  helped 
us  to  grow  twice  as  fast  as  our  competitors  and  faster  than  many  so 
called  wonder  companies. 

Ideas  fuel  this  kind  of  momentum. 
National  Can  has  fuel  to  burn. 
Write  for  our  1 968  Annual  Report. 
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Cmc;/  National  Can  Corporation 


Midway  Center  /  Chicago.  Illinois  60638 
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If  your  business  interests 

range  for  and  wide, 

leres  a  business  jet  to  match. 


w  737  Business  Jet  has  the  range  * 
•com  needed  to  meet  the  most  de- 
3usiness  requirements.  It  can  multiply 
iveness  of  all  echelons  of  manage- 
brmgmg  them  jet-age  maneuver- 
th  efficient,  productive  work  space. 

teams  of  personnel  can  be  any- 
the  world  in  24  hours  with  the  737. 
ter  and  has  greater  range  than  any 
mess  jet.  It  can  span  the  Atlantic 
et  operate  from  short,  close- in  fields. 

if  business  jet  has  a  cabin  as  wide, 
lexible  as  the  737.  There  s  room  to 
walk  around,  give  presentations  or 


A 


Size  it  up  fqryourself. 


demonstrations.  There  s  abundant  space  to 
accommodate  any  combination  of  offices, 
conference  rooms,  staterooms,  storage,  prod- 
uct showrooms  or  other  business  needs. 

The  737  can  also  carry  tons  of  cargo. 
Special  or  emergency  shipments  of  products 
or  equipment  can  be  delivered  overnight. 

Best  of  all,  the  versatile,  hard-working 
737  costs  no  more  to  operate  than  smaller 
business  jets.  For  more  information,  write: 
Mr.  A.  J.  Carlson,  The  Boeing  Company,  P.O. 
Box  707,  Renton,  -rl  n 

Washington  I   hG     006100 

'''''■     737  Business  Jet 


This  is  the 
Indianapolis 

Motor  Speedway,  site  of  the  world's  nnost  spectacular  sporting 
event,  the  Memorial  Day  500-Mile  Race.  Where  dozens  of  com- 
petitors annually  test  new  theories  of  automotive  design  and  con- 
struction and  evaluate  experimental  petroleum  and  rubber  com- 
pounds in  the  heat  of  intense  competition,  under  the  scrutiny  of 
spectators  and  rivals.  Why  do  so  many  eagerly  stake  capital  and 
reputation  at  Indiana's  legendary  "Brickyard?"  Because  success 
is  where  the  competition  is  ...  in  INDIANA. 

This  is  a  sampling  of  mobile  homes  made  in  Indiana  by  competing 
companies.   It  represents  only  a  fraction  of   the   mobile   homes 


made  by  over  110  manufacturers  located  in  Indiana  alone.  And 
each  of  those  over  110  manufacturers  is  an  unqualified  success. 
It's  a  fact  that  Indiana's  intense  competitive  climate  played  a 
large  part  in  this  industry's  exciting  success  stories,  and  in  many 
others.  Why  can  competitors  thrive  in  such  an  atmosphere? 
Because  success  is  where  the  competition  is  ...  in  INDIANA. 

Perhaps  you'd  profit  by  a  move  to  a  more  competitive  atmosphere. 
No  better  time  than  right  now.  And  no  better  atmosphere  than 
Indiana's,  where  winning  is  a  state  of  mind.  For  confidential 
plant  location  facts,  write  to:  Lieutenant  Governor  Richard  E. 
Folz,  Indiana  Department  of  Commerce,  336-A  State  House, 
Indianapolis,  Indiana  46204. 

IND    TRIANA 

Where  free  enterprise  is  still  growing. 


READERS  SAY 
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On  Behalf  of  P&G 


Si«:  Your  article  on  Procter  &  Ciuiibh 
(FouuEs,  Ai)i:  15)  was  far  from  fair  am 
was  anything  but  a  balanced  story..  T 
project  an  analysis  based  on  such  in 
complete  information  as  is  contained  ii 
your  article  certainly  violates  the  prcrog 
*ativc  of  reliable  cditorialization. 

— Robert  C.  diss 

President 

P/E  Development  C( 

Cincinnati,  Ohi 


Sir:  Your  excellent  cover  story  oi 
Procter  &  Gamble  and  their  unsinkabl 
Ivory  soap  didn't  mention  the  incidei 
which  probably  contributed  most  to  P&G^ 
success.  Early  in  the  production  of  Ivor 
Procter  &  Gamble  received  some  lette 
from  grocers  saying  that  housewives  ha 
been  asking  for  some  more  of  that  woii 
derful  floating  soap.  At  that  time  Ivoi< 
did  not  float. 

Investigation  revealed  that  an  en 
ployee  had  accidently  left  the  so; 
mixing  machine  running  during  the  noc 
hour.  Thousands  of  tiny  air  bubbles  we 
mixed  into  the  soap,  enough  to  make 
float.  P&G  capitalized  on  the  idea  ai 
coined  the  phrase,  "99  and  44/10( 
pure,  it  floats."  Procter  &  Gamble  hasi 
looked  back  since  then. 

WlLLI.4M    D.    SlMPS( 

Palos  Verdes  Peninsula,  Cal 

Sir:  As  a  brand  manager  who  has  i 
cently  left  Procter  &  Gamble's  womb.l 
appreciate  the  candid  article  you  wn; 
on  the  company  I  love.  It  was  esse' 
tially  an  accurate  picture.  There  is  o 
factor  you  did  not  emphasize  stron< 
enough — the  fact  that  P&G  ofters  in 
brand  management  program  a  traini 
for  general  managers  which  probal 
is  unsurpassed  in  this  country. 

— William  J.  Br.\c:c 
Asst.  Director  of  Market 
Great  Western  United  Co 
Denver,  C( 


A    Correction   To: 

"Nobody  Here 

But  Us  Foreigners?" 

In  the  article  entitled  "Nobody 
Here  But  Us  Foreigners?"  which 
appeared  in  the  most  recent  ( May 
1,  1969)  issue  of  Forbes,  it  was 
stated  that  the  International  Credit 
Bank  in  Geneva  "receives  $2-mil- 
lion  a  week  in  deposits  of  money 
earned  by  the  mob  from  gam- 
bling" and  that  "The  bank  is  run 
by  John  Pullman.  .  .  ."  Forbes 
sincerely  regrets  that  it  was  ii 
error  in  making  these  unfoundec 
statements  and  is  happy  to  inakt 
this  correction  and  retraction  a 
its  earliest  opportunity. 
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If  h^d  have  talked  to  us,  we'd  have  leased  him 
all  he  needed  to  get  out  of  Russia  fast. 


We'd  have  gotten  him  out. 
We  lease  everything  in  the  hne 
msportation  and  storage  equipment 

railroad  cars  to  airplanes  to 
inals. 

In  fact,  we  at  GATX — you  know 
lie  Tank  Car  people  — have 

making  it  easy  for  American 
[less  to  move  their  products  for  the 
seventy  years. 
Of  course,  we've  learned  a  thing 


or  two  about  transportation  problems 
in  our  time. 

Things  like  you're  better  off 
leasing  your  equipment  rather  than 
buying  it.  And  there  are  several 
reasons  why. 

To  begin  with,  when  the  lease 
runs  out  your  responsibility  runs 
out,  too. 

Another  thing,  we'll  take  care  of 
all  your  service  and  maintenance 
problems. 

Last  but  not  least  is  your  money. 
If  you  lease  your  equipment,  you'll 


tie  up  less  of  your  money. 

Yet,  with  all  these  advantages, 
some  people  still  haven't  called 
General  American  Transportation 
Corporation. 

If  they  don't  soon,  they  could  all 
meet  their  Waterloo. 


GATX 


^ull  have  trouble  getting 
^         used  to  it. 


^ 


i-^N 


^ 


j%o 


© 


Nearly  all  our  new  customers  do.  The  first  time 
you  try  a  Detroit  Diesel  engine,  you'll  discover 
smoother  operation.  Faster  response.  Improved 
performance.  Better  fuel  economy.  And  a  lot  of 
other  advantages  that  are  worth  getting  used  to. 
Like  rugged,  yet  lightweight  construction. 

Detroit  Diesels  are  built  to  last  '.nr.^^er.  They  have 
fewer  parts.  So  there's  less  to  go  wrong-less  to 


^ 


maintain.  And  when  worn  parts  do  need  replaci 
Detroit  Diesels  are  faster  and  easier  to  rep 
They  spend  less  time  in  the  shop.  You  spend  I 
for  parts,  maintenance  bills  and  overhauls. 

Take  the  trouble  to  find  out  about  our  eng 
Detroit  Diesel  Engine  Division,  General  Mot 
Detroit,  Michigan  48228. 

It's  worth  getting  used  to. 


A  FuH  Spectrum 

A  full  spectrum  of  investment  banking 

services  is  available  to  clients 

of  Goldman  Sachs.  In  nearly 

a  century  of  financial  service, 

we  have  provided  advice  and 

financing  for  a  great  many  of  the 

nation's  industrial  leaders. 

But  we  are  not  content  to  rest 

on  our  experience; 

we  constantly  strive  to  find 

innovative  solutions  to 

corporate  financing  problems. 

Call  on  us  if  you  seek  financing 

to  match  the  creativity  of 

your  own  company. 


Goldman,  Sachs  &  Co|55  Broad  Street|New  York, NY  10004 

Boston  Chicago  Dallas  Los  Angeles 

Philadelphia  St.  Louis  San  Francisco  Detroit  Memphis 


Another  first  from  General  Tire: 


Well  give  you 

a  mile  and  a  half  for  every 

mile  you're  getting  iiow. 


If  you're  getting  20,000  miles  on 
conventional  tires,  look  for  30,000  miles 
with  the  new  General  Jet-Radan  Radial. 
Safe  miles.  And  you'll  get  that  50%  mileage 
dividend  no  matter  how  hard  you  drive. 

Our  most  efficient  tire. 

The  new  Jet-Radan  gives  you  more 
usable  power  and  increased  traction.  Two 
things  that  help  in  tight  passing  situations. 
Or  on  slippery  roads.  It  even  saves  you 
money  on  gasoline. 

Unparalleled  safety. 

General's  new  radial  construction  gives 
tremendous  resistance  to  the  damaging 
shock  of  potholes.  And  the 
blowouts  that  can  result. 
The  radial  construction  of 
the  new  Jet-Radan  combines 
with  a  Dual  Traction  tread 
to  give  you  more  contact  with 
the  road.  The  tread  won't  lift 
off  on  sharD  turns.  Your  car 


has  more  stability— even  at  high  speeds. 
Talk  to  an  expert. 

Only  your  General  Tire  Specialist  can 
explain  everything  that  the  new  Jet-Radan 
Radial  can  do  for  your  driving. 

It  will  give  a  life  and  a  half    #  G  E  N  E  R AL 
to  your  tires.  And  a  whole  new  m      j|pg 
feel  to  the  road. 


GOES  A  LONG  WAY  TO  MAKE  FRiENOS 


Jet-Radan,  the  new  Radi 


Ask  the  man  with 
the  busmess  thafs 
gomg  places 

about  JEtnsi. 


Sooner  or  later,  a  growing  business  has  to  compete 
with  larger  corporations  offering  broader  benefits  to  key 
management  people. 

iEtna  understands  the  problem.  After  all,  doing  business 
with  over  500,000  companies  we  run  up  against  it  all  the 
time.  That's  why  we  have  a  Business  Planning  Department. 
And  that's  why  JEtna  agents  continually  come  up  with 
some  of  the  best  solutions  around. 

Now  many  of  the  small  and  medium  sized  businesses 
we  started  with  are  among  the  giants.  And  as  one  of  the 
world's  largest  companies  handling  all  kinds  of  insurance, 
we've  grown  right  along  with  them. 


LI  FE&  CASUALTY 


OUR  CONCERN  IS  PEOPLE 


RECORD 
CONSTRUCTION 

HELPS  COLUMBIA  Lri's.^:ri;. 

DC  API!  MEIAf  UIPUC    $175,000,000  in  the  con 
IICAbn  NEW  nibnd    stucton  of  new  produe 
tion,  transmission,  storage  and  distribution  facilities  to  expand  and 
improve  service  to  its  1,670,000  customers.    CZl     More  than  $1  billion 
has  been  expended  by  Columbia  during  the  past  decade  to  meet  the  grow- 
ing service  needs  of  the  company's  seven-state  marketing  territory.    □     As  a 
result  c'  these  investments,  Columbia  is  effectively  meeting  competition  and  pro- 
viding a  base  for  continuing  growth  in  earnings.    □     For  more  information  on  how 
Columbia  is  c'-owing.  write  for  your  copy  of  Columbia  Gas  System  Annual  Report— 1968, 
to  Public  Relatione  Department.  The  Columbia  Gas             A 
System,  Inc.,  120  East  4i  Srraet,  New  York,  N.Y.  10017.     , ./\  _  _, ,^  ^ 


We're  more  than  national.We're  more  than  dairy.  So  please 
don't  call  us  National  Dairy  anymore. 


t  hpppens  in  the  best  of 
ponies.  You  outgrow  your  old 
le. 

'lationol  Dairy  Products  was  a 
ig  name  way  back  when  we 
only  ice  cream  and  milk  and 

and  ice  cream. 

ut  we  keep  growing. 
Ve  still  have  ice  cream  and  milk, 
our  divisions  are  also  in  things 
spaghetti  and  jams  and  candy 

cooking  oils  and  chemicals  and 


glass.  None  of  those  things  is  dairy. 

Glass  and  most  chemicals  aren't 
even  food. 

And  with  a  company  like  ours, 
we'll  be  going  into  things  even 
farther  removed.  When  research 
takes  you  in  all  directions,  you  need 
a  name  that  can  go  along. 

That  name  is  Kraftco  Corporation. 

It  stands  for  some  of  the  best- 
known  products  in  the  world. 

It  stands  for  the  research  and 


<l^ 


development  and  innovation  we've 
done  over  the  years  to  make  each  of 
our  good  products  even  better. 

It  stands  for  the  excitement  we 
feel  in  our  future. 

And  to  the  people  who  will  see 
the  name  Kraftco  Corporation  more 
and  more,  it  will  be  a  familiar, 
reassuring  sign  of  quality. 

Our  new  symbol  on  the  New  York 
Stock  Exchange  is  KRA. 


Kraftco  Corporation 

Something  to  grow  on. 


Kraft  Foods  •  Breakstone  Sugar  Creek  Foods  •  Sealtest  Foods 
Research  and  Development  Division  •  HumKo  Products  •  Metro  Glass 


Wha^         ;t!y,  is 

an  In  Resource? 


It  is  not  just  a  factory,  or  raw  materials.  It  is,  obviously,  more  than  natur 
resources  and  men.  It  is  not  money  and  markets  alone.  For  all  of  these 
do  not  add  up  to  an  industrial  resource,  until  someone  puts  them  togetl 

All  industrial  resources  are  living  creations  of  great  enterprises.  They 
sustain  the  world  in  which  we  live. 


Ashland 


the  industrial  resources  company 


ASHLAND  OIL  &  REFINING  COMPANY.  Ashland,  Kentucky  41101 


READERS  SAY 


(Contintied  from  pasc  34) 
Iberia's  Views 

Sir:  In  your  Dec.  15.  1968  issue  on 
page  29  appears  a  statement  of  Mr. 
Laurence  S.  Kuter.  executive  vice  presi- 
dent of  Pan  American  World  Air\\a,.T, 
which  I  quote:  "No  government  wants 
to  throw  money  awa>.  but  there  are 
many  that  are  supporting  airhnes  for 
prestige  piuposes  onl\-.  These  'prestige' 
airhnes.  such  as  Iberia  .  .  .  have  a 
problem  because  they  do  not  have 
enough  volume  for  real  operating  effi- 
ciency. They  are  high-cost  producers." 

The  facts  are:  Iberia  during  the  last 
20  years  has  not  received  any  subsidy 
from  its  government,  either  directly  or 
indirectly.  Iberia's  rate  of  growth  e.x- 
pressed  in  passengers/ Kms  during  the 
last  seven  years  has  been  24!?,  compared 
with  the  average  growth  of  1.5^  in  the 
same  period  for  the  International  Civil 
.\viation  OrganiziJtion  airlines.  Iberia 
hits  always  paid  dividends  to  its  share- 
holders. Iberia's  operating  cost  per  seat 
mile  was  among  the  Uvo  lowest  in  1966 
and  1967. 

— Lazako  Ros 

President. 

Iberia  .Airlines 

Madrid,  Spain 

What  a  Gas! 

SiB:  What  a  gas  when  Forbes  gets 
uroovy!  Dig  the  Apr.  1.5  scene,  including 
an  ad  with  a  shapely  doll. 

— Feh.vando  Mardones 
Buenos  .Aires.  .Argentina 

The  Problem  Is  Labor 

Sir:  Your  .Apr.  1  issue  contained  an 
article  on  "The  Economy"  which  stated 
that  greater  productivity  was  the  answer 
to  price  stability  regardless  of  rising  ta.\es, 
etc.  This  is  a  beautiful  theory  but  just  how 
do  you  put  it  into  practice  when  dealing 
with  the  labor  unions?  Let's  start  with 
civilian  [government]  workers,  as  statis- 
tics indicate  that  14%  of  the  work  force 
is  employed  by  government.  How  do  you 
obtain  greater  producti\it>'  and/ or  effi- 
ciency in  this  area? 

You  face  the  same  problem  in  private 
industry.  Any  increase  in  productivity 
within  the  past  25  years  was  due  to  new 
technologies,  upgraded  plant  and  equip- 
ment and  more  efficient  management. 
The  job  performance  of  labor  has  made 
little  if  any  contribution  to  the  improve- 
ment. 

— Robert  E.  Gabrini 
Amityville.  N.Y. 

Spring  Is  There 

Sir:   The  first  soft  day  after  the  chill 

winds   of   February   and   early   March — 

when  the  bridges  are  again   lined   with 

fishermen   shoulder-to-shoulder,   the   rain 

(Continued  on  page  46) 
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FOR  SALE  OR  LEASE 


■fp 

■IZ^ 

!■■■■■■  WMif '1 1  ^ 

24,860  sq.  ft. 


Move  into  this  plant 
in  60-90  days. 
Be  overnight  to  the 
vast  Eastern  markets 


From  this  122'  x  202'  building  in  Pennsylvania's 
Lehigh  Valley,  your  products  will  be  only  90  minutes 
from  Philadelphia  and  214  hours  from  New  York  City. 

The  site,  next  to  a  four-lane  highway,  is  eight  minutes 
from  the  North-South  Pa.  Turnpike  extension  and 
Interstate  Route  78  for  fast  deliveries  east  and  west. 

This  growing  and  progressive  area  is  ideally  suited  for 

expansion.  Nearby  are  eight  colleges,  a  university 

.and  three  vo-tech  schools  ...  a  jet-serviced  commercial 

airport .  .  .  good  truck  and  rail  service  .  .  . 

low-cost  electric  power  ...  a  pleasant  residential 

atmosphere  ...  all  the  essentials 

of  a  vigorous  industrial  climate. 

For  the  full  story  on  this  building  and  the 

rich  potential  of  the  Lehigh  Valley  send  the  coupon 

— there's  no  oblisation. 


Donald  N.Stocker.  Mgr.,  Area  Development  Fbl 

PENNSYLVANIA  POWER  &  LIGHT  COMPANY 
901  Hamilton  Street 
Allentown,  Pennsylvania  18101 

Please  send  details  on  this  24,860-sq.  -ft.  building 
and  the  area  in  which  it  is  located. 

Name 


.  Company 

Address 

Phone 

City 

State                 Zip  CortP 

THE  HEART  OF  THE  MARKET 
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When  spring  fever  hits,  don't  feel  guihy.  Have  a  Coke. 

Ahh,  what  a  beautiful  taste  it  has.  What  a  beautiful  day  this  is. 

You  can't  go  to  work.  You  have  to  finish  the  Coke. 

And  watch  the  grass  grow.  What  a  relief. 

Springs  go  better  with  Coke. 


>  TRADE  MARKS  WHICH  lOfNTirV  ONCV  IHt  fROOUCT  OF  THE  COCA  COLA  COMPAN 
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borit  confuse  us  with 
lacl^round  music 


'en  ordinary  music  affects  peo- 
e  ...  for  good  or  bad.  Scientists 
ve  proved  this.  So  have  you  .  .  . 
len  music  has  made  you  alert,  or 
axed  .  .  .  happy  or  blue  ...  or 
en  hungry. 

uzak^  puts  this  knowledge  to 
)rk  scientifically.  Guided  by  its 
»ard  of  world  famous  psycholo- 
sts  and  scientific  advisors,  Mu- 
k  uses  music  as  raw  material  to 
eate  desirable  environments  and 
educe  predetermined  effects, 
uzak  is  engineered  sound.  It's  a 
anagement  tool.  That's  what 
akes  Muzak  more  than  music, 
an  office  or  industrial  plant  it 
n  mean  less  wasted  time,  less 
tigue,  greater  productivity.  In  a 
spital  less  anxiety  and  tension, 
a  retail  store,  better  humored. 
Dre  polite  sales  people,  relaxed 
stomers  who  linger  longer  and 
y  more. 

lat  is  Muzak?  Muzak  is  produced 

our  own  studios,  employing  top 

rangers,  conductors  and  record- 

g  artists  to  assure  strict  quality 

ntrol.     It's  a   scientifically  con- 

)lled     combination     of     sounds 

de   up   of   tempo,    rhythm,    or- 

estration,   instrumentation,   mo- 

lity  and  dynamics.  That  is,  the 

at,    swing,    number    of    instru- 

jnts.   major  or  minor  keys  and 

e  and  fall  of  volume. 

Hike  ordinary   music  which   de- 

nds  attention,  you  enjoy  Muzak 

bconsciously;  you  don't  actively 

sten"  to  it.   It's  not  distracting 

cause  attention-compelling  fac- 

s  have  been  avoided. 

jzak  is  sequentially  programmed. 

Jzak    is    planned    in    15-minute 

qgments,  arranged  in  a  predeter- 

ned  order.   Each  segment  ends 

a  higher  stimulus  level  than  it 

gan.  to  give  a  psychological  lift 

^  a  subconscious  sense  of  for- 

rd  motion. 
\^  consider  factors  like  familiar- 
That's  why  Muzak  is  contem- 


porary. In  fact,  of  the  top  50  hits 
today,  over  75%  have  already 
been  recorded  and  programmed. 
In  our  standard  operations,  we 
play  a  different  program  every  day, 
365  days  a  year  (which  is  another 
reason  we  don't  like  to  be  identi- 
fied with  ordinary  background  mu- 
sic which  repeats  itself  day  after 
day). 

What  can  Muzak  do?  Muzak  can 
affect  environment  and  human  be- 
havior in  business  and  industry. 
For  instance:  the  efficiency  curve 
in  an  office  falls  off  in  mid-morn- 
ing and  mid-afternoon.  Muzak  pro- 
grams a  "stimuli  curve"  against 
this  and  brings  the  level  up.  Mu- 
zak selections  are  rated  from  —8 
to  +8  in  stimulus  value  and  are 
sequentially  programmed  to  meet 
management  requirements. 
Reports  from  subscriber  compa- 
nies indicate  that  Muzak  has  cut 
absenteeism  5%  to  10%,  reduced 
clerical  error  as  much  as  40%, 
increased  production  as  high  as 
12%.  It  can  reduce  tardiness  and 
wasted  time  which  in  turn  in- 
creases efficiency  and  production. 
In  an  industrial  plant  it  "sifts 
through"  irritating  noise,  makes 
work  more  pleasant.  Employees 
like  Muzak  and  go  home  less  tired. 
Muzak  in  vigilance  research.  Sci- 
entists at  Aberdeen  Proving 
Grounds  have  verified  the  effective- 


ness of  the  ascending  Muzak  pro- 
gram. Test  subjects  were  members 
of  the  armed  forces  who  scan  in- 
struments for  hours  at  a  time. 
With  scientifically  programmed 
Muzak  they  showed  better  alert- 
ness and  responded  significantly 
faster  than  with  random  music. 
In  cardiology,  Muzak  is  being  used 
to  alleviate  tension  and  anxiety 
among  intensive  care  patients. 
In  schools,  Muzak  is  working  with 
educators  to  improve  behavior  and 
learning  ability  of  students  at  vari- 
ous grade  levels. 

In  safety,  Muzak  has  developed 
programs  to  offset  fatigue  and  im- 
prove alertness  of  automobile  and 
truck  drivers. 

In  television,  Muzak  know-how  is 
being  applied  to  influence  the  re- 
ceptivity of  viewers  of  TV  commer- 
cials. 

In  human  engineering.  Muzak's 
Human  Engineering  Department 
provides  consulting  services  in 
such  areas  as  acoustics,  environ- 
ment, equipment  design  and  hu- 
man factors.  These  are  just  some 
of  the  exciting  new  fields  in  which 
Muzak  is  pioneering  for  the  future. 
In  business  and  industry,  Muzak 
has  a  proven  record  of  success  in 
meeting  measurable  management 
objectives.  Make  us  prove  it  to  you 
by  sending  the  coupon.  Part  of  the 
proof  is  a  demonstration  stereo  al- 
bum you  can  keep  to  play  for 
guests  at  home  or  in  the  office. 


Muzak 

229  Park  Avenue  South 
New  York,  NY.  10003 
Alt:  Human  Engineering  Dept.  F-69 
I  am  interested  in  the  Muzak  story.  I'd  like 
more  details,  including  the  Muzak  demon- 
stration recording. 

fim Z~MiD  TITLE 

COMPANY 

COMPANY  ADDRESS 

CITY  STATE  ZIP 

Muzak,  a  Division  of  Wrather  Corporation 


Muzak  is  more 
tlian  music 

Specialists  in  the  psychological  and  physiological  applications  of  music. 
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Would  you  buy  a  new  car 
from  this  man? 


Hardly.  Our  locomotive  engineer's  job  is  to  deliver  new  cars,  not  sell 
them.  He  pilots  trainloads  of  new  autos  to  special  distribution  centers 
we've  developed  in  strategic  locations.  From  there  they  go  to  the  dealer's 
showroom  -  and  you. 

It  all  adds  up  to  better,  faster,  cheaper  distribution.  Maybe  your  prod- 
uct could  use  this  kind  of  service.  Just  call  our  local  salesman.  Or,  for  our 
Distribution  Services  Brochure,  write:  C.  R.  Zarfoss,  Vice  President,  Mer- 
chandise Freight  Group,  One  Charles  Center,  Baltimore,  Maryland  21201. 

The  C&O/B&O  Railroads    Cleveland  44101  •  Baltimor 
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(Continued  from  page  43) 

trees  in  a  sudden  shower  of  golden,  deli- 
cate blossom.  .  .  .  Yes,  there  is  spring  in 
Florida  and  autumn  and  winter  and  sum- 
mer (Fact  b-  Comment,  Apr.  15).  But 
you  have  to  live  in  Florida  to  see  them 
and  understand  them. 

— Margaret  M.  Shepefidsonn 
Palm  Harbor,  Fla. 

Sir:  Isn't  that  like  saying  you'd  tolerate 
a  toothache,  just  for  the  pleasure  of  ex- 
periencing how  good  it  feels  when  it 
stops?  But  I'll  confess — there's  nothing  as : 
invigorating  as  those  seasonal  changes.. 
— Helen  McGraw 
La    Mesa,    Calif. 

Sir:  Where  did  you  get  the  idea  we 
do  not  have  a  change  of  seasons  here? 
They  are  as  plainly  marked  as  in  the- 
Northeast  though  not  to  the  same  degree. 
When  spring  comes,  there  is  the  same  lift! 
to  the  senses.  We  have  many  a  tree  with 
the  lovely  gold  and  the  reds  to  remind 
us  the  summer  is  gone,  and  there  is  that 
certain  feeling  of  the  season's  change. 

— Hettee  Maelohy  Wade 
Escondido,    Calif. 

Not  Foretasting  Any  Loss 

Sm:  I  was  greatly  concerned  to  read 
in  the  Apr.  1  issue  of  Forbes  the  refer- 
ence to  a  possible  substantial  loss  on  a 
North  American  Rockwell  sub-contraci 
from  General  Dynamics  covering  a  ver> 
advanced  and  highly  complex  electronic 
system  for  the  Air  Force  F-111  fightei 
bomber.  To  bring  this  situation  intc 
proper  perspective,  I  tliink  it  is  essentia 
to  emphasize  that  the  program  is  still  ii 
a  relatively  early  stage  and  the  price  ha 
not  yet  been  finally  negotiated.  Althougl 
it  is  still  too  early  to  predict  definitely  wha 
the  financial  outcome  wili  be,  at  piesen 
North  American  Rockwell  is  not  tore 
casting  any  loss  on  this  program. 

— W.  F.  Rockwell  Jp 

Chairmai 

North  American  Rockwe 

El  Segundo,  Calil 

Too  Risky? 

Sir:  I  think  most  people  vvi  o  bu 
mutual  funds  do  so  because  they  ai 
looking  for  the  safe  investment  (Fohbe 
Mar.  15).  They  want  to  spread  the  ri? 
by  giving  it  to  a  manager  who  tht 
tliink  is  professional,  knowledgeable  ai 
prudent.  They  want  to  hedge  against  ii 
flation,  provide  for  college  for  the 
children,  or  tlieir  own  old  age.  Tht 
want  a  safe  investment.  So  they  buy 
mutual  fund  and  what  do  they  get? 
— Ben  Lansdai 
Santa  Clara,  Cal 

Sir:  Many  arguments  can  be  put  for 

for    high    performance    of    a    fund,    ai 

selection  should  be   based  by  each  i 

vestor  on  many  factors,  but  I  fino  m 

(Continued  on  Page  251) 
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flops  and  1  wild  success 
from  GT&E  research. 


Let  us  be  the  first  big  corporation  in  Amer- 
ica to  admit  it: 

Sometimes  we  fal  I  flat  on  our  face. 

That  may  come  as  a  shock  to  you,  but 
we've  found  it's  a  smart  way  to  run  our  re- 
search laboratories. 

Rather  than  saddle  our  scientists  with 
a  "Do  It  The  Way  It's  Always  Been  Done" 
philosophy,  we  encourage  them  to  stick 
their  necks  out— to  poke  around  in  places 
nobody  ever  poked  around  before. 

Sometimes  this  philosophy  makes  mil- 
lions of  dol  lars  for  us  (see  Eureka !) . 

Sometimes  it  doesn't  make  us  a  penny. 

Take,  for  instance 

r  lop  ll  The  Wam-0-Scope-a  new 
kind  of  radar  set  that  was  supposed  to  be 
10  times  more  sensitive  than  ordinary  ra- 
dar. (This  was  because  we  put  lots  of  little 
electronic  parts  right  inside  the  radartube, 
where  nobody  ever  put  them  before.)  The- 
oretically, it  worked  fine.  Practically,  it 
didn'tworkatall.  Which  bringsusto 

r^  lop  2l  The  Stacked  Tube.  After 
years  of  work,  we  perfected  the  world's 
best  radio  tube— long  lived,  practically  in- 
destructible. Unfortunately,  we  built  it  the 
same  year  the  transistor  was  invented, 
making  our  tube  instantly  obsolete.  Then 
there  was 

r  lop  Ol  The  Omegatron  — a  clever 
device  designed  to  tell  vacuum  tube  man- 
ufacturers precisely  how  much  excess  gas 


they  had  in  their  tubes  (which,  you  remem- 
ber from  Physics  1,  are  supposed  to  be 
completely  empty).  This,  however,  was 
more  than  they  wanted  to  know.  They  want- 
ed to  get  rid  of  the  gas,  not  measure  it. 
So  finally,  we  come  to 


Eureka! 


The  Sylvania  Flashcube— a  little  idea 
that  revolutionized  the  whole  camera  busi- 
ness. For  the  first  time,  people  could  take 
flash  pictures  as  fast  as  they  could  click 
the  shutter— no  more  hot  bulbs  to  change, 
no  more  missed  pictures. 

It  looks  simple.  But  it  took  more  than 
100,000  designs  and  years  of  fiddling  and 
testing  before  we  made  the  first  one. 

What  are  we  up  to  now?  Everything  from 
laser  research  to  pollution  control. 

We  even  have  an  idea  that  might  revo- 
lutionize the  entire  color  TV  industry. 

If  it  works. 


General  Telephone  &  Electronics 


t 
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.  woven  building:  5  times  as  tall 
dsthe  Empire  State  Building. 


The  weavers  in  Lowell,  Massachusetts  have 
been  famous  for  over  a  century.  But  no 
chambray,  gingham,  or  voile  they  ever 
loomed  holds  a  candle  to  their  latest 
triumph. 

It's  a  weave  of  boron  filament. 

New  processing  techniques  could  make 
boron  a  key  material  of  the  future.  Pound 
for  pound,  it's  got  five  times  the  tensile 
strength  of  steel.  In  filament  form,  it  can  be 
combined  with  metals  or  plastics  to  produce 
a  stronger,  more  rigid  structural  framework, 
at  about  half  the  weight  of  current  ones.  For 


buildings,  bridges,  airplane  frames. 

Right  now,  Avco's  Applied  Technology  Divi- 
sion is  developing  a  new  technique  for 
"weaving"  boron  (or  any  other  filament). 
Not  the  kind  of  weaving  you  might  do  with 
cotton -boron  is  far  too  stiff  to  be  inter-" 
meshed  in  the  conventional  way.  But  by 
arranging  the  filaments  in  a  special  3-D 
pattern,  with  strands  running  in  three  direc- 
tions, each  perpendicular  to  the  others, 
unique  structures  suddenly  become  a  reality. 

And  Avco  scientists  are  hot  on  the  trail 
of  some  other  astonishing  new  space-age 
materials  as  well.  In  fact,  materials  research 
is  one  of  Avco's  growth  fields  of  the  future. 
All  in  all,  Avco  is  deeply  involved  in  no  less 


than  21  of  the  areas  Forbes  descri 
cently  as  the  ones  on  the  thresholc 
greatest  dynamism  over  the  next  U 

Like  space  exploration.  And  aire 
gines.  And  broadcasting,  insurance, 
and  medical  research. 

In  a  way,  the  current  term,  "conf 
ate,"  doesn't  really  describe  us  ace 

How  about  a  here-and-now  compa 
one  foot  firmly  planted  in  the  future? 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NIXON'S  PROPOSED  BUDGET    SURPLUS 


President  Nixon's  proposal  to  cut  S4  billion  from  the 
bhnson  budget,  with  the  possibility  of  a  $6-billion  surplus, 

good.  Very,  very  good.  Should  the  surplus  be  even 
)igger,  it  could  c-ontribute  even  more  to  the  de-escalation 
f  inflation. 

The  specifics  of  the  President's  proposed  reductions  are 
ot  all  so  g(K)d.  That  annual  astronomical  Army  Corps  of 
engineers'  pork  barrel  should  have  received  considerably 

ore  flak,  whack,  hack.  And  gargantuan  highway  spending 


should  have  been  stalled,  curbed,  junked  a  bit. 

The  vastly  overblown  defense  budget,  of  course,  offers 
the  greatest  opportunity  for  reduction,  and  an  increasing 
number  of  responsible  senators  and  congressmen  have 
promised  a  bit  of  attention  to  that. 


Isn't  it  wonderful  to  be  discussing  reductions  and  sui- 
pluses  for  a  change! 


THE  NEW  HOT  LINE  TO  WASHINGTON" 


That's  the  headline  of  a  recent  General  Electric  adver- 
isement  illustrating  the  new  Penn  Central  train  that  carries 
ne  from  downtown  New  York  to  downtown  Washington 

150  minutes.  I  think  this  is  perhaps  one  of  the  most  im- 
(ortant,  most  exciting  transportation  developments^  since 
he  ad\ent  of  wheel  and  wing. 

Even  the  ostriches  who  still  cling  to  power  in  port 
uthorities,  airlines  and  regulatory  agencies  should  feel 
he  breeze  of  this  new  train  on  their  tail  feathers.  It  is 
nly  the  beginning.  When  one  can  whip  from  a  Grand 
>entral  or  Pennsylvania  Station  in  Manhattan  heartland 
o  roomy  Tomorrow  Airports  away  from  suburbia  in  20 
ir  30  or  so  miimtes,  all  rationale  by  the  rational  for  try- 
ng  to  pour  jetports  into  and  over  people-hving  spaces 
s  gone. 


It  beats  me  how  so  much  antediluvian  thinking  still 
xists  in  the  high  places  of  those  managing  our  transporta- 
ion — regulators,  operators,  as  well  as  corporate  and  in- 
lividual  customers. 

Even  a  third-grade  mt-th  student  can  probably  multiply 
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the  air  cargo  space  that  will  be  available  in  the  next  2  -  3  - 
4-5  years;  the  redistribution  of  warehousing  and  servicing 
that  has  to  be  a  concomitant.  And  conclude  that  any  and 
all  significant  new  airports  must  be  very  sizable  terminal 
complexes,  vast  and  numerous  runways;  ditto  airplane 
servicing  facilities;  ditto  warehousing;  ditto  trucking  and 
distribution  facilities — in  fact,  ditto  the  infinite  variety  of 
satellite  needs  that  must  and  will  grow  around  the  air 
terminals  of  tomorrow. 

The  swift  Metroliner  will  revitalize  central  city  rail  sta- 
tions, and  by  putting  short-haul  passengers  back  on  the 
rails  will  ease  the  megalopolis  highways  that  are  so  often 
choked  by  people  trying  to  get  to  and  from  work — and 
airports. 

What  GE  calls  "The  new  hot  line  to  Washington"  prom- 
ises to  restore  sanity  to  our  growing  megalopolises  and 
offers  an  opportunity  for  responsible  authorities  to  think 
a  bit  about  people  instead  of  facilities — about  making  our 
air  breathable,  our  water  drinkable,  our  paths  to  work  and 
play  and  life  more  passable. 

Do  you  read  me  Messrs.  Tobin,  \'olpe,  Rowan;  CAB, 
FAA,  PNYA,  ICC,  DOT,  MTA? 
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VERY  INTERESTING 


Twenty-one  years  ago  Forbes  pioneered  in  rank- 
ing the  nation's  major  corporations  in  terms  ot  their 
performance.  Over  a  period  of  more  than  two  dec- 
ades we  gradually  refined  and  re-refined  the  yard- 
sticks which  essentially  measure  an  imponderable — 
managerial  ability. 

In  this  issue  we  take  an  important  further  step — 
the  Four  Fouhes  500s.  Here  we  rank  the  top  500 
companies  in  the  country  by  four  different,  signifi- 
cant measures  of  size. 

Perhaps  in  some  ways  the  most  fascinating  is  the 
value  placed  in  the  stock-marketplace  on  American 
corporations  from  No.  One  (IBM)  through  the  500th 
(Broadway-Hale  Stores).  Sometimes — ofttimes — the 
total  worth  of  a  company  as  measured  by  the  selling 
value  of  its  stock  times  the  number  of  shares  out- 


standing is  in  sharp  contrast  to  the  other  three 
Forbes  measurements  of  the  top  500. 

It  may  shake  you,  up,  as  it  shook  me  up,  to  note 
that  Avon,  with  only  one-fifth  the  assets,  has  the 
same  value  on  the  stock  market  as  Procter  &  Gamble. 
Polaroid  has  a  higher  market  value  than  RCA  and 
Union  Carbide;  Bristol-Myers  higher  than  Chase 
Manhattan  and  Alcoa;  Teledyne  higher  than  Borden, 
Scott  Paper  and  International  Harvester. 

Extraordinaire. 

In  a  good  many  cases,  one  wonders  how  ephemeral 
that  worth  is  in  relation  to  the  other  measurements. 

This  new  Forbes  issue  performs  a  service  not 
only  as  an  important  reference,  but  also  because  it 
provides  much  food  for  much  thought  by  many  con- 
cerned with  overvaluations  and  undervaluations. 


CHANGE  THE  DRAFT 


Two  important  groups  have  proposed  drastic  changes 
in  the  draft. 

The  proposal  by  Defense  Secretary  Laird  is  eminently 
sensible,  but  the  one  by  nine  senators  is  preeminently 
nonsensical.  They  would  abolish  the  draft  altogether  and 
depend  on  volunteers,  upping  pay  scales  and  increasing 
fringe  benefits.  Someone  might  tell  these  well-meaning 
gentlemen  that  the  main  reason  our  armed  forces  today 
have  so  many  "volunteers"  is  because  the  draft  exists; 
and  most  volunteer  simply  to  choose  their  time  and  branch 
of  service.  With  no  draft,  "volunteer"  figures  would  plum- 
met. In  our  present  circumstances,  in  this  world  there  is 
no  soon  time  that  we  can  gel  along  with  a  million  or  two 


fewer  in  our  armed  forces.  There  ain't  no  3  million  quali- 
fied young  men  about  to  volunteer  if  our  country  were 
draftless. 

Secretary  Laird  would,  by  lottery,  select  the  year's 
needed  draftees  from  a  basic  pool  of  all  qualified  19-year- 
olds,  plus  older  men  whose  deferments  had  expired.  If  a 
young  man  at  19  is  passed  over  by  the  luck  of  the  draw,  he 
is  then  draftproof,  free  to  proceed  to  plan  his  own  life 
without  federal  interruption.  Barring,  of  course,  a  national 
emergency. 

This  procedure  makes  so  much  sense  and  would  remove 
so  many  present  draft  law  inequities  that  surely  we  can 
hope  it  will  .soon  be  implemented. 


OVERLOOKED  FUNDAMENTAL 


In  the  cunenl  issue  of  Business  Today,  published  by 
Princeton  undergraduates  lor  undergraduates  throughout 
the  country,  the  lead  article  is  entitled,  "Cainjjus  Capital- 
ism." The  subhead  on  the  article  observes  a  basic  truth 
that  is  sometimes  overlooked  in  all  the  clatter  and  claptrap 


that  appeals  in  print  about  undergraduates  having  httle 

regard  for  business. 
Observes  the  caption: 

"Most  people  like  money.  And  for  all  the 
talk  to  the  contrary,  so  do  most  students." 


SIS  BOOM  BAH  FOR  SEX  EDUCATION 


More  and  more  sensible  boards  of  education  are  okay- 
ing sex  courses  in  high  schools.  What  a  healthy  good  thing 
that  is. 

Leading  among  the  opponents  oi   this  elementary  en- 


lightenment   are    members    of    the    John    Birch    Society. 
Wouldn't  you  know  it. 

Some  of  these  Birchers  probably  need  to  be  or  should 
have  been. 


HAVE  YOU  NOTICED? 


It  never  ceases  to  amaze  me  how  so  many  other  people 
like  so  many  of  the  same  things  you  and  I  like — praise, 


love,  holidays,  good  pay,  vacations,  and  so  forth. 
Quite  a  coincidence. 


-Malcolm  S.  Forbes,    i 

Editor-in-Chief 


Scotch  for  people  who  know  the  difference^ 


» 
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"Black  &White^Scotch. 


We  make  Scotch  for 
the  hard-tO'please. 
A  Scotch  with 
a  difference. 

"Black  StWhite." 
Smooth.  Light.Thc  one 
that  sets  the  standards 
for  all  other  Scotches. 
Tonight. 

"Black  &.White." 


"BUCK  &  WHITE'; 


AGED,  BLENDED,  BOTTLED  IN  SCOTLAND  86.8  PROOF  SCOTCH  WHISKY  THE  FLEISCHMANN  DISTILLING  CORP.  NYC  EXCLUSIVE  IMPORTER 
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The 


new 


hot 


me 


to  Washington. 

A  train  that  can  go  160  mph.  One  way  General  Electric 
engineering  is  helping  move  people  faster.. .and  cities  closer. 

From  downtown  New  York  to  downtown  Washington  in  less  than  three  hours. 

On  the  new  Penn  Central  Metroliners. 

It's  the  beginning  of  a  new  era  in  ground  transportation  in  the  U.S. 

These  high-speed  trains — built  by  Budd — are  part  of  the  Department  of 

Transportation's  planning  for  balanced  transportation  systems.  And  General  Electric 

is  supplying  motors  and  controls  that  make  them  high-speed. 

General  Electric  is  also  helping  open  a  new  era  in  air  transportation. 

With  jet  engines  for  new  kinds  of  planes. 

Planes  like  the  McDonnell  Douglas  DC-10  . . .  designed  to  carry  350  passengers. 

And  like  Boeing's  supersonic  transport .  .  .  designed  to  go 

1800  m.p.h.  From  one  continent  to  another  in  three  hours  or  less. 

General  Electric  is  also  providing  new  drive  systems  for  rapid  transit.  Computers 

and  closed-circuit  TV  for  traffic  control.  Engines  for  helicopters  and  hydrofoils. 

New  ways  to  keep  America  on  the  go. ..new  ways  to  make  progress. 


Progress  is  our  most  important  product 


GENERAL 


ELECTRIC 


The 
"six  honest  serving-men 
of  facility  expansion: 

What,  Why,  When, 
How,  Where  and  Who . . 


/  r 


Faced  with  the  need  for  new  or 
modernized  facilities,  today's  exec- 
utive is  confronted  with  many  critical 
questions  and  decisions.  For 
example  : 

How  do  you  know  your  next  plant 
will  be  within  budget?  Will  it  be 
completed  in  timeto  meet  production 
schedules?  Can  you  be  sure  it  will 
be  located  where  labor  and  freight 
rates,  distribution  patterns  and 
sources  of  raw  materials  will  reflect 
the  greatest  profit  potential  ?  How 
do  you  determine  the  most  efficient 
plant  layout  and  materials  handling 
system  for  your  products  ?  And  who 
coordinates  your  project? 


But  even  more  important  .  .  .  it's 
knowing  when  to  build,  what  to 
build,  where  to  build  .  .  .  and,  in 
some  cases,  knowing  when  not 
to  build. 

You  can  get  many  confusing  an- 
swers by  calling  in  separate  firms 
with  separate  interests.  Also,  this 
involves  pyramiding  of  fees  as  well 
as  months  of  your  time,  effort  and 
coordination.  A  better  way  is  to 
follow  the  lead  of  many  of  the 
world's  forward-looking  companies 
— call  in  a  firm  professionally  capable 
of  handling  your  entire  expansion 
program  from  feasibility  studies 
through  project  completion. 


Cunningham-Limp  is  just  such  an 
organization.  Under  our  total  re- 
sponsibility concept  you  enjoy  many 
advantages,  as  we  integrate  all 
phases  of  your  project  and  dovetail 
the  related  steps.  A  complete  pro- 
posal with  specifications,  plans, 
layout,  architectural  perspective  and 
contract  can  be  developed  in  a 
matter  of  days  instead  of  weeks  or 
months.  You  will  know  exactly  what 
you  are  going  to  pay  before  incurring 
the  unnecessary  expense  of  detailed 
working  drawings  and  construction 
work  can  begin  immediately. 

The  chart  below  shows  the  months 
saved  by  using  the  Design-Engineer- 
Build  Services  of  Cunning  ham -Limp. 


DESIGN-ENGINEER-BUILD  TYPE 


-l 

^^^1 

CONSTRUCTION 

An   u/FFIf<i- 

-10  MONTHS  ' 

i 

-  1 

ARCHITECT-BID-GENERAL  CONTRACTOR  TYPE  * 

ARCHITECTS  DWGS.        //    /-^-    BID  &  AWARD 


CONSTRUCTION 


62  WEEKS      14'/2   MONTHS 


CHARTS  DEVELOPED  BY  MONTGOMERY  WARD 


For  more  information  on  C/L's  Total  Responsibility  Concept,  send  for  your  copy  of  The 
Comprehensive  Approach  to  Facility  Expansion.  Write:  Cunningham-Limp  Company,  1400Q 
North  Woodward  Avenue,  Birmingham,  Michigan  48011 


DESIGNING-ENGINEERING-BUILDING  AROUND  THE  WORLD 

CUNNINGHAM-LIMP 

CUNNINGHAM    ENGINEERS    INC.   •    CUNNINGHAM-LIMP   INTERNATIONAL    •    CUNNINGHAM-LIMP    LIMITED 

Offices  in  principal  cities 


Whenever  relerenco  is  madr  to  dcsionina,  cnoineerino  or  architecture,  the  work  will  be  done  by  Cunninriham  Engineers  inc.  or  by  personnel  qualified  under  ail  aoDiicable  iav.s. 

©  Cunningham. Limp  Company  1969 
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Would  you  like  a  report 
on  what  Beatrice  has  been  up  to? 


eatrice  has  had  another  record  year. 
ere  are  the  highlights  for  the  fiscal  year 
ided  February  28,  1969: 

yes:  $1,302,943,017,  which  is  a  new 
gh  for  the  19th  consecutive  year. 

et  earnings:  $43,667,574,  up  again  for 
le  17th  consecutive  year. 

arnings  per  common  share:  $1.89,  a 
nv  record  for  the  17th  straight  time. 

ividends:  Increased  twice  in  the  last- 
n  months. 

urrent  annual  rate:  $1.00,  after  reflect- 


ing common  stock  distribution  on  March 
3,  1969,  of  one  share  for  each  share  held 
(which  is  also  reflected  in  the  earnings 
per  share). 

300  new  or  substantially  improved  prod- 
ucts were  introduced  last  year,  and  900 
in  the  past  five  years. 

For  a  complete  report  on  what  Beatrice 
has  been  up  to,  write: 

Treasurer,  Department  FF,  Beatrice 
Foods  Co.,  120  South  LaSalle  Street, 
Chicago,  lUinois  60603. 


VEN  PROFIT  CENTERS:  DAIRY  •  GROCERY  .  CONFECTIONERY  .  WAREHOUSING  .  CHEMICAL  &  MANUFACTURED  PRODUCTS  •  AGRl  PRODUCTS  •  INTERNATIONAL 


7776  Four  Dimensions  of  American  Business 


The  world  of  business  has  four 
statistical  dimensions:  revenues; 
profits;  assets;  market  value. 
FORBES  measures  each  of  these 
dimensions  for  hundredsof  stock- 
holder-owned corporations  in 
this,  our  first  Annual  Directory. 
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BASICALLY,  business  has  not  one  but 
>ur  statistical  dimensions.  Tradition- 
Uy,  the  size  of  a  business  and  its 
anking  in  the  economy  have  been 
easured  in  one  of  two  ways:  in 
ssets;  or  in  sales-revenues.  The  ed- 
ors  of  Forbes  believe  that  there  is 
lore  to  the  story  than  that.  The 
imensions  of  a  business  cannot  be 
leasured  by  sales  or  by  assets  alone, 
i^qually  important  are  two  other  di- 
nensions.  One  is  net  profits.  It  is 
rofits  that  help  pay  for  growth,  at- 
ract  new  capital  and  enable  busi- 
esses  to  attract  top  talent.  Profits 
re  an  important,  perhaps  the  most 
mportant,  corporate  dimension. 

Often  overlooked  is  a  fourth  di- 
nension:  stock  market  value.  This 
epresents  the  cold — if  frequendy 
ckle — judgment  of  investors  on 
ivhat  a  company  is  really  worth,  tak- 
ng  into  consideration  all  of  the  other 
dimensions — revenues,  profits,  assets, 
t  is  market  value  that  makes  stock 
jptions  valuable  or  worthless  and 
helps — or  hinders — in  acquisitions.  In 
theory,  and  sometimes  in  fact,  market 
alue  is  discounting,  predicting  what 
the  other  three  dimensions  unll  look 
ike  a  few  years  hence.  If  the  pros- 
pects   change,    so    usually    does    the 


market  value,  no  matter  how  good 
current  sales  and  earnings  may  be. 

Thus  are  all  four  dimensions  im- 
portant in  measuring  where  and  how 
a  given  corporation  ranks  among  its 
peers  in  a  given  year,  in  this  case 
for  the  year  ended  Dec.  31,  1968. 

In  measuring  the  dimensions  of 
-American  business,  Forbes  has  dis- 
carded the  old  breakdowns  by  indus- 
try groupings:  industrial,  financial, 
transportation,  etc.  Today  such  break- 
downs are  largely  artificial.  They  are 
unrealistic.  The  growth  of  the  multi- 
companies  has  made  them  so.  So  has 
the  general  blurring  of  industry  lines. 
Control  Data  today  has  most  of  its 
assets  in  its  Commercial  Credit  sub- 
sidiary. Is  CDC  an  industrial  com- 
pany or  a  finance  company?  Is  Sears, 
Roebuck,  with  its  huge  moneylending 
and  insurance  activities,  simply  a 
retailer?  Is  Marcor  a  merchandiser  or 
an  industrial?  Is  Penn  Central  a  rail- 
road or  a  real-estate  company?  They 
defy  classification.  They  are  all,  sim- 
ply, corporations.  Hence,  in  these 
listings  Forbes  lumps  all  corporations 
together,  makes  them  stand  one 
against  the  other  regardless  of  the 
original  business. 

For  each  of  these  four  dimensions. 


Forbes  lists  on  the  following  pages 
the  300  biggest  stockholder-owned 
corporations  in  order  of  size.  That 
makes  four  lists  in  all.  Accompanying 
each  listing  is  an  explanatory  essay. 

Since  some  companies  are  in  the 
Top  300  in  one  dimension  but  not  in 
another,  not  all  the  names  appear  on 
each  list.  Swift,  high  on  the  revenues 
list,  is  not  on  the  net  profits  list.  Avon, 
which  ranks  high  in  market  value,  is 
not  on  the  assets  list.  Nor  do  they 
appear  in  the  same  order  on  the  difi^er- 
ent  lists.  AT&T  is  first  in  assets  and 
income,  CM  is  first  in  revenues,  and 
IBM  is  first  in  market  value. 

Thus,  although  each  list  contains 
only  500  names,  the  four  taken  to- 
gether comprise  many  more.  A  fifth 
list,  in  many  respects  the  most  com- 
plete and  useful,  unites  all  the  preced- 
ing ones,  fisting  vital  statistics  for 
every  single  major  corporation  that 
makes  any  of  the  four  Forbes  lists. 
With  few  exceptions  the  figures  in 
these  listings  are  audited  ones  pro- 
vided  by   the   companies   themselves. 

All  in  all  this  is  a  formidable 
statistical  product.  We  hope  it  will 
prove  to  be  a  handy  analytical  refer- 
ence source  for  our  businessmen  read- 
ers throughout  the  next  year.  ■ 


The  Big  Three.  The  biggesf  company  in  one  dimension  GM,  headed  by  James  Roche  (center),  has  the  most 
isn't  necessarily  the  biggest  in  another.  Tom  Watson's  revenues— $22  billion.  H.  I.  Romnes'  (right)  AT&T  leads 
(left)   IBM    has   the    largest   market    value— $35    billion.       two   lists:    assets   ($40   billion)   and   profits   ($2    billion). 


The  Top  500:  Revenues 


Here  are  the  500  largest  publicly  owned  corporations  as  measured  by 
revenue  volume.  This  is  what  most  people  think  of  when  they  say  "big." 
But  read  on  in  this  issue.  There  are  other,  equally  valid  measures  of  size. 
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lOST      M-WAGEMEXTS      lo\  6      tO      talk 

bout  their  sales  growth.  The  follow- 
g  tables  show  why.  Only  26,  or  5.2%, 
i  the  Forbes  Revenue  500  showed  a 
ecline  in  re\enues  over  the  previous 
ear.  By  contrast,  over  100,  more  than 
0%,  showed  declines  in  the  Forbes 
larket  \'alue  500  or  the  Forbes  Net 
ncome  500.  Obviously,  management 
as  an  easier  time  in  making  re\enues 
TOW  each  year  than  profits  or  market 
alue. 

These  revenue  figures  fell  a  good 
eal  about  the  U.S.  ec-ouomy.  For 
istance,  they  show  how  automobile- 
riented  we  are.  Of  the  top  ten  com- 
anies  in  revenues,  three  are  automo- 
ile  manufacturers,  three  are  in  oil. 
he  si.\  have  a)mbined  revenues  of 
70  billion,  nearly  14'^  of  the  S516 
>ilH()n  for  the  combined  500. 


Here  are  some  other  interesting 
highhghts: 

•  There  is  good  money  in  photog- 
raph).  Polaroid,  344th  in  revenues,  is 
124th  in  net  income.  Eastman  Kodak, 
35th  in  revenues,  is  11th  in  net  in- 
come. Small  wonder  du  Pont  wants  to 
get  into  consumer  photograph) . 

•  While  it  is  fashionable  to  argue 
that  the  multicompany  is  somehow 
stronger  than  the  single-market  c-om- 
pan>-,  the  rankings  question  that.  Few 
major  multicompanies  that  have  grown 
by  recent  accjuisitions  rank  higher  in 
net  profits  than  revenues. 

At  least  139  companies  exceeded  $1 
billion  in  revenues  last  year;  25  ex- 
ceeded $3  billion.  But  unless  these 
revenues  produce  profits,  they  don't 
help  the  company.  A  startling  fact 
is  that  nine  of  the  rexenue-billionaires 


failed  to  qualify  for  the  net  income 
500  list.  Yet  all  a  company  needed  to 
get  there  was  $14.5  million  in  net 
earnings.  That  would  have  meant  a 
return  of  under  1.5'/  on  the  first  billion 
dollars  of  revenues  and  breaking  even 
on  the  rest.  Yet  Armour  and  Swift, 
with  $2  billion  in  sales,  couldn't  do  it. 
Food  Fair  and  Gambles  missed  too. 

All  in  all,  one  of  every  five  compa- 
nies on  the  revenues  list  failed  to  hit 
the  Net  Income  500.  This  points  out 
the  need  to  judge  companies  in  a 
multidimensional  wa\'.  This  is  wh\' 
Forbes  has  not  one,  but  four  500  lists. 
All  the  companies  in  the  top  11  of 
each  list  made  every  other  list.  These 
are  the  true  giants  of  American  busi- 
ness. Of  the  others  not  in  the  top  11 
in  revenues,  only  276  of  tlie  remaining 
489  made  everv  list. 


Unequals.  Judged  by  revenues 
alone,  these  companies  are  twins. 
Monsanto  and  Singer  (left)  have 
revenues  of  $1.7  billion.  So  do  Bor- 
den and  General  Foods.  Boeing  and 
RCA  (right)  have  sales  of  slightly 
over  $3  billion.  But  in  profits  there 
are  big  differences.  Singer  made 
only  $69  million  compared  with  Mon- 
santo's  $109  million.  General  Food's 
profits  were  twice  Borden's.  And 
RCA  made  $154  million  com- 
pared   with    Boeing's    $83    million. 
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TOP  HEAVY? 

The  Forbes  500  lists  represent  a  remarkable  picture 
of  the  diversity  of  the  U.S.  free  enterprise  system. 
In  spite  of  the  fact  that  each  of  these  lists  is  dom- 
inated by  25  or  so  companies  of  tremendous  size, 
each  list,  too,  contains  another  475  companies,  each 
of  which  is  strong  and  successful  in  its  own  right. 
The  top  100  companies  in  assets  may  be  bigger  than 
the  remaining  400,  but  this  doesn't  mean  the  400 
are  small  and  helpless.  Their  assets  average  $850 
milion  apiece;  sales  $548  million;  market  value  $553 
million;  and  net  profits  $32  million.  Which  suggests 
that  the  U.S.  economy  is  more  competitive  and  less 
concentrated  than  some  academicians  think. 


$  BILLIONS 

30  - 

25    COMPANIES 


$  BILLIONS 
900 


800  - 


V) 

Hi 


75    COMPANIES 


400    COMPANIES 


700 


NET  PROFITS 


600 


REVENUES 


MARKET 
VALUE 


ASSETS 


60 


Financial  companies,  though  their 
bookkeepijig  differs,  still  qualified  for 
the  revenues  list.  Of  the  nine  that 
had  revenues  of  over  $1  biHion,  four 
were  insurance  companies:  Aetna, 
Traveler's,  Connecticut  General  and 
Hartford  Fire.  The  only  bank  was 
Bank  of  America.  The  others  were 
Transamerica,  Household  Finance, 
CNA  Financial  and  American  Ex- 
press. Over  $2.5  billion  of  Aetna's 
$2.9-bilIion  revenues  came  from  pre- 
niiimi  income.  The  rest  came  from  in- 
vestment income  ($365  million)  and 
realized  capital  gains  ($26  million). 
About  $768  million  of  Bank  of  Amer- 
ica's revenues  came  from  interest  and 
fees  on  loans.  Most  of  the  remaining 
$356  million  was  either  other  interest 
and  dividends,  services  charges  or 
trust  department  income. 

Despite  their  high-volume  opera- 
tions, merchandisers  by  no  means 
dominate  the  revenues  list.  Among 
the  139  revenue-billionaires  there  are 
just  20  retailers — depending  on  how 
you  classify  a  company  such  as 
Marcor  or  Genesco. 

Profits  is  still  the  name  of  the  game 
in  ^\merican  business,  and  the  com- 
pany that  doesn't  have  enough  of 
them  is  in  trouble.  U.S.  Steel  Chair- 
man Edwin  H.  Gott  told  Forbes  he 
didn't  consider  the  takeover  rumors 
about  his  company  seriously.  "We'd 
be  too  big  a  bite  for  anyone,"  he 
said.  But  he  didn't  mean  The  Coipor- 
ation's  $4.6  billion  in  revenues,  or 
$6.4  billion  in  assets.  He  means  its 
$2.3  billion  in  market  value,  backed 
by  $254  million  in  profits. 

Ranking  companies  by  revenues 
alone  does  not  give  a  true  picture  of 
corporate  size.  Many  utilities,  led 
by  Ohio  Edison  with  $50  million  in 
net  income,  and  mining  companies 
such  as  NewTuont  and  Freeport  Sul- 
phur, with  $48  million  and  $40  mil- 
lion respectively  in  profits,  don't 
make  the  revenue  list.  But  they  rank 
high  in  the  other  Forbes  500  lists. 

Ranking  by  revenues  alone  also 
discriminates  against  the  small  money 
machines  of  American  business:  J. 
Ray  McDennott,  300  on  the  profits 
list,  G.  D.  Searle,  310,  Schering, 
355,  and  Square  D,  359.  All  of  them 
exceeded  $20  million  in  profits  but 
did  not  make  the  revenues  list.  Yet 
they  did  what  business  firms  in  a  free 
enterprise  econoiuy  are  supposed  to 
do.  They  made  money,  not  just  sales. 

Why,  then,  rank  companies  by  the 
size  of  their  revenues?  For  several 
reasons.  Sales  figures  do  give  a  rough 
indication  of  a  company's  importance 
as  an  employer  of  people,  as  a  buyer 
of  goods  and  sei"vices.  And,  besides, 
it's  a  number,  often  a  very  big  num- 
ber, and  most  managements  like  to 
talk  about  big  numbers.  ■ 
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The  Electronic 
Stool  Pigeon 

RCAs  Spectra  70  computer  squeals  on  all  kinds  of  crooks.  It  works  like  gang  busters. 


Sherlock  Holmes  had  a  Watson  at  his  side. 
Maxwell  Smart  has  a  phone  in  his  shoe. 

I    And  RCA  has  a  computer  up  its  sleeve. 
A  computer  that  blabs  to  the  cops.  And  tells 
^em  all  it  knows  about  criminals. 
We  call  it  The  Stool  Pigeon.  (Alias  The 
jjectra  Squealer.) 

When  it  starts  talking,  any  cop  in  a  given 
'ea — even  in  a  patrol  car — will  be  able  to  get 
stant  facts  on  fugitives,  lost  property,  guns, 
olen  cars.  Even  scofflaws. 

Two  of  our  electronic  informers  are 
crating  in  the  Cincinnati/Hamilton  County 
'ea  right  now.  Telling  everything  they  know 
)  38  different  area  law-enforcement  agencies. 

Eventually,  they'll  link  up  with  others  in 
entucky  and  Indiana.  Forming  the  first  tri- 
ate  criminal-intelligence  web  in  the  country. 

One  day  maybe  every  state  will  have  its 
wn  electronic  Stool  Pigeons. 


Then  they'll  help  the  arm  of  the  law  put  the 
finger  on  every  crook  in  the  country. 

RCA  is  also  working  outside  the  law  with  its 
Spectra  70  computers.  One  is  teaching  6,000 
kids  in  New  York  City.  (A  Tutor  Computer.) 
Another  is  on  Wall  Street  eating  up  a  lot  of 
paperwork.  (The  Paperpotamus.)  And  there's 
one  doing  some  financial  figuring  for  10  major 
oil  companies.  (As  a  Comptroller  Computer.) 

RCA's  headquarters  are  at  30  Rockefeller 
Plaza,  Dept.  119,  New  York,  New  York  10020. 
We'll  be  glad  to  tell  you  everything  you  want  to 
know  about  us.  All  you  have  to  do  is  interrogate 
us.  That  is  all. 


ncii 

Computers 
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Chicken  Little  was  rigiit.  But  most  busi- 
nessmen don't  believe  it. 

Because  most  businessmen  only  plan 
for  disasters  between  9  and  5. 

Trouble  is,  off  hours  are  causing  the 
biggest  problem.  Today,  leisure  time 
accidents  are  a  major  cause  of  death 
for  people  under  40.  The  very  group 
you  can  least  afford  to  lose. 

CNA  believes  the  sky  can  fall.  Any- 
time. 

That's  why  we  offer  a  24  hour  acci- 
dental  death   and   dismemberment 


Have  a  good  day 
Plan  on  an  accident. 

policy.  One  of  the  choicest  fringe  bene- 
fits an  employee  can  own. 
Choice  for  the  employee  because  it 
gives  him  up  to  SI  00,000  of  all  day 
protection,  at  an  incredibly  low  pre- 
mium. He  can  cover  his  whole  family,  if 
he  wishes.  And  group  rates  keep  the 
premium  low. 

It's  choice  for  an  employer  too,  be- 
cause it  doesn't  have  to  cost  him  a 


cent.  Our  AD&D  is  payroll  deductible. 

It  completes  the  accident  protection 

your  employees  need.  We  make  you  a 

hero.  For  nothing. 

Take  a  look  at  our  All-Accident  AD&D 

plan.  Once  you  size  it  up,  we  think 

you'll  agree  everything  else  is  for  the 

birds. 

Contact  your  agent.  Or  write  to  us. 

a  *'C/\/fKl insurance  service 

DEPI    UWZ- 3IC  S   MiCsiC*-.  A'.X    .  C  ■  ■■■-'      "       ''••      *"      .■,--■..-'■.  v  T.  r  _,. 
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Twu4>co;JTlNC^fr*L  insub^nce  ccv>» 
VALLCY  FOnOE  irJSUHANCE  COMPACT 

iNvesTon  s^^vicES,  iixor>POMrto 
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The  Dimensions  of  American  Business 


The  500  Biggest  Corporations 

By  Revenues 
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%  Gain 

%  Gain 

%  Gain 

Revenues 

Over 

Revenues 

Over 

Revenues 

Over 

Ranh 

Company 

($000,000) 

1967 

Rank 

Company 

($000,000) 

1967 

Rant 

I         Company 

($000,000) 

1967 

1 

General  Motors 

22.755 

14 

51 

Federated  Dept.  Stores 

1,814 

8 

101 

Household  Finance 

1,165 

26 

2 

American  Tel.  &  Tel. 

14,100 

8 

52 

Occidental  Petroleum 

1,807 

119 

102 

Raytheon 

1.158 

5 

3 

Standard  Oil  (N.  J.) 

14,091 

6 

53 

Monsanto 

1,793 

10 

103 

Grumman  Aircraft 

1,153 

19 

4 

Ford  Motor 

14,075 

34 

54 

Singer 

1,755 

54 

104 

Owens-Illinois 

1,152 

20 

5 

General  Electric 

8.382 

8 

55 

General  Foods 

1,740 

5 

105 

Gambles 

1,144 

30 

6 

Sears,  Roebuck 

8,198 

12 

56 

Grace,  W.  R. 

1,738 

10 

106 

Goodrich,  B.  F. 

1,140 

13 

7 

Chrysler 

7,445 

20 

57 

Kresge,  S.  S. 

1,732 

25 

107 

National  Steel 

1,139 

12 

8 

Int  Business  Mach. 

6,889 

29 

58 

Caterpillar  Tractor 

1,707 

16 

108 

Corn  Products 

1,138 

6 

9 

Mobil  Oil 

6,221 

8 

59 

Textron 

1,704 

18 

109 

Bank  of  America 

1,124 

12 

10 

Texaco 

5,460 

7 

60 

Borden 

1,669 

5 

110 

CNA  Financial 

1,119 

7 

11 

Great  Atl.  &  Pac.  Tea 

5,459 

0 

61 

Dow  Chemical 

1.652 

20 

111 

American  Tobacco 

1.117 

17 

12 

United  States  Steel 

4,609 

13 

62 

American  Can 

1.633 

7 

112 

Nat.  Cash  Register 

1,102 

15 

13 

Gulf  Oil 

4.559 

9 

63 

Burlington  Inds. 

1,619 

19 

113 

Colgate-Palmolive 

1,098 

7 

14 

International  Tel. 

4,067 

47 

64 

Sperry  Rand 

1,563 

5 

114 

Grant,  W.  T. 

1,095 

12 

15 

Safeway  Stores 

3.686 

10 

65 

International  Paper 

1,562 

10 

115 

May  Dept.  Stores 

1,086 

7 

16 

Standard  Oil  (Calif.) 

3,635 

10 

66 

Union  Oil  California 

1,536 

9 

116 

Getty  Oil 

1,086 

4 

17 

McDonnell  Douglas 

3,609 

23 

67 

Continental  Can 

1,508 

8 

117 

Am.  Home  Products 

1,086 

10 

18 

Du  Pont.  L  1. 

3,455 

12 

68 

TRW 

1,488 

43 

118 

Winn-Dixie  Stores 

1,082 

6 

19 

Penney,  J.  C. 

3,323 

21 

69 

Sinclair  Oil 

1,465 

-1 

119 

Continental  Corp. 

1,076 

20 

20 

Shell  Oil 

3,317 

8 
14 

70 

Foremost-McKesson 

1,463 

3 

120 

American-Standard 

1,075 

79 

21 

Westinghouse  Elec 

3,296 

71 

Cities  Service 

1,440 

5 

121 

Inland  Steel 

1.074 

8 

22 

Boeing 

3,274 

14 

72 

Uniroyal 

1,429 

13 

122 

Ashland  Oil  &  Ref. 

1,068 

12 

23 

Standard  Oil  (Ind.) 

3,214 

10 

73 

Connecticut  General 

1,418 

10 

123 

Beatrice  Foods 

1,052 

16 

24 

Kroger 

3.161 

13 

74 

Atlantic  Richfield 

1,414 

11 

124 

Ogden 

1,051 

29 

25 

Radio  Corp.  of  Amer. 

3,106 

3 

75 

Minn.  Mining  &  Mfg. 

1,405 

14 

125 

Anaconda 

1,051 

0 

26 

Aetna  Life  &  Cas. 

2.978 

13 

76 

Republic  Steel 

1,400 

11 

126 

PPG  Industries 

1,044 

11 

27 

General  Tel.  &  Elec. 

2.927 

12 

77 

Sun  Oil 

1,393 

58 

127 

Hartford  Fire  Ins. 

1,042 

11 

28 

Goodyear  Tire  &  Rub. 

2,926 

11 

78 

Bendix 

1,389 

9 

128 

General  Tire 

1,039 

9 

29 

Bethlehem  Steel 

2,863 

10 

79 

FMC 

1,376 

5 

129 

Pan  Am.  World  Airways 

1,036 

9 

30 

Swift 

2.827 

0 

80 

Armco  Steel 

1,375 

21 

130 

Weyerhaeuser 

1,033 

17 

31 

Ling-Temco-Vought 

2.770 

51 

81 

Food  Fair  Stores 

1,372 

6 

131 

Deere 

1,031 

-5 

32 

Travelers 

2,717 

6 

82 

Alcoa 

1,353 

—1 

132 

Lucky  Stores 

1,028 

64 

33 

Union  Carbide 

2,686 

6 

83 

Engelhard  Min.  &  Chem. 

1,334 

27 

133 

Boise  Cascade 

1,026 

34 

34 

General  Dynamics 

2,662 

18 

84 

Signal  Companies 

1,318 

0 

134 

Georgia-Pacific 

1,024 

26 

35 

Eastman  Kodak 

2.644 

11 

85 

Gulf  &  Western  inds. 

1,314 

104 

135 

American  Cyanamid 

1,023 

9 

36 

North  Am.  Rockwell 

2.640 

8 

86 

Transamerica 

1,297 

17 

136 

American  Express 

1,016 

363 

37 

Procter  &  Gamble 

2.543 

4 

87 

Acme  Markets 

1.294 

3 

137 

Genesco 

1,008 

16 

38 

Int.  Harvester 

2,540 

0 

88 

U.  S.  Plywood-Champion 

1,283 

22 

138 

Pacific  Gas  &  Elec. 

1,005 

6 

39 

Marcor 

2,501 

33 

89 

Ralston  Purina 

1,281 

1 

139 

Olin  Mathieson 

1,002 

11 

40 

Kraftco 

2,428 

5 

90 

Honeywell 

1,281 

23 

140 

CBS 

988 

9 

41 

United  Aircraft 

2,408 

9 

91 

Allied  Chemical 

1,278 

3 

141 

Beneficial  Finance 

986 

5 

42 

Continental  Oil 

2,252 

8 

92 

Reynolds,  R.  J.  Tobacco 

1,265 

4 

142 

Southern  Pacific 

983 

8 

43 

Lockheed  Aircraft 

2,217 

—5 

93 

United  Air  Lines 

1,262 

15 

143 

Consolidated  Edison 

982 

6 

44 

Firestone  Tire 

2.131 

14 

94 

Ceianese 

1,256 

13 

144 

Borg-Warner 

975 

2 

45 

Armour 

2,096 

—3 

95 

G  A  C  Corp. 

1,248 

N.A. 

145 

Stevens,  J.  P. 

963 

21 

46 

Tenneco 

2,063 

16 

96 

Jewel  Companies 

1,244 

17 

146 

American  Airlines 

957 

14 

47 

Penn  Central 

2,022 

0 

97 

Consolidated  Foods 

1,217 

12 

147 

Standard  Brands 

953 

9 

48 

Woolworth,  F.  W. 

1,907 

14 

98 

National  Tea 

1,213 

6 

148 

Trans  World  Airlines 

948 

8 

49 

Phillips  Petroleum 

1,876 

6 

99 

Coca-Cola 

1,186 

14 

149 

Avco 

940 

20 

50 

Litton  Industries 

1,855 

19 

100 

Allied  Stores 

1,168 

8 

150 

Grand  Union 

936 

12 

N.A. 

Not   Available. 
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The  500  Biggest  Corporations  By  Revenues 


^ 

%  Gain 

%  Gain 

%  Gain 

Revenues 

Over 

Revenues 

Over 

Revenues 

Over 

Rank 

Company 

($000,000) 

1967 

Ranl( 

Company 

($000,000) 

1967 

Rank 

267 

Company 
Gillette 

($000,000) 
553 

1967 

151 

Spartans  Industries 

930 

—19 

209 

Philip  Morris 

675 

15  ■' 

29 

152 

Carnation 

930 

6 

210 

Texas  Instruments 

671 

18 

268 

Phelps  Dodge 

550 

8 

153 

Rapid-American 

927 

6 

211 

Pullman 

671 

—11 

269 

Quaker  Oats 

547 

—1 

154 

Norton  Simon 

920 

N.A. 

212 

Interco 

669 

25 

270 

Pet 

542 

16 

155 

Mead 

898 

42 

213 

General  Mills 

669 

11 

271 

Dana 

536 

5 

156 

Xerox 

896 

28 

214 

Combustion  Engineer. 

665 

—3 

272 

Iowa  Beef  Packers 

534 

5 

157 

Eaton  Yale  &  Towne 

890 

19 

215 

Colt  Industries 

664 

116 

273 

Western  Bancorp 

531 

17 

158 

Crown  Zellerbach 

865 

10 

216 

Stop  &  Shop 

655 

16 

274 

American  General 

527 

12 

159 

C&O/B&ORR's 

864 

4 

217 

Anheuser-Busch 

653 

18 

275 

Pillsbury 

526 

0 

160 

AMK 

862 

3 

218 

United  Merch.  &  Mfrs. 

652 

7 

276 
277 

Emerson  Electric 
Southern  Railway 

522 
518 

32 

161 

Norfolk  &  Western  Ry. 

859 

45 

219 

Burroughs 

651 

18 

10 

162 

National  Lead 

858 

14 

220 

Lincoln  National 

649 

9 

278 

Whittaker 

517 

130 

163 

White  Motor 

851 

11 

221 

Babcock  &  Wilcox 

648 

4 

279 

Central  Soya 

517 

—11 

164 

Kaiser  Alum.  &  Chem. 

850 

10 

222 

Gimbel  Brothers 

646 

3 

280 

Diamond  Shamrock 

515 

25 

165 

Campbell  Soup 

849 

6 

223 

Dart  Industries 

642 

21 

281 

United  Fruit 

510 

4 

166 

INA 

848 

3 

224 

Ingersolj-Rand 

641 

33 

282 

Ethyl 

509 

9 

167 

PepsiCo 

848 

28 

225 

Interstate  Dept.  Stores 

641 

15 

283 

Clark  Equipment 

507 

4 

168 

Reynolds  Metals 

844 

5 

226 

First  Nat.  Stores 

640 

0 

284 

Consumers  Power 

505 

6 

169 

Bristol-Myers 

827 

13 

227 

Fleming 

637 

20 

285 

Consolidated  Nat.  Gas 

504 

4 

170 

Whirlpool 

826 

7 

228 

Pub.  Serv.  Elec.  &  Gas 

636 

7 

286 

American  Sugar 

503 

5 

171 

Macy,  R.  H. 

825 

9 

229 

Am.  Smelting  &  Ref. 

634 

24 

287 

North  Am.  Philips 

501 

58 

172 

Kaiser  Industries 

823 

4 

230 

Am.  Broadcasting  Cos. 

634 

10 

288 

Int.  Minerals  &  Chem. 

497 

51 

173 

El  Paso  Natural  Gas 

821 

27 

231 

Pennzoil  United 

630 

9 

289 

Sterling  Drug 

491 

9 

174 

Teledyne 

807 

79 

232 

Dresser  Industries 

624 

15 

290 

Zayre 

491 

22 

175 

Halliburton 

805 

12 

233 

Walgreen 

623 

11 

291 

Hess  Oil  &  Chemical 

486 

14 

176 

Marathon  Oil 

797 

15 

234 

Southland  Corp. 

621 

18 

292 

Northrop 

486 

3 

177 

Youngstown  Sheet 

793 

10 

235 

Anderson  Clayton 

616 

15 

293 

American  Natural  Gas 

485 

10 

178 

St.  Regis  Paper 

786 

9 

236 

Squibb  Beech-Nut 

615 

6 

294 

Carrier 

485 

11 

179 

Glen  Alden 

784 

47 

237 

Greyhound 

614 

7 

295 

Wheeling  Pitts.  Steel 

482 

74 

180 

Motorola 

775 

23 

238 

U.  S.  Industries 

602 

113 

296 

Mayer,  Oscar 

482 

20 

181 

Vornado 

772 

7 

239 

Del  Monte 

598 

16 

297 

Otis  Elevator 

481 

1 

182 

National  Biscuit 

770 

1 

240 

Union  Pacific 

595 

4 

298 

Lilly,  Eli 

480 

18 

183 

Allis-Chalmers 

767 

—7 

241 

Southern  Company 

592 

13 

299 

Corning  Glass  Works 

479 

10 

184 

First  Nat.  City  N.  Y. 

761 

20 

242 

Southern  Cal.  Edison 

589 

7 

300 

Stauffer  Chemical 

478 

13 

185 

Chase  Manhattan 

757 

16 

243 

III.  Central  Inds. 

587 

96 

301 

Lear  Siegler 

478 

19 

186 

Santa  Fe  Industries 

757 

10 

244 

Hormel,  Geo.  A. 

586 

7 

302 

Kerr-McGee 

473 

12 

187 

American  Motors 

756 

—3 

245 

Merck 

583 

10 

303 

Budd 

469 

42 

188 

Allied  Supermarkets 

755 

28 

246 

U.  S.  Fidelity 

583 

12 

304 

ARA  Services 

469 

30 

189 

Commonwealth  Edison 

745 

5 

247 

Cook  Coffee 

581 

54 

305 

Diamond  Int. 

467 

15 

190 

Eastern  Air  Lines 

745 

13 

248 

Johnson  &  Johnson 

580 

13 

306 

Kellogg 

467 

4 

191 

SCM 

745 

16 

249 

Broadway-Hale  Stores 

580 

27 

307 

Mfrs.  Hanover  Trust 

454 

22 

192 

Associated  Dry  Goods 

743 

6 

250 

Am.  Machine  &  Foundry 

577 

24 

308 

Sherwin-Williams 

453 

13 

193 

Super  Valu  Stores 

740 

10 

251 

Nat.  Dist.  &  Chem. 

573 

7 

309 

Koppers 

449 

0 

194 

C  1 T  Financial 

737 

12 

252 

Am.  Metal  Climax 

571 

19 

310 

Collins  Radio 

447 

2 

195 

Heinz,  H.J. 

734 

6 

253 

Armstrong  Cork 

570 

24 

311 

Cluett,  Peabody 

446 

57 

196 

Kimberly-Clark 

733 

7 

254 

GAF 

570 

9 

312 

Chemical  New  York 

443 

24 

197 

Pfizer,  Chas. 

726 

14 

255 

Supermarkets  General 

569 

25 

313 

Detroit  Edison 

443 

8 

198 

Kennecott  Copper 

724 

48 

256 

McGraw-Edison 

569 

2 

314 

Dayton  Corp. 

441 

70 

199 

Hercules 

718 

12 

257 

Arden-Mayfair 

568 

1 

315 

Allegheny  Ludlum 

439 

6 

200 

Warner-Lambert 

718 

9 

258 

Time  Inc. 

568 

12 

316 

Liggett  &  Myers 

438 

14 

201 

Standard  Oil  (Ohio) 

716 

15 

259 

Am.  Elec.  Power 

567 

8 

317 

Air  Reduction 

438 

6 

202 

Studebaker-Worthinglon       710 

—7 

260 

Kidde,  Walter 

566 

34 

318 

Seaboard  Coast  Line 

432 

4 

203 

Columbia  Gas  System 

707 

4 

261 

Magnavox 

563 

21 

319 

Delta  Air  Lines 

432 

9 

204 

Zenith  Radio 

705 

8 

262 

Colonial  Stores 

562 

6 

320 

Universal  Oil  Prods. 

431 

52 

205 

Northwest  Industries 

701 

6 

263 

Texas  Eastern  Trans. 

562 

9 

321 

Owens-Corning  Fibergla: 

429 

14    1 

206 

White  Consolidated 

695 

302 

264 

Avon  Products 

559 

18 

322 

Kayser-Roth 

429 

13    1 

207 

Martin  Marietta 

682 

—2 

265 

Pacific  Lighting 

558 

3 

323 

Federal  Nat.  Mort.  Assoc 

.       427 

37 

208 

Scott  Paper 

677 

9 

266 

Johns-Manville 

556 

9 

324 

Kaiser  Steel 

427 

6 

N.A. 

Not  Available. 
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In  the  last  100  years,  we've  watched  our  rivers  and  lakes  die; 

led  by  burgeoning  populations  and  booming  industry.  In  a  world  four-fifths  covered  with  oceans^ 

{in  danger  of  running  out  of  usable  water.  Crane  is  concerned  about  this  30  billion  dollar  problem. 

srn  has  led  to  involvement.  In  the  battle  against  water  pollution,  Crane's  super-efficient  Micro- 

jrs  are  making  tons  of  water  fit  to  drink.  Crane  ion-exchange  technology  now  saves  millions  of 

IS  of  industrial  water  every  hour.  Crane  research,  giving  priority  to  the  water  problem,  is  nearing 

Ithroughs  in  such  areas  as  improved  desalination  and  the  treatment  of  industrial  and  municipal 

jnts.  In  water  treatment  and  pollution  control.  Crane  is  attacking  the  problem  with  our  own  spe- 

Irand  of  creative  know-how.  It's  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 


InTROL/WATER  treatment  aircraft  &  AEROSPACE /COMFORT  &  SANITARY  CONTROL 
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The  500  Biggest  Corporations  By  Revenues 


^ 

%  Gain 

■"■ 

%  Gain 

%  Gain 

1 

Revenues 

Over 

Revenues 

Over     ' 

Revenues 

Over 

Rank 

Company              ($000,000) 

1967 

Rank 

Company              1 

$000,000) 

1967 

Rank 

Company 

($000,000) 

1967 

325 

Essex  International 

426 

20 

384 

Texas  Gas  Trans. 

350 

84 

443 

Central  &  South  West 

293 

10 

326 

Rohm  &  Haas 

423 

13 

385 

Castle  &  Cooke 

349 

N.A. 

444 

Melville  Shoe 

293 

13 

327 

Niagara  Mohawk  Power 

423 

2 

386 

West  Point-Pepperell 

347 

4 

445 

Northern  States  Pwr. 

291 

8 

328 

Brunswick 

422 

11 

387 

Scot  Lad  Foods 

346 

11 

446 

Havatampa  Cigar 

291 

6 

329 

Libbey-Owens-Ford 

420 

64 

388 

Pacific  Car  &  Fdry. 

344 

8 

447 

Wells  Fargo  Bank 

291 

22 

330 

United  States  Gypsum 

420 

13 

389 

Libby,  McNeill  &  Libby 

344 

1 

44« 

USM 

289 

2 

331 

Cerro 

419 

7 

390 

Dl  Giorgio 

344 

13 

449 

Hoover 

287 

7 

332 

Peoples  Gas 

419 

12 

391 

Bankers  Trust  N.Y. 

342 

21 

450 

Mercantile  Stores 

286 

11 

333 

Northwest  Orient  Air. 

416 

8 

392 

Evans  Products 

342 

21 

451 

Interlake  Steel 

286 

11 

334 

Morgan  Guaranty  Tr. 

415 

23 

393 

National  Industries 

341 

245 

452 

Dan  River  Mills 

285 

11 

335 

ELTRA 

415 

2 

394 

Grinnell 

341 

7 

453 

Thriftimart 

284 

9 

336 

Fruehauf 

415 

21 

395 

Malone  &  Hyde 

341 

23 

454 

Bohack,  H.  C. 

283 

36 

337 

Crum  &  Forster 

415 

52 

396 

Revere  Copper 

340 

1 

455 

Smith  Kline  &  French 

283 

9 

338 

Crane 

410 

2 

397 

Sperry  &  Hutchinson 

340 

3 

456 

Purex 

283 

47 

339 

Schlumberger 
Northern  Natural  Gas 

409 

406 

11 

9 

398 

General  Public  Utils. 

340 

9 

457 

Cincinnati  Milling 

281 

3 

340 

399 

Int.  Mining 

339 

—10 

458 

Archer  Daniels  Mid. 

281 

—24 

341 

Philadelphia  Electric 

405 

8 

400 

Lowenstein,  M.  &  Sons 

338 

16 

459 

Staley,  A.  E. 

280 

13 

342 

Pennwalt 

405 

71 

401 

Crown  Cork  &  Seal 

337 

12 

460 

Campbell  Taggart 

280 

4 

343 

Pittston 

402 

4 

402 

Arlan's  Dept.  Stores 

337 

18 

461 

Bell  &  Howell 

280 

7 

344 

Polaroid 

402 

7 

403 

Pan.  Eastern  Pipe  Line 

337 

10 

462 

Outboard  Marine 

280 

20 

345 

Scovill 

396 

13 

404 

Kelsey-Hayes 

335 

15 

463 

Thrifty  Drug  Stores 

280 

10 

346 

Westvaco 

392 

7 

405 

Cudahy 

334 

5 

464 

Porter,  H.  K. 

279 

0 

347 

Albertson's 

391 

21 

406 

Upjohn 

333 

22 

465 

New  England  Electric 

279 

5 

348 

Dillingham 

391 

89 

407 

Sunbeam 

332 

—4 

466 

Harris-lntertype 

278 

11 

349 

Universal  Leal 

389 

6 

408 

Tecumseh  Prods. 

329 

5 

467 

Jefferson  Pilot 

277 

7 

350 

Consol.  Freightways 

388 

24 

409 

Transc.  Gas  Pipe  Line 

329 

13 

468 

ACF  Industries 

276 

—19 

351 

Control  Data 

387 

58 

410 

"Automatic"  Sprinkler 

325 

34 

469 

American  Nat.  Ins. 

275 

6 

352 

Am.  Hospital  Supply 

387 

41 

411 

Florida  Power  &  Light 

325 

14 

470 

Baltimore  Gas  &  Elec. 

275 

6 

353 

Union  Camp 

383 

20 

412 

Norton 

324 

6 

471 

Great  Northern  Ry. 

275 

2 

354 

Addressograph  Multi. 

379 

5 

413 

Midland-Ross 

324 

—3 

472 

Chi.  Mil.  St.  P.  &  Pac. 

274 

5 

355 

Leasco  Data  Processing 

377 

2518 

414 

Canteen 

322 

—5 

473 

Norris  Industries 

274 

44 

356 

Admiral 

377 

—1 

415 

Fluor 

319 

—15 

474 

Donnelley,  R.  R.  &  Sons 

273 

4 

357 

Newberry,  J.  J. 

376 

4 

416 

Contl.  III.  Nat.  Bk.  Chi. 

319 

19 

475 

Fir.  Nat.  Bnk.  Chicago 

272 

16 

358 

Wickes 

376 

32 

417 

Potlatch  Forests 

318 

21 

476 

Shoe  Corp.  of  America 

271 

3 

359 

Borman  Food  Stores 

376 

20 

418 

Inmont 

317 

9 

477 

Crocker-Cit  Nat.  S.  F. 

269 

15 

360 

Brown  Shoe 

375 

15 

419 

National  Gypsum 

317 

25 

478 

Hewlett-Packard 

269 

11 

361 

Foster  Wheeler 

374 

—9 

420 

Revlon 

317 

12 

479 

Crowell  Collier  &  Macm.      266 

48 

362 

Smith,  A.  0. 

373 

13 

421 

Ward  Foods 

316 

14 

480 

Sybron 

265 

N.A. 

363 

City  Stores 

372 

5 

422 

Flintkote 

313 

6 

481 

Cessna  Aircraft 

264 

24 

364 

Hygrade  Food  Prods. 

371 

7 

423 

Duke  Power 

312 

10 

482 

Hammermill  Paper 

262 

0 

365 

Middle  South  Utilities 

370 

12 

424 

American  Bakeries 

310 

4 

483 

Rohr 

262 

5 

366 

Ex-Cell-0 

370 

41 

425 

Giant  Food 

310 

20 

484 

Cone  Mills 

262 

0 

367 

Indian  Head 

370 

28 

426 

Texas  Gulf  Sulphur 

310 

22 

485 

National  Can 

262 

43 

368 

McGraw-Hill 

368 

12 

B427 

Fisher  Foods 

310 

105 

486 

Union  Electric 

261 

9 

369 

Cummins  Engine 

366 

20 

428 

Provident  Life  &  Ace. 

310 

13 

487 

Long  Island  Lighting 

261 

9 

370 

Texas  Utilities 

366 

8 

429 

Hart  Schaffner  &  Mam 

308 

40 

488 

Safeco 

260 

10 

371 

St.  Paul  Companies 

363 

6 

430 

Cannon  Mills 

308 

7 

489 

Harsco 

260 

26 

372 

Western  Union 

360 

7 

431 

United  Utilities 

307 

18 

490 

Pabst  Brewing 

260 

12 

373 

Marshall  Field 

360 

4 

432 

Schenley  Industries 

304 

14 

491 

Alexander's 

259 

19 

374 

Case,  J.  1. 

358 

4 

433 

Louisville  &  Uash.  RR. 

302 

6 

492 

Great  Western  United 

259 

N.A. 

375 

Schlitz,  Jos.  Brewing 

357 

18 

434 

Richardson-Merrell 

301 

12 

493 

Reliance  Electric 

259 

50 

376 

U.  S.  Freight 

357 

6 

435 

Sundstrand 

300 

40 

494 

Southern  Natural  Gas 

259 

14 

377 

Murphy,  G.  C. 

356 

7 

436 

Bemis 

300 

17 

495 

Dun  &  Bradstreet 

258 

9 

378 

Sec.  Pac.  Nat.  Bank  Cal. 

355 

19 

437 

Gen.  American  Trans. 

299 

—17 

496 

Fairmont  Foods 

257 

7 

379 

Pueblo  Supermarkets 

354 

175 

438 

Virginia  Electric 

298 

10 

497 

Chubb 

257 

15 

380 

General  Cable 

353 

—5 

N 

1439 

Hershey  Foods 

296 

20 

498 

Amerada  Petroleum 

256 

17 

381 

Timken  Roll.  Bearing 

351 

—1 

U40 
3  441 

Marine  Midland  Banks 

295 

19 

499 

Super  Food  Services 

256 

8 

382 

Abbott  Laboratories 

351 

16 

Jim  Walter 

295 

77 

500 

Carborundum 

255 

7 

383 

Times-Mirror 

350 

18 

1) 

^  442    Northeast  Utilities 

295 

7 

N  A. 

Not  Available 

^^^ 
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By  1973, 

sales  of  mobile  homes 

should  be  double  the  level 

of  1968: 

Now  you  know  \^y 
USI  makes  mobile  homes. 


As  the  need  for  low-cost  housing  grows,  so 
grows  the  market  for  mobile  homes. 

Growing,  too,  isthe entire buildingand 
construction  market. 

That's  why  USI  isthere. 

USI  isthere  with  construction  materials- 
lumber,  structural  steel,  pre-stressed  concrete 
—and  with  construction  equipment. 

USI  isthere  with  building  components- 


electrical  wire  and  cable,  door  and  window 
units,  lighting  systems. 

USI  is  there  with  the  necessary  financing. 

And  USI  isthere  with  furnishings— office 
furniture,  school  furniture,  home  furniture, 
and  home  entertainment  equipment. 

These  products  are  a  part  of  the  six  market 
groups  at  USI  tuned  in  to  growth. 

Where  there's  growth,  there's  USI. 


&£sl  US.  Industries,  Inc. 

For  an  appra'sal  of  the  potential  in  the  building  and  construction  market,  write  us  at  250  Park  Avenue,  New  York,  N.Y.  10017 


'From  a  study  by  Lionel  D.  Edie  &  Company,  Inc. 


This  man  helped  shrink  the  cost 
of  data  processing  by  shrinking 
the  size  of  computer  circuits. 


When  electrical  engineer  Bob  Henle  joined  IBM  17  years  ago,  the  cost 
of  performing  100,000  calculations  on  a  computer  was  several  dollars. 
Today  100,000  computations  cost  only  pennies. 

What  caused  the  dramatic  reduction  in  cost?  It's  due,  in  part,  to  the 
work  of  Bob  Henle  and  his  associates  in  microcircuitry. 

Says  Henle,  "The  smaller  we  can  make  the  circuits,  the  faster  a  com- 
puter can  work  because  the  electronic  pulses  have  a  shorter  distance 
o  travel.  As  the  speed  goes  up,  the  processing  costs  come  down. 

"In  less  than  twenty  years,  competitive  research  in  the  industry  has 

miniaturized  circuitry  so  drastically  that  now  a  chip  containing 

72  circuits  is  dwarfed  in  the  loop  of  a  paper  clip.  And 

the  largest  computers  can  perform  one  function  in 

five  billionths  of  a  second." 


From  a  beginning  less  than  two  dec- 
ades ago,  computer  technology  has 
made  remarkable  progress.  Bob 
Henle  is  one  of  many  men  and 
♦  women  in  the  industry  who  con- 
stantly search  for  new  ways  to 
reduce  the  cost  of  data  proc- 
essing even  more. 


IBM 

® 
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Teach  your  computer  to  draw 


CONTOUR  MAPS 


with  a 
CalComp  Plotter 


With  a  CalComp  Plotter  and  CalComp  Software, 
your  computer  can  draw. 
Anything. 

Accurately,  efficiently,  economically,  automatically. 
'  aiComp  offers  13  digital  plotters.  Drum,  Flatbed 


and  Microfilm.  Plus  a  complete  range  of  on-line/off- 
line plotter  controllers.  Also  the  functional  and  appli- 
cation software  required. 

For  more  information  ^^^^^(J^^ 
call  or  write  Dept.  S5.        leader  in  computer  graphics 


California  Computer  Products,  Inc.,  305  Muller  Street,  Anaheim,  California  92803  Plione  (714)  774-9141 
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The  1969  Haraiop  Sedan  deVille.  Cadillac  Motor  Car  Division. 


If  you  compare  cars  as  you  compare  your  other  investments, 

you'll  see  why  Cadillac  is  the  blue  chip  of  motoring.  It  is  the  one  luxury  car 

that  holds  its  value  so  well  that  it  can  hardly  be  termed  a  luxury 


STANinARn  OF  THF  WORI  D 


riowalSyearol 
a  very  peculia 


I 


oygotustobuild 
ubmarine. 

In  1963,  a  Turkish  sponge  fisherman,  working  the  reef-strewn  waters 
of  the  Aegean,  hauled  up  this  statue  of  a  13  year  old  boy.  Archeolo- 
gists  from  the  University  of  Pennsylvania  realized  this  was  part  of  the 
cargo  of  a  ship,  sunk  over  2,000  years  before. 

They  commissioned  General  Dynamics  to  design  and  build  a  sub- 
marine to  help  find  and  photograph  the  wreck.  Thus  Asherah  was  born. 
This  two-man  sub  only  makes  2K2  knots.  But  it  can  carry  detection  gear, 
closed-circuit  television  and  stereoscopic  cameras.  In  a  half  hour  it  can 
take  all  the  photography  a  dozen  divers  could  take  in  a  month. 

In  1967,  she  was  shipped  to  the  Aegean.  Following  a  sonar  clue,  her 
crew  took  her  down.  At  285  feet  a  shout  came  up  by  underwater  phone. 
"It's  the  wreck!"  They  had  found  the  ship  sunk  centuries  ago. 

Asherah  is  one  of  a  growing  fleet  of  research  and  work  submarines 
built  by  General  Dynamics.  Capable  of  descending  thousands  of  feet, 
they  are  accomplishing  missions  for  offshore  oil  drillers,  studying  fish 
habitats,  inspecting  underwater  cables,  and  performing  many  other 
valuable  undersea  tasks.  They  are  the  natural  offspring  of  our  exper- 
ience in  building  submarines  for  the  Navy,  from  the  first  operational 

submarine  in  1900  to  the  nuclear- powered  deep 

diving  submarines  of  today. 

It's  just  one  example  of  what  technology  can 

accomplish  when  it's  handed  a  problem. 

At  General  Dynamics,  we  put  technology  to 

work  solving  problems  from  the  bottom  of  the 

sea  to  outer  space... and  a  good  bit  in  between. 


GENERAL  DYNAMICS 


statue:  Bodrum  Archeological  Museum,  Bodrum,  Turkey. 


L-  Market  Value 


Shifting  almost  daily,  reflecting  fads  and  fancies,  whims  and  worries,  and 
even— some  say—sunspots,  stock  market  value  is  the  despair  of  many  man- 
agements, the  delight  of  others.  It  is,  however,  important  to  all  of  them  today. 
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:oPLE  don't  hoard  mone\'  an\more. 
ie>  invest  it.  Stocks  are  a  natural. 
m  can  buy  them  in  big  amounts  or 
small.  You  can  sell  them  fast  or  bu\ 
em  fast.  They  are  good  protection 
linst  inflation.  Not  surprisingly,  tens 
billions  of  dollars  in  new  mone> 
i\  e  poured  into  the  stock  market  over 
ent  years.  Not  surprising!) ,  this  in- 
)f  mone\  has  pushed  up  stock 
V  To  be  among  the  top  100  in 
1961  look  $659  miUion  in  mar- 
alue;  today  it  takes  SI. 2  billion. 
hat  is  surprising,  ho\ve\er,  is  how 
ie\enly,  almost  erratically,  investor 
oney  has  floured.  Forbes  defines 
arket  \alue  as  the  price  per  share 
ultiplied  b>  common  shares  out- 
anding.  Man\  of  the  big  companies 
d  market  \alues  at  the  end  of  1968 
ose  to  their  1961  totals. 

Today's  Favorites 

The  flow  and  counterflow  of  inves- 
r  money,  channjled  this  way  and 
lat  by  fads  and  b\  sentiment,  b\ 
)pes  and  b\  fears,  produces  some 
range  contrasts.  A  few  examples: 
rocter  &  Gamble  and  Avon  Products 
ake  and  sell  similar  things — dispos- 
)le  branded   goods.   P&C  has  assets 

S1.6  billion,  sales  of  S2.5  billion; 
von  has  a.ssets  of  only  $.313  million, 
les  of  S559  million.  Avon  is  about 
le-fifth  the  size  of  P&G.  Yet  in  mar- 
't  \alue  the  two  are  virtually  neck- 
id-neck  at  S3. 6  billion  each. 

Or  take  General  Electric.  It  opera- 
tes on  some  of  the  farthest  fringes  of 

S.  technology  and  its  products  are 
asic  to  the  entire  economv.  Its  sales 
)tal  more  than  $8  billion.  Xerox 
orp.,  by  contrast,  has  a  narrow 
roduct  line  and  sales  of  onh'  S896 
lillion.  Yet  among  the  Forbes  500 
n  market  \alue,  onl\-  one  space  sepa- 
ites  GE  from  Xerox:  GE  ranks  No. 
ine  with  SB. 6  billion;  Xerox  ranks 
o.  Eleven  with  S6  billion  on  the  list, 
ietween  Xerox  and  GE  stands  du 
ont,  another  compan\  that  combines 
igh  technology  with  basic  products, 
uch  are  the  wa\  s  of  the  stock  market 
lat  Xerox'  hopes  are  worth  nearly  as 
luch  as  GE's  and  du  Pout's  facts. 

Converseh ,  the  market  downgrades 
le  value  of  income  from  basic  com- 
lodity-type  industries,  such  as  steel, 
onferrous  metals,  chemicals  and  cap- 
al  goods.  Such  companies  almost  al- 
ays  rank  higher  on  the  net  income 
ist  than  they  do  on  the  market  value 
ist.  With  S13  million  in  net  income, 


machinery  maker  Cummins  Engine 
doesn't  even  make  the  Hst,  while  Ray- 
chem,  with  earnings  of  only  $3  mil- 
lion, is  in  the  450th  position. 

Because  the  market  strives  for  per- 
formance, its  judgment  is  always  ex- 
aggerated. U.S.  Steel  ranked  8th  in 
maK.et  value  in  1961  with  S4.8  bil- 
lion. Toda>-  it  ranks  38th  with  $2.3 
billion.  Its  value  has  been  cut  nearly 
in  half,  not  because  its  assets  are 
worth  less,  but  because  its  perform- 
ance has  lagged.  Brunswick  ranked 
44th  on  the  1961  list  with  a  market 
value  of  Sl.l  billion.  Today  it  ranks 
437th  with  market  value  of  $337  mil- 
lion, as  earnings  from  bowling  opera- 
tions ha\e  fallen  off  sharply. 

International  events  and  the  econ- 
omy are  forever  changing,  and  the 
market's  reaction  tends  to  be  sharp 
and  extreme.  Tight  money,  which  will 
one  day  be  gone,  has  forced  down  the 
prices  of  utility  stocks,  which  sell  on 
\ield.  Thus  AT&T,  which  was  No. 
One  in  1967,  is  now  No.  Two  with 
a  market  value  of  $29  billion. 


Many  conglomerates,  such  as  LTV 
and  AMK,  do  not  make  the  market 
value  list.  They  got  big  by  acquiring 
larger  companies  with  convertible 
debt  or  preferred  stock;  thus  most  of 
the  capitalization  is  in  debt  or  pre- 
ferred, not  in  common  stock. 

This  year  there  are  about  40  com- 
panies whose  market  values  so  ex- 
ceed their  earnings  and  assets  that 
they  are  on  the  market  value  list, 
but  on  none  of  the  other  lists.  The 
market  says  their  products  are  unique 
and  their  growth  potentials  are  so  good 
that  they  deserve  a  top  earnings  mul- 
tiple. Comsat,  Tampax,  Walt  Disney, 
New  York  Times,  Mattel,  Simplicity 
Pattern  all  fall  within  this  mold,  as 
does  Recognition  Equipment,  which 
has  never  made  a  dollar  of  profit  and 
has  revenues  of  only  S14  million. 

Does  market  value  really  matter  if 
management  otherwise  is  doing  a 
solid  job?  Rightly  or  wrongly,  it  does. 
Besides  making  slock  options  less  at- 
tractive, a  company  with  a  low  mar- 
ket  value   is   in   danger   of   takeover. 
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THE  DELICATE  BALANCE 
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When  the  Wall  Street  journal  did 
a  story  about  Time  Inc.'s  recent 
troubles,  it  cost  that  company's 
shareholders  $54  million  in  market 
value  in  one  day  simply  because 
the  buyers  and  sellers  valued  the 
slock  at  7J2  points  less  f'om  one 
day  to  the  next.  How  many  buyers 
and  sellers?  Of  more  than  7.2  mil- 
lion shares  outstanding,  only  10,900 
change^!  hands  to  send  Time  stock 
plunging.  Such  are  the  ways  of  the 
slock  market. 

Here  are  ten  of  the  largest  com- 
panies that  have  dropped  in  market 
value  305?  or  more  between  the  end 
of  1968  and  the  middle  of  April. 
Many  of  these  were  conglomerates. 
Had  these  companies  suffered  such 
serious  setbacks  during  this  period? 

Company 

Avnet 

Becton-DJckinson 
Genesco 
Gulf  &  Western 
Northv/est  Ind. 
Pennwalt  Chemical 
United  Fruit 
University  Computing 
Walter  Kidde 
World  Airways 


Not  in  their  basic  busincs.ses.  But 
changes  had  taken  place  in  the  del- 
icate balance  of  hopes  and  fears  by 
which  stock  values  are  set;  the 
hopes  had  receded,  the  fears  had 
become  more  prominent. 

In  few  cases  was  there  a  major 
change  in  earnings,  management  or 
assets.  The  real  change  had  been 
in  the  way  investors  weighed  re- 
spectively the  favorable  and  mi- 
favorable  factors. 

There  are  few  figures  more 
significant  for  management  than 
the  market  value  of  its  company's 
stock.  By  the  same  token,  there  are 
few  figures  that  are  more  ephem- 
eral, more  shifting,  more  depend- 
ent on  matters  that  are  frequently 
outside  of  management's  control. 


Change 

-360/0 

—30 

—30 

—37 

—34 

—32 

—33 

—37 

—35 

—33 


, stock 

12/31/68 

Price , 

4/14/69 

33 

211/8 

67 

463/4 

54 

373/4 

49% 

3IV4 

1281/2 

85 

65% 

45 

831/2 

56 

155 

97 

661/4 

431/4 

30 

201/8 

.J 
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Logic?  The  stock  mar- 
Ice/  is  paying  31  iimes 
earnings  for  Kodak's 
technology  (below, 
right),  but  only  27  times 
for  du  Font's  (right). 
Procter  &  Gamble,  with 
strong  products  such  as 
Tide  and  Ivory  (left), 
rates  a  mere  18  times 
earnings  while  Avon's 
cosmetics  and  colognes 
(below,  left)  enable  its 
stock  to  sell  at  51  times 
earnings.  Is  this  logical? 
Hardly.  Still,  no  man' 
agement  can  afford  to 
ignore    its    judgment. 


Consider  the  plight  of  Collins  had 
in  a  glamour  industry,  big  in  sa 
($447  million),  but  with  an  erra 
earnings  record.  It  has  $1.3  million 
earnings,  yet  Collins  Radio  does  r 
make  the  market  value  list.  Dal 
neighbor  Electronic  Data  Systen 
only  a  fraction  as  big,  ranks  325th 
the  market  value  hst  and  so  coi 
make  a  tender  offer  for  Collins. 

Each  May  since  1961  Forbes  Y 
been  measuring  the  top  100  in  a  f( 
ture  called  The  Cold  Judgment 
the  Market  Place.  Forty-one  of  t 
companies  on  the  original  1961  list  i 
not  in  the  top  100  today. 

In  a  fickle  market,  preferences  c 
change  overnight.  Last  year  paper  ai 
forest  products  were  back  in  vogu 
U.S.  Plywood-Champion  Papers,  We 
erhaeuser  and  Boise  Cascade  all  i 
creased  their  market  values  by  mc 
than    100%. 

Conversely,  despite  improved  pn 
its,  American  Tobacco  and  R.J.  Re> 
olds  have  lower  market  values  th 
they  had  eight  years  ago. 

No  one  can  say  these  market  val 
ations  make  much  sense,  but  that 
no  way  diminishes  their  importance, 
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Mchelin  invented  the  dual 
^uck  tire  for  heavier  loads. 
[>day,the  Michelin  X®Radial 
II  type  is  specially  designed 
F)r  trucks  and  buses! 

L  ial  one-ply,  steel-cord  carcass.  Important  fuel  economy  (savings 
II 0  14%  )  '^.  High  level  of  safety  ( up  to  80%  fewer  punctures)  *. 
>(  tive  grip  and  full  traction  in  all  weather.  Shock-absorbing  abili- 
M  i  for  driver,  goods  and  vehicle) .  Long  tread  life — tubed  or  tubeless. 
Cnpared  to  standard  conventionals. 


'84-USA 
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Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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The  Dimensions  of  American  Business 
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The  500  Biggest  Corporations 

i^>  "...  ..:--:_■->.. 

By  Market  Value 

lllTSiW 

Market 

%  Gain 

Value 

Over 

Rank 

Company 

($000,000) 

1967 

1 

Int.  Business  Mach. 

35,585 

1 

2 

American  Tel.  &  Tel. 

29,111 

7 

3 

General  Motors 

22,614 

—4 

4 

Standard  Oil  (N.  J.) 

16,910 

16 

5 

Eastman  Kodak 

11,833 

—2 

6 

Texaco 

11,340 

1 

7 

Sears,  Roebuck 

9,551 

9 

8 

Gulf  Oil 

8,953 

13 

9 

General  Electric 

8,605 

—2 

10 

Du  Pont,  E.  1. 

7,639 

4 

11  Xerox  6,001  —10 

12  Mobil  Oil  5,949  38 

13  Standard  Oil  (Calif.)  5,827  15 

14  Ford  Motor  5,804  — 1 

15  Minn.  Mining  &  Mfg.  5,678  12 


16 
17 
18 
19 

20 


Shell  Oil 

Standard  Oil  (Ind.) 
General  Tel.  &  Elec. 
Coca-Cola 
Atlantic  Richfield 


4,759 
4,349 
4,198 
4,103 
3,875 


18 
13 

— 1 

8 

220 


21  Polaroid  3,714  —6 

22  Procter  &  Gamble  3,669  —6 

23  Avon  Products  3,650  —11 

24  International  Tel.  3,440  —41 

25  Merck  3,212  7 

26  Radio  Corp.  of  Amer.  2,904  —13 

27  Am.  Home  Products  2,885  4 

28  Phillips  Petroleum  2,776  19 

29  Union  Carbide  2,736  —8 

30  Chrysler  2,631  1 

31  Westinghouse  Elec  2,628  —1 

32  Lilly,  Eli  2,574  49 

33  Weyerhaeuser  2,551  116 

34  Bank  of  America  2,536  47 

35  Caterpillar  Tractor  2,480  1 

36  Penny,  J.  C.  2,407  47 

37  Dow  Chemical  2,358  —10 

38  United  States  Steel  2,321  5 

39  Cities  Service  2,321  67 

40  Occidental  Petroleum  2,274  40 

41  Pacific  Gas  &  Elec.  2,239  7 

42  Transamerica  2,225  77 
13  Continental  Oil  2,050  9 

44  Commonwealth  Edison  2,043  4 

45  General  Foods  2,028  16 

46  Goodyear  Tire  &  Rub.  2,018  3 

47  Sun  Oil  2,008  25 

48  Georgia-Pacific  2,001  80 

49  First  Nat.  City  N.  Y.  1,990  37 

50  Burroughs  1,986  31 


Market 

%  Gain 

Value 

Over 

Rank 

Company 

($000,000) 

1967 

51 

Corning  Glass  Works 

1,981 

—17 

52 

Johnson  &  Johnson 

1,937 

17 

53 

Bristol-Myers 

1.902 

—7 

54 

Reynolds,  R.  J.  Tobacco 

1,900 

5 

55 

Monsanto 

1,840 

18 

56 

Litton  Industries 

1,810 

—22 

57 

Getty  Oil 

1,795 

—9 

58 

Am.  Elec.  Power 

1,791 

4 

59 

Union  Oil  of  Calif. 

1,768 

13 

60 

Warner-Lambert 

1,763 

35 

61 

Firestone  Tire 

1,733 

8 

62 

Sinclair  Oil 

1,715 

82 

63 

Tenneco 

1,710 

21 

64 

Chase  Manhattan 

1,697 

31 

65 

Honeywell 

1,695 

7 

66 

Kennecott  Copper 

1,662 

8 

67 

International  Paper 

1,642 

23 

68 

Marathon  Oil 

1,607 

33 

69 

Pfizer,  Chas. 

1,577 

3 

70 

Sperry  Rand 

1,572 

—21 

71 

Alcoa 

1,569 

—9 

72 

Federated  Dept.  Stores 

1,532 

—6 

73 

Penn  Central 

1,526 

7 

74 

Gillette 

1,508 

—16 

75 

Anheuser-Busch 

1,457 

58 

76 

Amerada  Petroleum 

1,447 

40 

77 

American  Cyanamid 

1,421 

14 

78 

Anaconda 

1,412 

36 

79 

Southern  Cal.  Edison 

1,408 

2 

80 

Texas  Utilities 

1,403 

—5 

81 

Southern  Company 

1,395 

0 

82 

Bethlehem  Steel 

1,380 

—8 

83 

Sterling  Drug 

1,369 

8 

84 

CBS 

1.364 

6 

85 

Kresge,  S.  S. 

1,359 

36 

86 

McDonnell  Douglas 

1,351 

—8 

87 

Travelers 

1,350 

26 

88 

Am.  Smelting  &  Ref. 

1,310 

65 

89 

Continental  Can 

1,295 

40 

90 

Aetna  Life  &  Gas. 

1,293 

21 

91 

Control  Data 

1,291 

22 

92 

Continental  Corp. 

1,261 

42 

93 

Combined  Insurance 

1,256 

58 

94 

Louisiana  Land 

1,255 

15 

95 

Consolidated  Edison 

1,240 

6 

96 

Teledyne 

1.239 

5 

97 

Boeing 

1,231 

—37 

98 

Textron 

1,214 

—11 

99 

Kraftco 

1,208 

18 

100 

Southern  Pacific 

1,198 

49 

Rank         Company 


Market 

Value 

($000,000) 


101  Hartford  Fire  Ins.  1,197  143 

102  Nat.  Cash  Register  1,185  0 

103  Morgan  Guaranty  Tr.  1,184  41 

104  FMC  1,180  6 

105  Union  Pacific  1,178  38 


106  Owens-Illinois  1,166  37 

107  Burlington  Inds.  1,133  15 

108  Texas  Instruments  1,132  —4 

109  PepsiCo  1,126  34 

110  Texas  Gulf  Sulphur  1,120  —20 


111  Boise  Cascade  1,115  141 

112  INA  1,114  68 

113  Singer  1,110  51 

114  American  Express  1,100  45 

115  Pub.  Serv.  Elec.  &  Gas  1,089  7 

116  TRW  im  ^ 

117  Am.  Hospital  Supply  1,065  28 

118  Campbell  Soup  1,062  12 

119  Hercules  1,061  19 

120  Zenith  Radio  1.055  —2 

121  Hewlett-Packard  1,054  18 

122  Scott  Paper  1.048  14 

123  Phelps  Dodge  1,044  44 

124  Int.  Harvester  1,043  5 

125  Connecticut  General  1,037  34 

126  Consumers  Power  1.027  5 

127  American  Tobacco  1,025  14 

128  Schlumberger  1,021  87 

129  Norfolk  &  Western  Ry.  1,013  24 

130  North  Am.  Rockwell  1,010  7 

131  Allied  Chemical  1,010  —10 

132  Emerson  Electric  1,008  12 

133  American  Can  1,007  11 

134  Olin  Mathieson  991  —12 

135  Armstrong  Cork  987  67 


136  Consolidated  Foods  985  65 

137  Grace,  W.R.  983  28 

138  U.  S.  Plywood-Champion  975  109 

139  Corn  Products  968  8 

140  Chemical  New  York 967 45 

141  Borden  965  —2 

142  Virginia  Electric  959  — * 

143  Standard  Oil  (Ohio)  945  10 

144  Woolworth,  F.  W.  944  29 

145  Celanese  942 11 

146  Florida  Power  &  Light  937  — H 

147  Central  &  South  West  928  -€ 

148  Abbott  Laboratories  926  47 

149  Pennzoil  United  925  NJ\ 

150  Mfrs.  Hanover  Trust  924  4S 


N.A.  Not  Available. 
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WeVe  in  the  business  of  extending  man's  senses. 


Watch  inbound  traffic  from  outer  space. 

Scan  the  ocean  bottom  for  an  exact  tix. 

Tune  in  the  fleet  with  two  million  watts  of  power. 

Control  joint  forces  from  an  electronic  command  post 
:i  1.000  feet  above  the  action. 

Whatever  the  mission,  no  matter  how  impossible,  how 
■'ig.  or  how  soon  it's  needed.  LTV  Electrosystems  produces. 

We  can  turn  a  concept  into  sophisticated  hardware  faster, 
-iciier.  at  lower  cost  than  just  about  anyone.  Our  capabil- 
i\  ranges  from  re-entry  physics  installations  and  global 
ommunications  nets  to  high-reliability  components. 

Our  progress  since    1957  — the  year  we  entered  the 


L,-r\j^ 


electronics  systems  field  — is  a  matter  of  record.  In 
1958.  we  reported  annual  sales  of  $12.7  million.  We 
emplo)ed  about  800  people  under  one  roof.  By  contrast, 
1968  sales  surpassed  $208  million,  we  have  over  11,000 
employees  and  operate  15  production  facilities  in  seven 
states. 

Ours  is  the  story  of  new  directions  in  electronics.  We'd 
like  you  to  read  it.  For  a  copy  of  our  annual  report,  write 
Mr.  C.  L.  Taylor,  Vice  President,  Secretary  and  Trea.mrer. 
For  employment  opportunities  write:  Bill  Hickev,  Super- 
visor of  Professional  Placement.  An  equal  opportunity 
employer. 


/=?cr>.    ^O^     (SOCIO      OAL^I^Ai^     l-ETXA^S     7S.S.S".S 

A  quality  company  of  Ling-Temco-Vought,  Inc.  LJir'\^ 


The  500  Biggest  Corporations  By  Market  Value 


Rank        Company 


Market 

Value 

($000,000) 


176  Upjohn 

177  Superior  Oil 

178  Deere 

179  Motorola 

180  Republic  Steel 


818 
816 
814 
810 
808 


%  Gain 
Over 
1967 


151  Magnavox  923  51 

152  Columbia  Gas  System  920  19 

153  Household  Finance  906  42 

154  Philadelphia  Electric  904  5 

155  University  Computing  899  720 

156  Kerr-McGee  897  —2 

157  Western  Bancorp  889  49 

158  Duke  Power  886  4 

159  Houston  Lt.  &  Power  883  —5 

160  Great  Atl.  &  Pac.  Tea  881  26 

161  National  Lead  879  11 

162  Crown  Zellerbach  871  24 

163  Ashland  Oil  &  Ref.  871  34 

164  McGraw-Hill  859  —11 

165  CITFinancial  857  37 

166  Middle  South  Utilities  853  —6 

167  Dow  Jones  845  41 

168  United  Utilities  845  14 

169  Squibb  Beech-Nut  845  3 

170  Armco  Steel  839  16 

171  Engelhard  Min.  &  Chem.  825  38 

172  PPG  Industries  824  25 

173  Ingersoll-Rand  820  37 

174  Detroit  Edison  819  8 

175  General  Public  Utilities  818  20 


15 

34 
3 

13 
17 


181  Pan  Am.  World  Airways  808  —17 

182  Santa  Fe  Industries  807  16 

183  Am.  Metal  Climax  804  8 

184  United  Aircraft  794  —19 

185  United  Air  Lines  792  —35 

186  Bankers  Trust  N.  Y.  792  43 

187  Ralston  Purina  791  14 

188  Northwest  Orient  Air.  787  —1 

189  Cont'llM.  Nat.  Bk.  Chi.  785  47 

190  Carnation  777  23 

191  Sec.  Pac.  Nat.  Bank  Cal.        775  69 

192  Uniroyal  768  25 

193  National  Steel  765  5 

194  Greyhound  764  9 

195  Beatrice  Foods  760  39 

196  Lincoln  National  760  26 

197  Ohio  Edison  751  16 

198  NLT  749  N.A. 

199  Gulf  &  Western  Inds.  748  12 

200  Kellogg  746  —2 

201  Smith  Kline  &  French  744  2 

202  Kimberly-Clark  742  27 

203  Johns-Manville  736  62 

204  Colgate-Palmolive  726  11 

205  Newmont  Mining  724  17 

206  Time  Inc.  720  5 

207  Becton  Dickinson  719  13 

208  Raytheon  716  —4 


Market 

%  Gain 

Value 

Ovef 

Rank 

Company 

($000,000) 

1967 

209 

Delta  Air  Lines 

715 

10 

210 

Philip  Morris 

710 

46 

211 

American  Airlines 

708 

4 

212 

Safeway  Stores 

707 

14 

213 

Goodrich,  B.  F. 

700 

5 

214 

Inland  Steel 

698 

13 

215 

Loews  Theatres 

697 

160 

216 

Reynolds  Metals 

696 

—17 

217 

Signal  Companies 

690 

49 

218 

National  Biscuit 

689 

17 

219 

Holiday  Inns  of  Amer. 

688 

62 

220 

Freeport  Sulphur 

683 

—39 

221 

Whirlpool 

680 

14 

222 

American  Natural  Gas 

675 

20 

223 

Kaiser  Alum.  &  Chem. 

675 

—20 

224 

El  Paso  Natural  Gas 

675 

25 

225 

Borg-Warner 

675 

20 

226 

United  States  Gypsum 

674 

26 

227 

United  Fruit 

673 

42 

228 

Northeast  Utilities 

668 

18 

229 

Texas  Eastern  Trans. 

667 

53 

230 

Fir.  Nat.  Bnk.  Chicago 

666 

40 

231 

Eaton  Yale  &  Towne 

662 

35 

232 

Marcor 

662 

113 

233 

Dart  Industries 

659 

32 

234 

Schering 

650 

16 

235 

Rohm  &  Haas 

648 

21 

236 

Niagara  Mohawk  Power 

645 

13 

237 

Associated  Dry  Goods 

640 

12 

238 

Revlon 

638 

4 

239 

C  &  0/B  &  0  PR's 

634 

17 

240 

Libbey-Owens-Ford 

631 

25 

241 

Peoples  Gas 

630 

16 

242 

CNA  Financial 

628 

N.A. 

243 

Hess  Oil  &  Chemical 

627 

85 

244 

Standard  Brands 

626 

33 

245 

General  Tire 

604 

26 

246 

May  Dept.  Stores 

604 

1 

247 

Franklin  Life 

601 

21 

248 

Bendix 

599 

—9 

249 

U.  S.  Fidelity 

599 

42 

250 

Carrier 

598 

40 

251 

Mellon  Nat.  Bnk.  Pitt. 

596 

35 

252 

Union  Electric 

591 

11 

253 

Con.  ^'atural  Gas 

591 

13 

254 

Grant,  W.T. 

591 

33 

255 

Scientific  Data  Sys. 

585 

10 

256 

Contl.  Telephone 

584 

1 

257 

Nat.  Dist.  &  Chem. 

581 

15 

258 

Gulf  States  Utils. 

579 

9 

259 

St.  Regis  Paper 

575 

40 

260 

General  Mills 

573 

9 

261 

Addressograph  Multi. 

573 

—10 

262 

Naico  Chemical 

571 

28 

263 

Owens-Corning  FibergI 

as       571 

28 

264  Cleveland  Elec.  Ilium.  567  17 

265  Richardson-Merrell  566  11 

266  Int.  Flavors  &  Frag.  561  —15 


Rank        Company 


Market 

Value 

($000,000) 


272  Beneficial  Finance  550 

273  Northern  Natural  Gas  549 

274  Avco  549 

275  Lubrizol  548 

276  Utah  Construct.  &  Min.  542 


317  Marsh  &  McLennan  476 

318  Norton  Simon  475 

319  General  Cable  475 

320  Pennwalt  474 

321  Transc.  Gas  Pipe  472 

322  Pabst  Brewing  469 

323  Marine  Midland  Banks  469 

324  Allegheny  Power  468 


%  Gain 
Over 
1967 


267  No.  Ind.  Public  Serv.  561  3 

268  Martin  Marietta  554  42 

269  Times-Mirror  554  5 
270 'Gen.  American  Trans.  553  33 
271    Searle,G.D.  550  —27 


56 

21 

-29 

-27 

35 


277  Wells  Fargo  Bank  542  73 

278  Donnelley,  R.  R.  &Sons  539  —12 

279  Diamond  Int.  538  26 

280  Tampax  536  14 

281  Lockheed  Aircraft  536  —12 


282  McDermott,  J.  Ray  531  4 

283  Pan.  Eastern  Pipe  Line  530  19 

284  Comsat  528  7 

285  Long  Island  Lighting  527  10 
.286  Baltimore  Gas  &  Elec.  519  19 


287  Zaie  517  92 

288  McGraw-Edison  516  —1 

289  McLean  Industries  516  65 

290  Rorer-Amchem  511  181 

291  Southern  Natural  Gas  510  15 

292  Diamond  Shamrock  508  36 

293  Genesco  508  41 

294  Digital  Equipment  507  21 

295  Illinois  Power  507  7 

296  First  Nat.  Bnk.  Boston  504  54 

297  Baxter  Laboratories  502  —2 

298  Schlitz,  Jos.  Brewing  499  40 

299  Youngstown  Sheet  498  49 

300  Am.  Machine  &  Foundry        496  40 

301  Tektronix  495  28 

302  Babcock  &  Wilcox  492  —15 

303  Robins,  A.  H.  489  22 

304  Northern  States  Pwr  486  4 

305  General  Dynamics  485  —30 

306  Dun  &  Bradstreet  483 7_ 

307  King  Resources  483  14 

308  Pacific  Ughting  482  7 

309  Cincinnati  Gas  &  El.  481  16 

310  Kaiser  Industries  480  8 

311  American-Standard 479 54^ 

312  Plough  479  18 

313  Whittaker  479  10 

314  American  Nat.  Ins.  479  23 

315  Public  Service  Ind.  477  2 

316  ARA  Services  476  52 


26 

NA 

-11  I 

74 

12 


N.A.  Not  Available. 


80 


FORBES,  MAY  15,  1969 


(hat  kind  of  a  handle 
lould  you  put  on  Bendix? 


"  ^  these.  And,  in  a  way,  all  of  them. 

jspace.  Our  sales  in  space  and  aviation  totaled 
cer  half  a  billion  last  year, 
^motive.  We  grew  up  with  the  auto  industry— 
t:ause  of  it.  And  you  could  make  a  case  for  elec- 
c   automation  and  oceanics. 
ien  calling  us  an  aerospace-automotive-elec- 
c  automation-oceanics  company  only  tells  you 


what  we're  in— not  what  we  are.  And  the  same  is  true 

of  the  "multi-industry"  label. 

What  handle  should  you  put  on  Bendix?  Try  this: 

Bendix  is  a  multi-industry  corporation  committed  to 

world-wide  growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to 

be,  write:  The  Bendix  Corporation,  Investor  Relations 

Office,  Bendix  Center,  Southfield,  Michigan  48075. 


The  500  Biggest  Corporations  By  Market  Value 


— 

Market 

%  Gain 

^^ 

Market 

%  Gain 

Market 

%  Gain 

Value 

Over 

Value 

Over 

Value 

Over 

Rank 

1            325 

Company 
Electronic  Data  Sys. 

($000,000) 

467 

1967 

N.A. 

Rank 

Company              ($000,000) 

1967 

Rank 

Company              ($000,000) 

1967 

384 

Leasco  Data  Processing 

385 

167 

443 

Gimbel  Brothers 

329 

-3 

326 

Sou.  New  England  Tel. 

465 

11 

385 

City  Investing 

385 

64 

444 

Oklahoma  Gas  &  Elec. 

326 

—13 

:  I           327 

Square  D 

464 

—2 

386 

North  Am.  Philips 

383 

112 

445" 

Dayton  Power  &  Light 

324 

25 

'           328 

Speriy  &  Hutchinson 

463 

18 

387 

Norwich  Pharmacal 

380 

1 

446 

Melville  Shoe 

324 

36 

329 

1            330 

Kidde,  Walter 
Stauffer  Chemical 

462 

461 

19 

6 

388 

Cerro 

378 

29 

,  44/ 

Sybron 

324 

NA 

389 

Arkansas  Louisiana  Gas 

378 

—3 

448 

Interco 

323 

25 

331 

Seaboard  Coast  Line 

457 

9 

390 

Kentucky  Fried  Chicken 

378 

110 

449 

Jewel  Companies 

322 

47 

332 

Kroger 

456 

55 

391 

Great  Northern  Ry. 

377 

10 

450 

Raychem 

320 

39 

333 

III.  Central  Inds. 

456 

17 

392 

Ampex 

376 

11 

451 

Western  Union 

320 

20 

334 

Quaker  Oats 

447 

41 

393 

Wisconsin  Elec  Power 

375 

11 

452 

Victor  Comptometer 

317 

—28 

335 

Winn-Dixie  Stores 

443 

26 

394 

Union  Tank  Car 

374 

40 

453 

Northwest  Industries 

314 

N.A. 

336 

Prentice-Hall 

440 

25 

395 

Air  Reduction 

374 

—3 

454 

Willamette  Inds. 

314 

N.A. 

337 

Black  &  Decker 

440 

12 

396 

Public  Service  Colo. 

374 

23 

455 

Sunbeam 

314 

-17 

338 

Crocker-Cit.  Nat.  S.  F. 

440 

56 

397 

Gardner-Denver 

374 

93 

456 

Allied  Stores 

314 

12 

,             339 

Parke,  Davis 

439 

11 

398 

Factor,  Max 

372 

—10 

457 

Combustion  Engineering 

313 

10 

340 

American  General 

437 

0 

399 

Disney,  Walt  Productions 

369 

58 

458 

Tl  Corp.  California 

312 

26 

341 

St.  Paul  Companies 

436 

45 

400 

Clark  Equipment 

369 

25 

459 

Am.  Broadcasting  Cos. 

312 

1 

342 

Jefferson  Pilot 

433 

21 

401 

Hershey  Foods 

369 

24 

460 

Crown  Cork  &  Seal 

312 

24 

343 

National  Gypsum 

432 

45 

402 

Universal  Oil  Prods. 

368 

16 

461 

General  Am.  Oil  Texas 

310 

65 

344 

Otis  Elevator 

430 

21 

403 

Foremost-McKesson 

367 

43 

462 

Allis-Chalmers 

310 

-12 

345 

Trans  World  Airlines 

428 

—15 

404 

SCM 

366 

—2 

463 

Clark  Oil  &  Refining 

310 

83 

346 

Carolina  Power  &  Lt. 

428 

—10 

405 

Ethyl 

366 

—2 

464 

Sundstrand 

308 

-11 

347 

Hilton  Hotels 

427 

83 

406 

Lone  Star  Gas 

365 

—15 

465 

N.Y.  State  Elec.  &  Gas 

307 

1 

348 

Timken  Roll  Bearing 

427 

—1 

407 

Swift 

364 

—7 

466 

Nat.  Bank  of  Detroit 

307 

39 

349 

First  Bank  System 

427 

43 

408 

Brown  Shoe 

364 

27 

467 

Potlatch  Forests 

307 

62 

350 

Crowell-Collier  &  Macm 

425 

82 

409 

White  Consolidated 

363 

53 

468 

Hart  Schaffner  &  Marx 

307 

44 

351 

Union  Camp 

425 

44 

410 

Fairchild  Camera 

360 

—5 

469 

National  Serv.  Inds. 

306 

96 

352 

Halliburton 

423 

—20 

411 

First  Charter  Fin. 

360 

77 

470 

Bunker-Ramo 

305 

57 

(                353 

AMP 

419 

—8 

412 

Northern  Pacific  Ry. 

360 

9 

471 

Memorex 

303 

45 

354 

U.  S.  Industries 

419 

159 

413 

Essex  International 

360 

0 

472 

Gerber  Products 

302 

20 

355 

Southern  Railway 

419 

34 

414 

Charter  N.Y. 

358 

63 

473 

Wh:te  Motor 

301 

-8 

356 

Kaiser  Steel 

418 

52 

415 

New  York  Times 

357 

62 

474 

Sherwin-Williams 

300 

19 

357 

Chesebrough-Ponds 

417 

—3 

416 

Pacific  Power  &  Lt. 

356 

7 

475 

Cleveland  Trust 

300 

32 

358 

New  England  Electric 

414 

9 

417 

Coastal  States  Gas 

355 

—9 

475 

World  Airways 

300 

19 

359 

GAF 

414 

37 

418 

Recognition  Equipment 

354 

117 

477 

478 

Dillingham 

300 

132 

360 

Govt.  Employees  Ins. 

414 

14 

419 

ACF  Industries 

353 

37 

Southland  Corp. 

300 

44 

361 

Central  Tel.  &  Utils. 

413 

—7 

420 

Eastern  Gas  &  Fuel 

353 

16 

479 

Hobart  Manufacturing 

297 

44 

362 

Ogden 

410 

23 

421 

Liberty  Nat.  Life  Ins. 

353 

44 

480 

American  Enka 

297 

33 

353 

Penn  Power  &  Light 

409 

13 

422 

Bell  &  Howell 

352 

—17 

481 

Westvaco 

297 

29 

364 

Dayton  Corp. 

405 

53 

423 

ELTRA 

351 

22 

482 

Outboard  Marine 

296 

25 

365 

Del  Monte 

404 

0 

424 

Liggett  &  Myers 

351 

31 

483 

Beico  Petroleum 

296 

-^ 

366 

Colt  Industries 

403 

78 

425 

Armour 

350 

25 

484 

United  States  Shoe 

296 

110 

367 

Heublein 

402 

20 

426 

MCA 

349 

0 

485 

Mead 

296 

30 

368 

Maytag 

401 

71 

427 

Perkin-Elmer 

347 

173 

486 

Miles  Laboratories 

296 

35 

369 

Northwest  Bancorp 

401 

41 

428 

Boston  Edison 

347 

19 

487 

Ex-Cell-O 

295 

8 

370 

Florida  Power 

401 

—8 

429 

Commonwealth  Oil  Ref. 

347 

29 

488 

Trane 

293 

-3 

371 

Stevens,  J.  P. 

401 

43 

430 

Macy,  R.  H. 

346 

9 

489 

Seatrain  Lines 

293 

93 

372 

Duquesne  Light 

399 

0 

431 

Schenley  Industries 

346 

38 

490 

Tampa  Electric 

290 

6 

373 

Harris-lntertype 

398 

11 

432 

Dana 

341 

8 

491 

Howard  Johnson 

287 

37 

374 

Pitney-Bowes 

397 

21 

433 

McDonald's  Corp. 

340 

50 

492 

Allegheny  Ludlum 

286 

—14 

375 

Potomac  Elec.  Power 

397 

21 

434 

Skyline  Corp. 

340 

390 

493 

Pittston 

286 

2| 

376 

Alexander  &  Baldwin 

395 

141 

435 

Hanna  Mining 

339 

—2 

494 

Purex 

284 

f 

377 

Champion  Spark  Plug 

394 

31 

436 

National  Airlines 

339 

20 

495 

First  Penna  Corp. 

284 

52 

378 

Marriott 

392 

49 

437 

Brunswick 

337 

9 

496 

Wickes 

284 

122 

379 

Heinz,  H.  J. 

389 

43 

438 

Glen  Alden 

336 

362 

497 

Avnet 

282 

1 

380 

Safeco 

389 

61 

439 

Simplicity  Pattern 

335 

76 

498 

Grumman  Aircraft 

282 

381 

Dresser  Industries 

388 

7 

440 

Fruehauf 

334 

8 

499 

Cluett,  Peabody 

281 

J 

382 

Northern  Illinois  Gas 

387 

—1 

441 

Studebaker-Worthington 

334 

—12 

500 

Broadway-Hale  Stores 

280 

-A 

383 

Mattel 

386 

177 

442 

Eastern  Air  Line^ 

331 

—38 

N.A. 

Not  Available 

^ 
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I     We  started  with  cash  registers, 
bw  NCR  computers  speed  bank  service. 


With  an  NCR  "on  line"  savings 
system  the  teller's  station  is  linked 
directly  to  the  computer. 

Transactions  are  handled  in  seconds. 
Your  records  and  the  bank's  are 
updated  simultaneously,  and  they  are 
always  the  same. 

Now  you  can  transact  your  business 
much  faster  and  at  the  branch  of  the 
bank  most  convenient  to  you. 

This  same  ingenuity  helped  us 
develop  our  world-famous  accounting 
machines,  adding  machines,  cash 
registers  and  computers. 

The  only  family  of  machines  that 
gives  you  total  systems. 


NICIR 


«i^  -<^ 


Leading  in  communications  toward  a  bright  tomorrow 


's  largest 

nwide  corn- 
two  rk. 
les  from 
t  to  coast. 
'rs  in  eight 


110*. 
telecorrui 
mitsyoutoi 
phones  or  devi 

Thatisitsdi:_,._ 
— the  "at  your  dema 
nection  of  "stations'' 
country — for  messa<_ 
information  of  any  kind- 
ten,  drawn,  data  and  voict 


there  are  about  five  million  billion 
possible  different  connections. 

So  made-to-order  communica- 
tions service  is  our  primary  mission 
— providing  channels  ready  on  the 
instant — to  move  information  of  any 
kind,  between  "stations"  anywhere. 
This  business  will  grow  many  times 
bigger  and  more  valuable  to  every- 
one in  the  future.  Growth  in  popula- 
tion and  human  communications, 
growth  in  machine  calling,  in  fact  the 
whole  information  explosion  prom- 

■\  ises  that  the  job  of  universal  com- 
munications will  more  than  double  in 

i.   the  next  ten  years  alone. 

Building  for  the  future 
Our  energies  and  resources  are 
pledged  to  keep  our  communica- 
tions-switching system  and  service 


ahead  of  the  times.  And  we  are '' 
ing  well  ahead.  For  example,  wi 
the  leader  in  electronic  switchi 
and  in  the  art  of  adapting  presej 
switching  gear  to  provide  elect 
style  services.  | 

We're  looking  far  ahead.  V 
getting  ready  to  provide  you  wi 
Picturephone*  service,  connec 
with  library  or  teaching  source 
let  you  talk  directly  with  your  b 
computer  by  Touch-Tone'  tele 
-to  mention  a  few  possibilities 
The  changing  communicatit 
picture 
We  will  not  be  alone  in  ol. 
vation.  A  lot  of  fine  companies 
equipment  used  in  informatio" 
dling.  As  we  look  to  the  future 
think  the  better  the  entire  comi 


ons  industry  does,  the  better 
II  do.  The  more  information- 
dling  devices  that  are  developed, 
greater  the  need  lor  connecting 
ly  of  them  through  our  nation- 
B  switching  system. 
'  We  are  therefore  continually 
eloping,  building,  and  updating 
inetwork.  The  expanding  size 
he  job  is  one  of  the  reasons 
r  we  are  so  confident  about  our 
ire.  But  there  are  many  other 

:^ns: 

1  We  have  a  good  lead  in  elec- 
ic  innovation,  such  as  integrated 

:  Uits  and  digital  transmission. 
I  We  have  the  largest  number  of 

'"O-S  in  science  of  any  private 

:  -jness  in  the  world — over  1 .400. 

f'fr  median  age  is  35.  Work- 


ing with  them  are  thousands  of 
other  technically  trained  college 
graduates.  • 

Altogether  we  have  34,000 
young  management  people,  highly 
trained  and  motivated,  who  have 
joined  the  Bell  System  in  the  past  10 
years — assurance  of  continuing 
management  vigor. 

We  have  a  team  of  Bell  Labs  for 
research  and  development.  Western 
Electric  for  manufacturing  and  sup- 
ply, and  Operating  Telephone  Com- 
panies for  service.  This  assures  a 
quick  flow  from  invention  to  use  at 
lowest  possible  costs. 

We  have  developed  the  best 
communications-switching  system  in 
the  world — and  we're  skilled  enough 
and  big  enough  to  make  sure  it  stays 


the  best  and  continues  to  set  the    ■ 
standard  for  the  rest  of  the  world.   ' 
Ours  is  a  profit-incentive  business 
with  a  great  future. 

All  of  this  may  sound  brash.  But 
we're  really  not  over-confident.  Just 
confident. 

We  are  a  leader,  and  we'll  keep 
our  lead.  We  know  where  we  want  to 
go.  We're  planning  and  doing  what 
has  to  be  done  to  get  there. 


The  hot  end 
of  the  business. 

We  warmed  up  to  the  idea 

years 


•  • 


Some  of  the  toughest  engineering  and  most  sophisticated  hardware  in  the  aero- 
space industry  Is  in  and  around  the  enormous  heat  of  the  modern  jet  engine 
exhaust.  It's  one  of  the  places  Rohr  works.  It's  where  we've  worked  ever  since 
our  metal  engine  cowlings  and  exhaust  components  for  thousands  of  B-24's 
during  World  War  II. 

In  the  quarter  century  since,  we've  researched  and  developed  and  built  some 
78.000  power  packages  and  jet  engine  pods  for  practically  every  commercial 
and  military  transport  this  country  has  produced.  And  months  ago,  we  started 
work  on  the  hot  ends  of  the  Boeing  747  and  McDonnell  Douglas  DC-10.  and 
propulsion  components  for  the  Grumman  F-14  and  the  U.S.  Boeing  SST  .  .  .  now 
employing  such  advanced  technological  considerations  as  thrust  reversal  and 
thrust  vectoring,  titanium  hot  forming,  brazed  honeycomb  fabrication,  variable- 
geometry  nozzles,  sound  suppression,  advanced  welding  and  ultra-hot  metal 
spray  techniques. 

And  all  this  hot  information  has  turned  us  naturally  to  solutions  of  beating  the 
heat  around  rocket  engines . . .  such  as  Rohr-built  rocket  nozzles  and  heat  shields 
for  boosters  for  Apollo  12. 

Our  hot  end  business  has  led  to  a  cool  backlog  of  over  a  half-billion. 


K'a.N  PlANT  MEAOOUARTEftS  CHIAA 
VISTA  CALIF  PIANT  RlVCRSID£ 
CAlif     AS'^FVPIV  PLAN'S    VVl\OtR 


Dedicated  to  the  Pursuit  of  Excellence 


TENNECO  CHEMICALS,  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECO  OILCO.  O 
PACKAGING  CORPORATION  OF  AMERICA  O  KERN  COUNTY  LAND  CO.  O  J.  I.  CASE  CO.  O 
WALKER  MANUFACTURING  CO.  O   NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO.  O 


Gas  and  Oil  is  some  of 
our  business 


Some  is  a  lot  of  gas  end  oil.  Adding  up  to  $433  million  a  yea^ 
Meaning,  of  course,  thot  it's  a  mighty  big  port  of  our  business. 
All  told,  we've  passed  $2  billion  in  annual  sales.  And  we're  still 
growing.  Tenneco.  Building  businesses  is  our  business. 


JENNECOJ  TENNECO  INC. 


jUSTOH.  TEXAS 


/ 


Jl 
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ne  AAvon  Kepresentative 

ould  be  the  v\/orlds  mos 
ow-pressure  salesperson. 


) 


no  tne  mos 

r 

uccessru 


n 


lagine  two  women  chatting  at  home, 
ywhere  in  the  world— quietly  helped  by 
e  resources  and  strength  of  the  world's  leading 
smetic  company.  A  charming  salesperson,  a  neighbor, 
lling  with  wonderful  things  to  try  on  and  talk  about. 

ndependent  and  informed  salesperson  supported  by  in-depth 
search,  hundreds  of  new  products  annually,  striking 
ckaging,  an  unchanging  corporate  philosophy  of 
jolity,  service  and  guaranteed  satisfaction. 

le  Avon  Representative  greets  hundreds  of  customers. 
It  she  is  never  alone.  Corporate  Avon  gives  her 
nfidence — and  women  respond.  Her  customers 
e  incredibly  loyal.  And  they  keep 
:reasing.  Like  the  growth  pattern  of  Avon. 

on  encourages  smiling  Representatives. 
ilesmanship  like  this  we  appreciate. 


von 

OSMETICS 


W>H  -  THE  WORLD'S  LARGEST  MANUFACTURER  AND  DISTRIBUTOR  OF  COSMETICS  AND  TOILETRIES. 
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The  Top  500:  Assets 


be  misleading,  but  they  can't  be  ignored.  After  all, 
they  indicate  what  management  has  to  work  with.  Here,  in  order  of  size 
at  the  end  of  1968,  are  the  500  ntost  asset-rich  public  corporations. 


Assets  are  the  oldest  guide  to  judging 
corporate  size.  In  former  days  com- 
panies like  Eastman  Kodak  ne\er  re- 
vealed >earl>  revenues,  and  some,  like 
Singer,  did  not  even  reveal  profits. 
But  the>  did  issue  balance  sheets  of 
sorts.  Therefore  historians  have  had  to 
stick  vnth  assets  as  a  standard.  Toda> 
we're  in  an  era  when  what  counts  is 
earnings,  and  not  just  earnings  but 
earnings  growth.  Assets  are  kind  of 
out  of  date.  Or  are  the\?  Assets  are 
capital,  or  at  least  potential  capital, 
and  isn't  this  a  capitalist  system? 

If  the  500  corporations  listed  b\ 
assets  on  the  following  pages  were 
merged  into  one  giant  multicompanv . 
it  would  command  total  assets  of  SSol 
billion.  In  its  current  stage,  U.S.  capi- 
talism is  capital  intensi\e  as  never  be- 
fore. The  utiUties  on  this  list,  for  e.\- 
ample,  need  over  S3  in  assets  to  sup- 
port SI  in  revenues.  For  the  218  other 
nonfinancial  corporations,  SI  in  as.sets 
generated  under  SI   in  sales. 

These  figures  also  serve  to  explain 
wh\  even  the  enormously  producti\e 
U.S.  economy  has  trouble  financing  the 
need  for  capital  in\estment.  .And,  un- 
fortunately. the\  also  e.vplain  wh\  the 
capital-poor  underdeveloped  nations 
fall  further  and  further  behind  in  the 
rac^  for  wealth  and  affluence. 

Capital    Hungry 

It's  not  just  phvsical  e.xpansion  that 
takes  capital.  Two  decades  of  stead\ 
inflation  has  had  its  effect  on  asset 
buildup.  .\s  machiner>  replaces  work- 
ers, so  the  capital  demands  of  com- 
panies soar  as  their  equipment  be- 
comes more  c-omple.\  and  expensive. 

In  the  Forbes  50th  Anniversary  Issue 
{Sept.  15,  1967)  we  measured  and 
ranked  b\  assets  the  100  largest  com- 
panies in  .\merica,  excluding  the  utili- 
ties, airlines,  rails,  and  financial  in- 
stitutions. Now,  only  two  years  later, 
surprising  things  have  happened  with- 
in this  ranking.  To  make  the  top  100 
in  this  special  categor\-,  ba.sed  on 
1966  results,  the  lOOth  compaM\ 
needed  assets  of  S684  million.  For  this 
year's  list,  the  lOOtli  comparable  com- 
pany would  be  .Xero.x.  with  over  S900 
million  in  assets. 

General  Electric  increased  its  as- 
sets almost  SI  bilUon  since  1966.  Even 
so,  it  fell  to  I2th  position  from  ninth. 
U.S.  Steel  Corp.  increased  its  assets 
by  S64I  million,  but  fell  from  sixth 
position  to  ninth.  Sears,  Roebuck 
added  SI. 2  billion  to  its  assets  and 
dropped  a  notch. 


? 


'!^*^'^mjM 


Active  And  Passive.  Assefs  are  passive  in  fhemselves;  what  counts 
is  what  entrepreneurs  mal(e  of  them.  The  old  Standard  Oil  Trust  was 
a  virtual  monopoly  until  the  discovery  in  1901  of  the  Spindletop  field 
(above)  spurred  the  development  of  hundreds  of  competitors.  But 
it  wasn't  the  crude  oil  alone  that  created  today's  great  oil  com- 
panies,   assets    are    still    only    worth    what    people     make    them     worth. 


The  major  oil  corporations  showed 
huge  leaps  in  assets.  Jerse>  Standard, 
which  has  maintained  its  relati\e  rank 
in  assets  better  than  any  other  com- 
pany in  America  since  1917,  increased 
assets  by  nearly  S.3  billion;  Te.xaco,  b\ 
over  S2  billion.  IB.M  too  increased  its 
arsets  by  over  S2  bilhon. 

A  surprising  number  of  companies 
that  made  the  top  100  corporations 
in  our  anni\ersar>-  issue  would  not 
make  a  similar  list  toda\.  Armour, 
with  its  fertilizer  division  sold  to  U.S. 
Steel,  would  be  among  the  missing. 
General  D\namics  and  Corn  Products 


no  longer  make  the  top  100.  Tenders 
and  acquisitions  helped  companies 
like  Occidental  Petroleum  and  LT\ 
pass  them. 

In  the  last  analysis,  assets — capital 
— are  at  once  an  opportunitv'  and  a 
problem.  Used  wisel\-  and  elRcienth. 
the\-  must  in  the  end  produce  earnings 
and  earnings  growth,  and  with  that, 
growth  in  stock  market  value.  Used 
lazil\-  and  inefficienth-,  they  must  in- 
evitably attract  takeover  bids,  because 
the  next  fellow  always  figures  he  caa 
do  better  in  producing  a  good  return 
those  assets.  ■ 


oi 
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The  Dimensions  of  American  Business 


The  500  Biggest  Corporations 

By  Assets 


%  Gain 

%  Gain 

%  Gain 

Assets 

Over 

Assets 

Over 

, 

Assets 

Over 

Rank        Company              ( 

$000,000) 

40,151 

1967 

7 

Rank 

Company 

($000,000) 

1967 

Ranh 

(Company 

[$000,000) 

1967 

1    American  Tel.  &  Tel. 

51 

CNA  Financial 

3,205 

N.A. 

101 

First  Nat.  Bnk.  Oregon 

1,850 

14 

2    Bank  of  America 

24,163 

13 

52 

Continental  Corp. 

3,172 

53 

102 

Bank  of  California 

1.843 

17 

3     First  Nat.  City  N.Y. 

19,624 

11 

53 

Bethlehem  Steel 

3,060 

—1 

103 

Avco 

1,825 

13 

4     Chase  Manhattan 

19,266 

7 

54 

Southern  Pacific 

2,923 

3 

104 

United  Air  Lines 

1,797 

20 

5    Standard  Oil  (NJ.) 

16,786 
13.864 

11 
6 

55 

Phillips  Petroleum 

2,889 

4 

105 

Occidental  Petroleum 

1,788 

130 

6    General  Motors 

56 

Franklin  Nat.  Bnk.  N.Y. 

2,868 

9 

106 

Getty  Oil 

1,785 

4 

7     Mfrs.  Hanover  Trust 

10,439 

14 

57 

Southern  Cal.  Edison 

2,755 

12 

107 

Girard  Trust  Phila. 

1,750 

20 

8     Morgan  Guaranty  Tr. 

10,370 

13 

58 

Ling-Temco-Vought 

2,648 

213 

108 

Columbia  Gas  System 

1,734 

6 

9     Western  Bancorp 

9,687 

14 

59 

Commonwealth  Edison 

2,624 

9 

109 

U.  S.  Nat.  Bank  Oregon 

1,727 

15 

10    Chemical  New  York 

8,968 
8,953 

7 
12 

60 

Marcor 

2,618 

51 

110 

Pittsburgh  Nat.  Bank 

1,725 

6 

11     Ford  Motor 

61 

Lincoln  National 

2,568 

6 

111 

Bank  of  New  York 

1,724 

13 

12    Federal  Nat.  Mort.  Assoc 

8,721 

42 

62 

Eastman  Kodak 

2,565 

15 

112 

First  Nat.  Bnk.  Dallas 

1,714 

11 

13    Texaco 

8.687 

21 

63 

Norfolk  &  Western  Ry. 

2,561 

31 

113 

International  Paper 

1,714 

17 

14    Aetna  Ufe  &  Cas. 

8.597 

8 

64 

Continental  Oil 

2,537 

8 

114 

Union  Bancorp 

1,691 

16 

15     Bankers  Trust  N.Y. 

7,977 

12 

65 

C&O/B&ORR'S 

2,529 

—1 

115 

Anaconda 

1,685 

22 

16    Gulf  Oil 

7,498 

16 

66 

First  Penna  Corp. 

2,507 

16 

116 

Grace,  W.  R. 

1,678 

6 

17     Contl.  III.  Nat.  Bk.  Chi. 

7.373 

19 

67 

Southern  Company 

2,487 

8 

117 

Celanese 

1,659 

-9 

18    Mobil  Oil 

6,872 

10 

68 

Atlantic  Richfield 

2,451 

30 

118 

General  Public  Utils. 

1,659 

10 

19     Int.  Business  Mach. 

6.743 

20 

69 

Cleveland  Trust 

2,449 

7 

119 

Reynolds  Metals 

1,C58 

12 

20    Fir.  Nat.  Bnk.  Chicago 

6,530 

10 

70 

Am.  Elec  Power 

2,386 

11 

120 

Consumers  Power 

1,641 

11 

21     Penn  Central 

6,524 

4 

71 

Goodyear  Tire  &  Rub. 

2,377 

14 

121 

Armco  Steel 

1,633 

13 

22    Sears  Roebuck 

6,508 

8 

72 

Radio  Corp.  of  Amer. 

2,366 

14 

122 

Wachovia  Bank  N.  C. 

1,618 

14 

23     United  States  Steel 

6,391 

14 

73 

Sun  Oil 

2,363 

48 

123 

Procter  &  Gamble 

1,612 

9 

24    Sec.  Pac.  Nat.  Bank  Cal. 

6,288 

12 

74 

First  Charter  Fin. 

2,349 

7 

124 

Republic  Steel 

1,608 

6 

25    Travelers 

6,209 

6 

75 

INA 

2,318 

17 

125 

Cit.  &  So.  rat.  Bnk.  Ga. 

1,568 

20 

26    General  Tel.  &  Elec 

6,157 

13 

76 

Dow  Chemical 

2,312 

21 

126 

Philadelphia  Electric 

1,554 

9 

27    Marine  Midland  Banks 

5,905 

18 

77 

Union  Oil  California 

2,298 

13 

127 

Kennecott  Copper 

1,541 

37 

28    Standard  Oil  (Cal.) 

5,770 

9 

78 

Westinghouse  Elec. 

2,271 

10 

128 

Texas  Eastern  Trans. 

1,541 

6 

29    General  Electric 

5,744 

7 

79 

Rep.  Nat.  Bank  Dallas 

2,199 

27 

129 

Fir.  Wise.  Bankshares 

1,535 

10 

30    Charter  N.Y. 

5,387 

23 

80 

Alcoa 

2,192 

7 

130 

American  General 

1,534 

11 

31    Wells  Fargo  Bank 

5,373 

15 

81 

Boeing 

2,186 

8 

131 

Caterpillar  Tractor 

1,533 

14 

32    Connecticut  General 

5.001 

10 

82 

Pub.  Serv.  Elec.  &  Gas 

2,152 

8 

132 

Detroit  Edison 

1.529 

13 

33    Crocker-Cit  Nat  S.  F. 

4,859 

13 

83 

Beneficial  Finance 

2,129 

11 

133 

American  Tobacco 

1,512 

41 

34    Standard  Oil  (Ind.) 

4,737 

17 

84 

Philadelphia  Nat.  Bank 

2,094 

12 

134 

Allied  Chemical 

1,495 

—7 

35    Chrysler 

4,398 

14 

85 

Union  Pacific 

2,092 

2 

135 

Valley  Nat  Bnk.  Ariz. 

1,494 

12 

36     Mellon  Nat  Bnk.  Pitt 

4,365 

12 

86 

Detroit  Bank  &  Trust 

2,068 

11 

136 

Northern  Trust  Chicago 

1,473 

13 

37     Shell  Oil 

4,230 

24 

87 

Santa  Fe  Industries 

2,063 

3 

137 

Pan  Am.  World  Airways 

1.459 

14 

38     International  Tel. 

4,022 

36 

88 

Gulf  &  Western  Inds. 

2.055 

174 

138 

Niagara  Mohawk  Power 

1,456 

5 

39     Northwest  Bancorp 

4,002 

16 

89 

Household  Finance 

2,054 

17 

139 

Middle  South  Util. 

1,455 

7 

40    Tenneco 

3,888 

8 

90 

Seattle-First  Nat.  Bk. 

1,972 

11 

140 

Nat  City  Bnk.  Cleve. 

1,451 

9 

41     Nat.  Bank  of  Detroit 

3,854 

10 

91 

Mfrs.  Nat.  Bnk.  Detroit 

1,971 

8 

141 

American  Natural  Gas 

1,447 

10 

42    Consolidated  Edison 

3,845 

4 

92 

Harris  Trust  Chicago 

1,918 

9 

142 

Southern  Railway 

1,436 

5 

43     First  Nat.  Bnk.  Boston 

3,823 

13 

93 

Int.  Harvester 

1,902 

5 

143 

American  Airiines 

1,418 

4 

44     Pacific  Gas  &  Elec. 

3,815 

4 

94 

Monsanto 

1,895 

2 

144 

Singer 

1,409 

34 

45     First  Bank  System 

3,815 

19 

95 

Hartford  Fire  Ins. 

1,892 

9 

145 

Hdelity  Bank  Phila. 

1,379 

17 

46    American  Express 

3,759 

115 

96 

Firestone  Tire 

1,883 

21 

146 

Deere 

1,377 

4 

47     C  1  T  Financial 

3,734 

9 

97 

El  Paso  Natural  Gas 

1,879 

6 

147 

Texas  Utilities 

1,371 

{ 

48     Du  Pont,  L  1. 

3,289 

7 

98 

Gr.  Western  Financial 

1,875 

10 

148 

Kaiser  Alum.  &  Chem. 

1,371 

U 

49    Transamerica 

3,276 

12 

99 

Cities  Service 

1,872 

2 

149 

Northern  Pacific  Ry. 

1,370 

1 

50     Union  Carbide 

3,209 

4 

100 

Sinclair  Oil 

1,851 

2 

150 

North  Am.  Rockwell 

1,362 

1! 

N.   A.    Not  AvallabI*. 
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5  20  years  they've  cost  you  more  and  more, 
lept  the  one  with  wings. 


■'ine  captain  represents  a  welcome 
travel.  For  air  travel  hasn't  just 
►  u  the  rising-cost  tide,  it's  made  head- 
painst  it. 

lieve  it  or  not.  air  fares  have  dropped 
Pe.  Taking  into  account  the  purchasing 
•  of  the  dollar,  they're  about  a  third 
'  than  in  1949,  despite  recent  fare 
ises. 
lats  more,  you  now  fly  twice  as  fast, 


I 


farther,  with  fewer  stops,  and  with  greater 
service  and  comfort. 

Understandably,  most  costs  of  living 
have  spiraled  upward  over  the  past  two  dec- 
ades. "Medical  care  has  doubled.  Housing 
is  up  by  more  than  50%.  Food  and  clothing 
have  climbed  almost  as  much.  And  cost  of 
transportation  in  general  has  risen  80%. 

Except  for  your  airline  ticket. 

Flying  will  get  even  better,  too.  In  1972, 


our  L-1011  TriStar  will  begin  service  for 
many  airlines,  bringing  passengers  a  spa- 
cious comfort  never  before  known  in  the 
skies.  Which  makes  us  pleased  to  be  involved 
in  something  unusual  these  days. 

Boiled  down,  it's  a  7-letter  word  for  to- 
day's air  fare:  bargain. 


LO 

Lockheed  Aircraft  Corp' 


ank.  California 


The  500  Biggest  Corpora t/'ons  By  AssetS 


%  Gain 

^ """ 

%  Gain 

%  Gain 

Assets 

Over 

Assets 

Over" 

Assets 

Over 

Rank        Company              ($000,000) 

1967 

Rank 

Company               ($000,000) 

1967 

Rank        Company              ($000,000) 

1967 

151     National  Steel 

1,359 

11 

209 

III.  Central  Inds. 

1.094 

26 

267-    Contl.  Telephone 

856 

24 

152     United  Aircraft 

1,358 

10 

210 

Fir.  Nat.  Bnk.  St.  Louis 

1,092 

13 

268    Potomac  Elec.  Power 

844 

13 

153     Bank  of  Commonwealth 

1,353 

24 

211 

Continental  Can 

1.073 

6 

269     Richmond  Corp. 

842 

5 

154     Shawmut  Assoc.  Boston 

1,341 

16 

212 

Weyerhaeuser 

1.065 

8 

270    Sec.  Nat.  Bnk.  L.I.  N.Y. 

840 

28 

155    American  Can 

1,337 

8 

213 

Maryland  Nat.  Bank 

1,063 

14 

271    Baltimore  Gas  &  Elec. 

828 

9 

156     McDonnell  Douglas 

1,335 

—2 

214 

Hartford  Nat.  Bank 

1,063 

19 

272    May  Dept.  Stores 

826 

6 

157     American  Nat.  Ins. 

1,325 

6 

215 

LFC  Financial 

1,049 

53 

273     Wisconsin  Elec.  Power 

824 

17 

158     Bancohio 

1,325 

7 

216 

General  Foods 

1,045 

13 

274    Allied  Stores 

823 

7 

159    Virginia  Electric 

1,301 

12 

217 

Goodrich,  B.F. 

1,035 

15 

275    General  Tire 

813 

10 

160     Lincoln  First  Banks 

1,297 

9 

218 

Boise  Cascade 

1,028 

19 

276    Houston  Lt.  &  Power 

810 

11 

161     Mercantile  Tr.  St.  Louis 

1,291 

6 

219 

Youngstown  Sheet 

1,027 

4 

277    Coca-Cola 

802 

12 

162     Northwest  Industries 

1,286 

4 

220 

Louisville  &  Nash.  RR 

1,026 

5 

278     Hercules 

799 

22 

163     NCNB 

1,283 

17 

221 

Borden 

1,023 

1 

279     Nat.  Comm.  Bnk.  Albany 

796 

4 

164    Jefferson  Pilot 

1,273 

7 

222 

Rr.  Sec.  Salt  Lake 

1,018 

11 

280     Nat.  Dist.  &  Chem. 

795 

—1 

165    Georgia-Pacific 

1,269 

15 

223 

Northern  States  Pwr 

1,011 

9 

281     Rr.  Nat.  Bnk.  Memphis 

792 

10 

166    GlenAlden 

1,252 

167 

224 

Central  &  South  West 

1,003 

5 

282    Com.  Bankshares  Mo. 

792 

27 

167     U.  S.  Fidelity 

1,245 

11 

225 

Clin  Mathieson 

991 

5 

283     Va.  Nat.  Bank  ^:orfolk 

791 

11 

168     Investors  Div.  Serv. 

1,237 

13 

226 

Conn.  Nat.  Bnk.  &  Trust 

989 

10 

284     Philip  Morris 

787 

21 

169     Mich.  Nat.  Bnk.  Lansing 

1,236 

15 

227 

Honeywell 

987 

17 

285     Pacific  Power  &  Lt. 

786 

4 

170    Signal  Companies 

1.227 

13 

228 

Eastern  Air  Lines 

976 

18 

286    Am.  Metal  Climax 

782 

16 

171     Cent.  Nat.  Bank  Cleve. 

1,222 

4 

229 

American  Cyanamid 

975 

7 

287     Borg-Warner 

781 

4 

172     Pennzoil  United 

1,210 

3 

230 

FMC 

974 

5 

288     State  Bank  Albany 

778 

7 

173     Mfrs.  &  Trad.  Tr.  N.Y. 

1,209 

—1 

231 

Prov.  Nat.  Bank  Phila. 

971 

11 

289    Western  Union 

775 

5 

174     Litton  Industries 

1,208 

28 

232 

Federated  Dept.  Stores 

971 

10 

290     Leasco  Data  Processing 

775 

944 

175    Baystate 

1,201 

12 

233 

Southwestern  Life 

966 

8 

291     Standard  Oil  (Ohio) 

773 

13    i 

176    Reynolds,  R.J.  Tobacco 

1,197 

-^ 

234 

Allegheny  Power 

965 

15 

292     Burroughs 

772 

29    1 

177     Burlington  Inds. 

1,193 

16 

235 

Industrial  Bancorp 

964 

9 

293     Am.  Smelting  &  Ref. 

772 

38 

178    Penney,  J.C. 

1,188 

30 

236 

Riggs  Nat.  Bnk.  Wash. 

961 

9 

294     Rr.  &  Mer.  Nat.  Bnk.  Va. 

765 

11 

179    Seaboard  Coast  Line 

1,184 

—2 

237 

County  Trust  N.Y. 

957 

7 

295     Rrst  Nat.  Bnk.  Cinn. 

761 

14 

180     Inland  Steel 

1,175 

4 

238 

Fir.  Un.  i  at.  Bancorp 

957 

10 

296     Fid.  Union  Tr.  Newark 

754 

6 

181    Am.  Fletcher  N.  Bk.  Ind. 

1,162 

26 

239 

Pan.  Eastern  Pipe  Line 

956 

15 

297    Scott  Paper 

751 

6 

182    Owens-Illinois 

1,162 

15 

240 

American-Standard 

949 

76 

298     Kimberly-Clark 

745 

15 

183    Trans  World  Airlines 

1,160 

9 

241 

Kraftco 

948 

4 

299    Ashland  Oil  &  Ref. 

73/ 

27 

184     Minn.  Mining  &  Mfg. 

1,156 

13 

242 

Fir.  Nat.  Bnk.  Atlanta 

946 

12 

300     Pfizer,  Chas. 

735 

10   , 

185     Duke  Power 

1,153 

16 

243 

St.  Paul  Companies 

944 

19 

301     Swift 

735 

—3 

186    Marathon  Oil 

1,151 

18 

244 

Pacific  Lighting 

943 

2 

302    Am.  Sec.  &  Tr.  Wash.  D.  C 

733 

8 

187     Financial  Federation 

1,151 

0 

245 

G  A  C  Corp. 

943 

N.A 

303     Gulf  States  Utils. 

728 

16 

188    Peoples  Gas 

1,144 

9 

246 

New  England  Electric 

939 

8 

304     Chi.  Mil.  St.  P.  &  Pac. 

727 

-2 

189     Union  Electric 

1,135 

11 

247 

Crown  Zellerbach 

938 

3 

305     Norton  Simon 

725 

N.A. 

190    Woolworth,  F.W. 

1,134 

10 

248 

Lockheed  Aircraft 

937 

6 

306    Un  Planters  Nat.  Bank 

725 

2 

191     Northeast  Utilities 

1,133 

10 

249 

Xerox 

906 

14 

307     CBS 

720 

7 

192     Florida  Power  K  Light 

1,132 

15 

250 

Bendix 

905 

9 

308     Mead 

720 

44 

193     Indiana  Nat.  Bnk.  Ind. 

1.125 

23 

251 

Crum  &  Forster 

895 

33 

309     Merc.  Nat.  Bnk.  Dallas 

710 

8 

194     Fir.  City  Nat.  Bnk.  Hous. 

1,123 

5 

252 

St.  Regis  Paper 

892 

7 

310    Allis-Chalmers 

706 

11 

195     U.  S.  Plywood-Champion 

1,123 

21 

253 

Textron 

892 

33 

311     Safeway  Stores 

698 

7 

196     ImperialCorp.  of  Am. 

1,122 

2 

254 

Rr.  Nat.  State  Bnk.  N.J. 

889 

8 

312    Gambles 

695 

13 

197     Uniroyal 

1,121 

11 

255 

United  Utilities 

885 

18 

313     Heller,  Walter  E. 

695 

14 

198    Texas  Nat.  Bnk.  Comm. 

1,119 

15 

256 

Great  Atl.  &  Pac.  Tea 

884 

2 

314     Public  Service  Colo. 

681 

6 

199    Nat.  Cash  Register 

1,118 

11 

257 

Western  Penn  Nat.  Bnk. 

883 

20 

315    Am.  Home  Products 

680 

13 

200    Consolidated  Nat.  Gas 

1,117 

8 

258 

Am.  Nat.  Bnk.  &  Tr.  Chi. 

882 

10 

316     Uberty  Nat.  Life  Ins. 

680 

8 

201     United  Va.  Bankshares 

1,113 

13 

259 

Long  Island  Lighting 

882 

6 

317     No.  Ind.  Public  Serv. 

676 

7 

202    Transc.  Gas  Pipe  Line 

1,110 

13 

260 

TRW 

882 

47 

318     Nat.  Newark  Essex  Bnk. 

676 

9 

203     State  St.  Bank  Boston 

1.107 

14 

261 

Society  Corp. 

881 

8 

319     Sou.  CaL  Fir.  Nat.  Bank 

670 

29 

204     Northern  Natural  Gas 

1,096 

14 

262 

Corn  Products 

869 

8 

320     First  Boston  Corp. 

669 

-23 

205    Great  Northern  Ry. 

1,095 

1 

263 

Penn.  Power  &  Light 

867 

10 

321     Gen.  American  Trans. 

668 

10 

206     Franklin  Life 

1.095 

7 

264 

General  Dynamics 

866 

—6 

322    Talcott  National 

660 

7 

207     Sperry  Rand 

1,095 

6 

265 

Ohio  Edison 

864 

7 

323     Kresge,  S.  S. 

658 

25 

208    PPG  Industries 

1.095 

8 

266 

New  Eng.  Mer.  Nat.  Bank 

858 

16 

324     Sou.  New  England  Tel. 

656 

8 

N.A.   Not   Available 
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ports  provide  quick  dispatch  ot  import  and 
rommodities  in  qiant  Santa  Fe  hopper  cars 
h  ship  in  rrcord  time 
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nl  development  of  specialized  ships,  combined  with  modern 
nia  port  facilities  for  handling  containers,  are  important 
in  Santa  Fe's  concept  for  a  Land  Bndqe  across  the  USA  to 
ansit  time  for  freight  moving  between  the  Far  East  and  Europe. 


Santa  Fe 


Santa  Fe 
through 
California  IV>rts 
is  the  best  way 
to  export  or  import 
to  and  from 
the  Far  East 

What  good  does  it  do  to  rush  export 
shipments  to  a  port,  then  wait  for  a  ship?  Or 
delay  an  import  shipment  waiting  for  the  next 
freight  train? 

On  Santa  Fe,  you  don't  have  to  wait  for 
tomorrow's  train  or  be  delayed  until  the  next 
ship's  sailing.  Here's  why: 

The  busy  California  ports  of  Los  Angeles, 
Long  Beach,  San  Diego  and  those  on 
San  Francisco  Bay,  have  more  sailings  to 
and  from  Hawaii,  Japan,  Australia,  and 
the  Far  East  than  any  other  group  of  ports 
on  the  Pacific  Coast. 

And  Santa  Fe  has  more  freight  schedules 
than  any  other  rail  carrier  between  Chicago, 
the  Midwest  and  California  ports  to  connect  with 
inbound  or  outbound  ships. 

To  expedite  shipments  still  further,  "Super  C," 
the  world's  fastest  freight  train,  carries  containers 
and  Piggy-Back  shipments  between  Chicago, 
Kansas  City  and  ports  in  Southern  California. 

Frequent  sailings,  coordinated  with  frequent 
freight  schedules,  add  up  to  the  fastest  way 
to  import  or  export.  That's  the  benefit  of 
shipping  via  Santa  Fe  through  California  ports. 

We  helped  build  America. 

Now  we  keep  it  moving — by  rail,  by  highway,  by  pipeline. 

Santa  Fe 


Vi  Passenqer  Fleet  tor  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN  •  ChicagoSan  Francisco-SAN  FRANCISCO  CHIEF  •  Chicago-Houston -TEXAS  CHIEF 
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Sleight  of  hand. 

It's  all  in  the  knowing  how. 

To  understand  this  si 
completely,  imagine  yourse 
an  18-year-old.  100-pound, 
foot-five,  high-school-educ 
girl  with  weak  wrists.  You  i 
a  file  clerk,  and  the  boss  sa 
are  important. 

Now  picture  a  forty-f 
wall  lined  with  32  four-drav 
files.  Loaded  with  hefty  sta( 
paper,  you  approach  files. > 
squeeze  thumb  latch.  Tug  o 
drawer  packed  solidly  with  [ 
Grope  behind  papers  for  cor 
sion  latch.  Release.  Force  t 
apart  and  pull  folder  out.  In 
file  copy  and.  puffing  with 
tion.  jam  folder  back  into  it 

—  or  close  to  it.  Lock  compr 
Shove  drawer  shut. 

Do  this  again,  and  ac 
and  again,  and  again,  and  \ 
back  aches,  wrists  ache,  hai 
dirty,  fingernails  get  broker 

—  you  get  careless. 


i 


i 


vJow  picture  GF: 
I  feet  of  the  40  are  lined 
-  5-drawer  Superfilers^ 
3  patented  Swing-Front 
5.  which  hold  the  same 

of  filed  material.  A  light 

ns  the  Swing-Front 

and  automatically 
3  compression  on  the  filed 
as  the  drawer  glides 

open.  This  drawer  is 


^ 


filled  with  4  inches  more 
lan  the  ordinary  file 

but  the  Swing-Front  parts 
i  at  an  easy-to-read  angle. 
I't  remove  the  file  folder, 
insert  the  new  material, 
entie  push  on  the 
■ront  —  the  case  is  closed. 

t  in  Form  and  Function 

a  straightforward,  clearly 
ed  booklet  on  its 
ized  Superfiler.  Write  The 
Fireproofing  Company, 
lown.  Ohio  44501  . 
r  yet.  contact 
al  GF  branch  office  or 
isted  in  the  Yellow  Pages. 

eral  Fireproofing  Company 


I      "  Business  Equipment 


The  500  Biggest  Corporations  By  Asset 


%  Gain 

%  Gain 

%« 

Assets 

Over 

Assets 

Over 

Assets            (h 

Rank        Company              ($000,000) 

1967 

Rank 

384 

Company              ($000,000) 
Dresser  Industries                 536 

1967 

16 

Rank        Company              ($1 
443     Fir.  Va.  Bankshares 

)00,000)        191 

325    Phelps  Dodge 

654 

11 

478 

326    Union  Comm.  Bnk.  Cleve. 

653 

4 

385 

GAF 

535 

13 

444    Southern  Natural  Gas 

478 

327    Stevens,  J.P. 

650 

14 

386 

United  States  Gypsum 

534 

6 

445    Johns-Manville 

478 

328    Fir.  Nat.  Bnk.  Maryland 

647 

6 

387 

Dart  Industries 

533 

21 

446    Engelhard  Min.  &  Chem. 

476 

329    First  Nat.  Bank  Birm. 

643 

4 

388 

Heinz,  HJ. 

532 

6 

447    Uberty  Nat.  Bnk.  N.Y. 

473 

330     Martin  Marietta 

642 

22 

389 

So.  Carolina  Nat.  Bnk. 

532 

14  ■ 

448    Central  Nat.  Bank  Chi. 

473 

331     Diamond  Shamrock 

641 

25 

390 

Colgate-Palmolive 

531 

3 

449    PepsiCo. 

472 

332     Illinois  Power 

641 

11 

391 

Texas  Gas  Trans. 

530 

47 

450    National  Biscuit 

472 

333     Kerr-McGee 

637 

6 

392 

Fort  Worth  Nat.  Bank 

529 

11 

451    Amerada  Petroleum 

471 

334     Marshall  &  llsley 

633 

4 

393 

Cerro 

529 

16 

452    SCM 

470 

335     Marine  Corp.  Milwauke 

631 

7 

394 

Banco  Popular  P.  R. 

528 

18 

453    Squibb  Beech-nut 

469 

336     Denver  U.  S.  Bancorp 

631 

14 

395 

Anheuser-Busch 

527 

11 

454     Delta  Air  Lines 

468 

337     Bank  of  Hawaii 

630 

14 

396 

Greyhound 

525 

12 

455     Halliburton 

468 

338    Carolina  Power  &  Light 

630 

10 

397 

Warner-Lambert 

525 

8 

456    Chicago  Rock  Island 

467 

339     Northwest  Orient  Air 

628 

30 

398 

City  Nat.  Bnk.  Detroit 

525 

23 

457    Raytheon 

466 

340     United  Merch.  &  Mfrs. 

627 

8 

399 

Bristol-Myers 

524 

18 

458    Control  Data 

465 

341     Ralston  Purina 

627 

14 

400 

Texas  Gulf  Sulphur 

524 

27 

459     Southland  Life 

464 

342     First  Nat.  Bancorp 

626 

12 

401 

First  Nat.  Bnk.  Akron 

522 

7 

460     Corning  Glass  Works 

464 

343     Kaiser  Industries 

624 

9 

402 

Safeco 

521 

8 

461     Am.  Machine  &  Foundry 

461 

344     Eaton  Yale  &  Towne 

623 

18 

403 

Fir.  Oklahoma  Bancorp 

520 

4 

462     First  Nat.  Bnk.  K.C.  Mo. 

460 

345    White  Consolidated 

620 

124 

404 

Nat.  Bank  Wash.  D.  C. 

518 

—7 

463     Union  Trust  Maryland 

460 

346     N.Y.  State  Elec.  &  Gas 

619 

16 

405 

Equitable  Trust  Md. 

518 

9 

464     Lilly,  Eli 

457 

347    Cleveland  Elec.  Ilium 

618 

17 

406 

Suburban  Trust  Md. 

517 

12 

465    Carnation 

456 

348    Schenley  Industries 

613 

7 

407 

N.J.  Bnk.  &  Tr.  Clifton 

516 

13 

466     Fir.  Nat.  Bnk.  Ft.  Worth 

455 

349     Ingersoll-Rand 

612 

41 

408 

Babcock  &  Wilcox 

516 

18 

467     Northwestern  Bnk.  N.C. 

455 

350    National  Lead 

606 

5 

409 

Provident  Life  &  Ace. 

516 

12 

468    St.  Louis-San  Fran.  Ry. 

454 

351     Chubb 

605 

10 

410 

Central  Tel.  &  Utils. 

515 

13 

469     First  Jersey  Nat.  Bnk. 

454 

352    Teledyne 

604 

79 

411 

Time  Inc. 

514 

8 

470     Union  Tank  Car 

447 

353     Int.  Minerals  &  Chem. 

604 

20 

412 

Grant,  W.  T. 

511 

12 

471     Genesco 

446 

354    Studebaker-Worthlngton 

602 

7 

413 

Kansas  City  Life  Ins. 

509 

1 

472     Gibraltar  Financial 

443 

355    Wheeling  Pitts  Steel 

601 

48 

414 

Nat.  Bnk.  Westchester 

509 

12 

473    Associated  Dry  Goods 

443 

356    Fir.  Am.  Nat.  Bnk.  Tenn. 

600 

12 

415 

Liggett  &  Myers 

507 

8 

474    Toledo  Trust  Ohio 

442 

357    Cincinnati  Gas  &  El. 

595 

9 

416 

General  Mills 

505 

38 

475     Idaho  Fir.  Nat.  Bank 

442 

358    Public  Service  Ind. 

594 

8 

417 

Foremost- McKesson 

504 

0 

476     United  Fruit 

440 

359    American  Investment 

594 

11 

418 

Lone  Star  Gas 

502 

2 

477     U.  S.  Trust  New  York 

440 

360    Old  Kent  Bank  Mich. 

592 

6 

419 

Combustion  Engineer 

501 

38 

478    Schlumberger 

437 

361     Northern  Illinois  Gas 

592 

6 

420 

First  Hawaii  Bank 

501 

16 

479    Winters  Nat.  Bnk.  Ohio 

436 

362     Kroger 

590 

8 

421 

First  Nat.  Bank  Tulsa 

499 

—11 

480     Dominion  Bank  Shares 

436 

363    Colt  Industries 

588 

198 

422 

Macy,  R.  H. 

499 

12 

481     Armstrong  Cork 

436 

364    Duquesne  Light 

588 

7 

423 

Air  Reduction 

499 

7 

482    Am.  Broadcasting  Cos. 

435 

365    Va.  Commnwith.  Bnkshre 

584 

28 

424 

Motorola 

498 

21 

483     Fulton  Nat.  Bnk.  Ga. 

434 

366     Fifth  Third  Bnk.  Cin. 

580 

4 

425 

Merch.  Nat.  Bank  Ind. 

498 

15 

484    City  Nat.  Bank  Calif. 

433 

367    Seaboard  Finance 

577 

6 

426 

Washington  National 

492 

6 

485     Peoples  Nat.  Bnk.  Wash. 

430 

368    Boston  Edison 

577 

9 

427 

Hess  Oil  &  Chemical 

491 

15 

486    Texas  Instruments 

429 

369    Rhode  Island  Hosp.  Tr. 

575 
574 

3 
51 

428 

Monumental  Corp. 

491 

4 

487    Oklahoma  Gas  &  Elec. 

428 

370     Ogden 

429 

U.  S.  Nat.  Bank  Cal. 

488 

14 

488    Stauffer  Chemical 

428 

371    Contl.  Bank  &  Tr.  Pa. 

569 

16 

430 

Merck 

488 

7 

489    Arkansas  Louisiana  Gas 

427              6 

372     Kaiser  Steel 

569 

10 

431 

Barnett  National  Sec. 

488 

13 

490    Johnson  &  Johnson 

426 

373    Consolidated  Foods 

568 

47 

432 

Arizona  Public  Serv. 

487 

8 

491     Sperry  &  Hutchinson 

422 

374    Central  Trust  Cine. 

567 

9 

433 

Superior  Oil 

485 

5 

492    Indust.  Valley  Bnk.  Pa. 

421 

375    Armour 

560 

—19 

434 

Cent-Penn  Nat.  Bnk.  Pa. 

485 

9 

493     Dayton  Power  &  Light 

420 

376    Campbell  Soup 

560 

6 

435 

General  Bancshares 

483 

5 

494     Fir.  Nat.  Bnk.  Passaic 

420            W 

377     National  General 

558 

347 

436 

Fruehauf 

483 

17 

495     Westvaco 

419          ,| 

378    Florida  Power 

558 

10 

437 

First  Lincoln  Fin. 

481 

—2 

496     Pullman 

419     m 

379     Peoples  Tr.  Bergen 

558 

16 

438 

Wilmington  Trust 

480 

9 

497     Idaho  Power      . 

419           1 

380    Ethyl 

555 

8 

439 

Del  Monte 

480 

10 

498    Nat  Bnk.  Comm.  New  Orl 

419           N 

381     Union  Nat.  Bank  Pitt. 

554 

11 

440 

White  Motor 

480 

19 

499     Kansas  City  Pow.  &  Lt. 

416           1* 

382    Cit.  Fidelity  Bank  Ky. 

541 

7 

441 

Union  Camp 

480 

22 

500    San  Diego  Gas  &  Elec. 

416            10 

383     Standard  Brands 

538 

29 

442 

Liberty  Loan 

479 

14 
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We  have  a  fatal  attraction 
for  the  devastating  pine  bark  beetle 


-  n  pjne  beetles  kill  over  400,000 
hite  pines  a  year,  plus  uncounted 
jS  of  ponderosa,  lodgepole  and 
~es.  Conventional  methods  of  con- 
M  -ed  inadequate  and  too  costly.  Since 
'•^otlatch  foresters  have  sponsored 
by  leading  biologists  and  chemists 


to  solve  this  serious  insect  problem  of  fed- 
eral, state  and  private  timberlands.  And  now 
it  looks  like  we  have  an  answer.  The  female, 
after  she  bores  into  the  inner  bark,  produces 
an  attractant  that  draws  a  mass  infestation 
of  hungry  beetles  that  kill  the  tree.  This 
essence  has  been  synthesized,  and  will  now 


be  tested  commercially  in  our  forests  to  lure 
beetles  to  selected  areas  where  they  can  be 
destroyed.  Then  everybody  will  benefit 
except  the  beetles.  Potlatch  Forests,  Inc., 
P.O.  Box  3591,  San  Francisco  94119. 


Potlatch 


the  forests  where  innovations  grow. ..in  wood  products,  in  paperboard  and  packaging,  in   business  and  printing  papers 
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.,  A-M's  C^rpdfate 
bigli^cosi^o^lalkin'^3 


The  half-cent  copy  can  do  more  to  cut  your  in- 
ternal communication  costs  than  any  single  thing  you 
can  do.  Job  for  job,  nobody  can  beat  it.  Nobody  can 
obsolete  it. 

You  might  be  interested  in  a  few  figures  on  a  re- 
cently Installed  A-M  half-cent  Total  Copy  System. 

A  medium-sized  company  had  a  volume  of 
around  200,000  copies  a  month.  Under  their  old  sys- 
tem, costs  were  running  as  high  as  a  cent  and  a  half  a 
copy.  Or  about  $3,000  a  month. 

After  the  half-cent  Total  Copy  System  moved  in, 
the  costs  came  down  to  a  skinny  $1 ,000  a  month. 


Which  means,  in  a  year's  time,  the  compai 
expect  to  save  $24,000! 

For  the  record:  Nobody— not  even  A-M—' 
the  half-cent  Total  Copy  System  for  extreme 
volumes.  But  A-M  can  and  does  offer  the  i 
copy  for  volumes  you  may  now  be  paying  a  > 
a  half,  two  cents  or  even  three  cents  for. 

An  A-M  communications  audit  will  tell  ^ 
you  should  be  paying.  How  much  you  could  b 

And  the  half-cent  Total  Copy  System  pi 
only  one  we  make. 

Thousands  of  companies  around  the  v 
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A-M  systems  to  communicate  ideas  and 
mation  in  the  most  usable  form.  In  just  about  any 
uage. 

Ifyour  business  communications  system  depends 
eople  and  machines,  you'll  find  plenty  of  help  at 
^-M  office  near  you.  Because  no  matter  what 
uage  you  speak,  we  speak  your  language, 
munications. 

'Ssograph-Multigraph  Corporation,  Cleveland,  Ohio  44117 
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The  Top  500:  Net  Profits 


Pro  fits  have  usuaf/y  been  the  most  fundamental  measure  of  importance 
and  of  corporate  success.  With  present-day  bookkeeping,  however, 
it's  not  always  easy  to  know  what  profits  are  and  what  they  aren  't 


On  the  following  pages  Forbes 
shows  the  500  top  corporate  profit- 
makers.  In  inan\  wa>s,  net  profit  is 
the  most  important  of  all  the  cor- 
porate statistics.  In  some  ways, 
however,  it  is  the  least  reliable.  In 
most  cases,  it's  not  that  anybody's 
being  dishonest.  It's  just  that  the 
terms  "profits"  and  "earnings"  aren't 
precisely  measurable,  at  least  not  for 
years  after  the\  happen. 

The  simple  fact  is  that  the  discrep- 
ancies are  enormous  between  the 
ways  companies  can  and  do  keep 
their  books.  Look  at  it  this  way:  Who 
really  knows,  until  >ears  from  now, 
how  fast  a  given  piece  ot  equipment 
or  property  deteriorated  or  became 
obsolete?  And  yet  how  can  you  re- 
port a  profit  figure  unless  you  estimate 
depreciation? 

Or  how  do  \ou  distinguish  pre- 
tisel)  between  an  expense  and  an 
investment?  Is  developing  a  new 
product — a  product  which  does  not 
yet  produce  any  revenue — a  cost?  Or 
is  it  an  investment  in  the  future?  Com- 
panies have  huge  leeway  in  this  re- 
spect, and  many  of  them  take  advan- 
tage of  it. 

Complicate  it  ail  with  mergers,  ac- 
quisitions and  the  effects  of  inflation 
and  you  have  a  situation  so  comple.x 
that  precision  is  impossible.  The  re- 
ported bottom-line  figure  of  most 
companies  today  is  an  "iffy"  estimate 
and  little  more. 

It's  so  "iffy"  that  many  companies, 
such  as  Allied  C^hemical  and  Celanese, 
have  reported  profits  over  a  period  ot 
years  and  then,  suddenly,  have  taken 
a  huge  write-off  that  cancels  out  some 
of  the  profits  of  several  years.  Was  the 
company  really  that  profitable  in  the 
preceding  years?  The  fact  is  that  it 
wasn't,  yet  the  company  honestly  re- 
ported and  its  accountants  honestlv' 
certified  that  it  was. 

Then  there  is  the  matter  of  capital 
Kains.  Usually  a  capital  gain  is  taken 
into  earnings  in  the  year  in  which  it 
is  realized.  But  is  this  accurate? 
Suppose  the  actual  increase  in  value 
occurred  over  a  period  of  years,  as  it 
probably  did?  Wasn't  the  company 
understating  earnings  in  the  past  and 
overstating  them  now? 

All  this  is  no  mere  philosophical 
exercise.  The  growth  cult  reigns  su- 
preme on  Wall  Street,  and  billions  of 
dollars  ride  on  those  ever-rising  earn- 
ings curves.  Let  the  curve  falter  and 
huge   amounts   of  paper   value   melt 


Two  Views.  Herman  Bevis 
(above)  o^  Price  Waterhouse 
and  Leonard  Spacek  (below) 
of  Arfhur  Andersen  lead  fwo 
big  CPA  firms.  But  few  oc- 
counfants  disagree  more.  Bev- 
is supported  flowing  through 
the  investment  tax  credit. 
Spacek  opposed  it.  Bevis  was 
against  the  AICPA  rule  that 
in  all  cases  companies  de- 
duct full  deferred  income 
taxes  from  their  earnings. 
Spacek  supported  it. 

Disagreement  hasn't  hurt 
either  firm.  In  1967  PW  au- 
dited 217  NYSE  companies  to 
lead  all  CPA  firms.  Arthur  An- 
dersen was  second  with   187. 


away.  Consider  what  liapixiii-d  to 
Litton  Industries  when  its  earnings 
curve  first  turned  down  early  last 
year.  In  seven  days  Litton's  stock 
plunged  from  92  to  67,  a  market 
loss  of  $614  million.  Under  the  circum- 
stances, who  can  blame  managements 
for  putting  the  best  possible  face  on 
current  earnings?  Especially  since  the 
rules  are  so  flexible? 

Last  year  a  number  of  airlines 
dressed  up  their  earnings  by  switch- 
ing from  ll-year  to  12-  to  14-year  de- 
preciation on  their  aircraft.  Eastern 
Air  Lines  reduced  a  $1.91-per-.share 
loss  to  a  $1.06-pcr-share  loss  this 
way.  Pan  American,  American,  and 
Trans  World  Airlines  also  upped  their 
earnings   by  bookkeeping   changes. 

Dcpieciatioii  cliangcs  were  popu- 
lar in  the  steel  industi)'  also.  01 
the  eight  largest  st(!el  companies,  all 
switched  from  accelerated  deprecia- 
lion  to  .some  fojin  of  straight  line.  At 
U.S.  Steel  the  depreciation  change 
increased  profits  b\  an  estimated  $55 
million.  That,  coupled  with  the  adop- 
tion of  llie  flow-through  method  of  ac- 
counting for  tiic  invcstMienl  tax  credit, 
increased  U.S.  Steel's  earnings  per 
share  59'^,  from   $2.95  to  84.69. 

Earn  Now,  Pay  Later 

hut.  what  virtually  none  of  the 
conipanics  that  changed  theii  book- 
keeping bothered  to  point  out  was 
that  almost  every  pein)y  added  to 
1968  earinngs  by  accounting  changes 
was  being  snbtiacted  from  future 
earnings,  Investors  might  ponder  that. 

Of  course  all  the  changes  were 
certified  by  accountants.  And  many 
of  the  changes  were  made  with  strong 
justification.  "Our  old  depreciation 
policy  did  not  properly  reflect  the 
useful  life  of  our  planes, "  says  Charles 
Simons,  Eastern's  financial  vice  presi- 
dent, explaining  why  he  now  thinks 
Eastern's  Hoeing  727s  and  DC-9s 
really  will  last    12  to   15  years. 

But  the  latitude  is  there.  Last  year, 
for  example.  Gulf  Oil  expensed  over 
$110  million  of  exploration  and  dr>- 
hole  costs  while  Occidental  capitalized 
similar  costs. 

Cimbels  uses  the  fiist-in,  first-out 
method  for  inventory  accounting 
while  competitor  Federated  Depart- 
ment Stores  uses  the  last-in,  first-out 
method.  Lifo  accounting  has  decreased 
Federated's  earnings  a  total  of  $6.3 
million  in  the  last  four  years  over  what 
Fifo  would  have  reported.  This  hap- 
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pens  because,  in  inflationary  periods, 
the  cost  of  goods  sold  is  booked  high- 
er witli  Lifo  tlian  willi  Fifo. 

Boeing  is  expensing  the  overhead 
and  R&D  cost  of  its  747  jumbo  jet; 
Lockheed,  on  the  other  hand,  is  capi- 
talizing some  of  the  similar  costs  of 
its  competitive  L-lOll  Tri-Star  airbus. 
Deferring  these  and  other  charges  in- 
creased Locklieed's  1968  earnings 
from  $2  to  $3.96  per  share. 

Control  Data  capitalizes  part  of  its 
software  and  marketing  costs.  The 
result  has  been  to  increase  CDC  earn- 
ings roughly  50  cents  per  share  on  the 
average  during  the  last  four  years, 
over  what  it  would  have  reported  if 
it  had  expensed  the.se  co.sts  the  way 
Burroughs  and  General  Electric  do. 
It  has  also  upped  its  figures  by  taking 
into  earnings  anticipated  profits  on 
some  uncompleted  projects.  This  is  a 
common  practice  in  the  defense  in- 
dustry but  it  makes  it  hard  to  com- 
pare Control  Data  with  its  competi- 
tors in  the  computer  industry. 

Foreign  subsidiaries  are  another 
source  of  flexibility.  Johnson  &  John- 
son plays  it  conservatively.  If  it  had 
consolidated  the  1968  net  income  of 
its  foreign  subsidiaries,  its  earnings 
per  share  last  \ear  would  have  been 
about  19%  greater— $3.24  vs.  $2.73. 
Standard  Oil  of  California  took  the 
opposite  tack  {see  chart,  p.  116). 
From  1960  to  1966  it  withdrew  about 
$200  million  more  dividends  from  its 
subsidiaries  than  its  share  of  what  they 
earned  in  these  years,  upping  its  earn- 
ings roughly  10%. 

Even  a  simple  matter  such  as  the 
investment  tax  credit  is  handled  two 
different  ways.  Roughly  80%  of  com- 
panies, including  Babcock  &  Wilcox, 
Diamond  Shamrock,  and  Sundstrand 
Corp.,  flow  it  through,  thus  increasing 
their  reported  earnings.  Others,  such 
as  Johnson  &  Jolmson,  Textron  and 
General  Electric,  defer  it,  taking  it 
into  income  gradually  over  the  hfe  of 
the  new  plant.  If  a  company  switches 
from  one  method  to  another,  the  re- 
sults can  be  significant. 

All  this  flexibility  is  nothing  new. 
Certified  public  accountants  have 
recognized  it  for  years.  But  in  the 
past,  accountants  have  argued  almost 
unanimously  that  uniform  rules  were 
unrealistic.  Now  the  attitude  is  chang- 
ing. For  one  thing,  there  are  too  many 
clear  abuses — particularly  within  such 
industries  as  franchising,  computer 
leasing  and  conglomerates. 

Minnie  Pearl's  Chicken  System  re- 
ported earnings  of  $631,000  in  1967 
with  only  one  outlet  operating  12 
days.  The  "earnings"  came  from  the 
sale  of  franchises,  not  operations.  If 
Randolph  Computer  Corp.  kept  its 
books  the  way  International  Business 


LOCKHEED  AIRCRAFT 

EARNINGS  PER  SHARE 


5.29 
1966 

4.86 
1967 

2.00 
1968 

CHANGES:  Deferred  general,  admin- 
istrative, and  R&D  costs  associated 
with  long-term  government  contracts. 


^j^^.(Z^^ 


Cases  &  Cases.  Accounfing 
changes  can  impact  earnings 
significantly— as  in  the  case 
of  Lockheed  (above).  Some- 
times the  changes  give  a  fair- 
er picture  than  did  the  old 
method.  U.S.  Steel  (below) 
switched  to  accounting  that 
is  widespread  in  its  industry. 
Eastern  and  other  airlines 
could  argue  that  they  were 
now  depreciating  their  planes 
on  a  more  realistic  basis.  But 
some  changes,  such  as  those 
NVF  made  (see  p.  115), 
are    not   so   easily   defended. 


U.S.  STEEL 

EARNINGS  PER  SHARE 


4.60 
1966 

■ 

3.19 
1967 

2.95 
1968 

CHANGES:  Flowed  through  invest- 
ment tax  credit,  extended  depreci- 
ation, adopted  straight  line. 
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Machines  did,  it  would  have  yet  to 
show  a  profit,  instead  of  the  $1.82  per 
share  it  reported  last  year.  Account- 
ing for  acquisitions  is  the  most  free- 
wheeling of  all. 

For  a  glaring  example  of  account- 
iiig  differences,  look  at  the  computer 
industr\.  Price  W'aterhouse  &  Co. 
audits  both  IBM  and  Continental 
Computer  Associates,  a  computer  leas- 
ing company.  Continental  Computer 
buys  360  computers  from  IBM  and 
then  leases  them.  The  machines  are 
identical  to  those  leased  by  IBM.  The 
software  is  identical.  The  mainte- 
nance is  identical.  Yet  IBM  says  a  360 
will  have  a  life  of  four  years  and  uses 
accelerated  depreciation.  Continental 
Computer  says  a  360  will  have  a  life 
of  ten  years  and  uses  straight-line 
depreciation. 

This  has  practical  consequences. 
When  IBM  leases  a  computer  that  cost 
it  $1  million,  it  deducts  from  earnings 
a  depreciation  expense  of  $400,000  in 
the  first  year.  Continental  Computer 
has  a  depreciation  expense  of  around 
$100,000.  If  the  computer  was  leased 
at  $250,000  a  year,  IBM  would  show 
a  loss  in  the  first  year  of  rental  while 
Continental  Computer  would  show  a 
pretax  profit  of  $150,000.  Yet  Price 
Waterhouse  certifies  that  both  reports 
"fairly  present "  these  two  companies. 

This  shows  how  far  flexibility  can 
go.  Some  CPAs  aren't  happy  about  it. 
But  the  attitude  of  a  few,  at  least, 
isn't  encouraging.  Says  a  prominent 
official  of  the  American  Institute  of 
Certified  Public  Accountants  who  is  a 
senior  partner  of  one  firm:  "I  recently 
checked  to  see  if  we  had  any  com- 
puter leasing  companies.  I  don't  like 
them.  They  make  me  nervoui!." 

Changing,    but   Reluctarttly 

Gi\'ing  ground  slowly  and  often 
under  pressure,  the  CPAs  are  begin- 
ning to  come  around  to  the  view  that 
less,  rather  than  more,  flexibility  is 
called  for.  Leonard  Spacek,  chaimian 
of  big  Arthur  Andersen  &  Co.,  has 
long  criticized  off-again,  on-again 
changes  in  methods  of  reporting. 
"What  judgment  was  involved  by  the 
steel  companies  in  changing  their  de- 
preciation?" he  asks  rhetorically. 
"Onl\  one  thing.  How  did  the  change 
show  up  in  earnings?  How  did  it  af- 
fect the  stock  market?"  Spacek  has  a 
good  deal  more  company  now  than 
he  had  a  few  years  ago.  Since  mid- 
1966  there  have  been  nine  Opinions 
(rulings)  issued  by  the  American  In-J 
stitute.  Most  have  reduced  the  ac-| 
counting  options  open  to  management*} 
For  example: 

•  Opinion  8  (1966)  forced  com-; 
panics  to  charge  earnings  on  a  more; 
consistent  basis  for  pension  costs.  No 
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or  you 
who  think 
it's  a  jungle 

ut  there, 


Maybe  you  think  the  possibihty  of  the  earth 
turning  into  a  desert  is  a  big  laugh. 

But  a  lot  of  people  who  know  a  lot  about  our  water 
supplies  don't  think  it's  very  funny. 

The  simple  fact  is  that  we're  over-using  our  water 
supply.  For  drinking.  Around  the  house.  For 
business.  And  industry. 

Of  course,  we  wouldn't  point  out  a  problem 
like  this  unless  we  had  a  way  of  solving  it. 

We're  the  world's  leading  maker  of  water  cooling 
towers.  Instead  of  wasting  water,  cooling  towers 
conserve  it.  By  recirculating  it  over  and 
over  again. 

We're  working  like  a  dog  to  conserve  the  world's 
water  because  we  think  it's  better  to  have  to 
work  like  a  dog  to  keep  your  head  above  water 
than  to  have  no  water  to  keep  your  head  above. 

Nobody  takes  the  heat  off  like 

MARLEY^ 


it  could 
be  worse. 

fe  Marley  Co.,  Executive  Offices.  202W.  Gregory.  Kansas  City.  ti^o.  816/361-2222.  Offices,  plants  and  affiliates  throughout  the  world. 
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OUR  BAG 

We  believe  in  doing  our  thing.  Our  thing— producing  highly 
sophisticated,  difficult-to-make  metals  and  alloys  for  highly 
specialized  uses  and  markets.  While  others  have  diversified  into 
new  products  and  new  businesses,  Latrobe  has  stayed  exclu- 
sively with  steels.  Our  expansion  and  modernization  program, 
our  new  rolling  mill,  fill  today's  growing  need  for  better  metals. 
Our  bag  is  steels.  Latrobe  is  a  specialty  steel  company. 

LATROBE    STEEL    COMPANY,    LATROBE,    PA. 


LATROBE 

The  Specialty  Steel  Company 


Varo:  Part  of  the  outdoor  recreation  picture. 


What  do  you  think  of  when 
you  think  about  an  elec- 
tronics company? 

Most  of  the  time  you  associ- 
ate electronics  with  serious  things. 
Computers,  business  equipment  and 
systems,  space  and  military  vehicles.  Things 
like  that. 

Varo  makes  electronic  components  for  use 
in  all  of  these  applications,  but  we  also  make 
components  for  equipment  used  in  one  of  the 
country's  fastest-growing  outdoor  recreation 
activities,  boating. 

To  be  specific,  we  developed  an  integrated 
bridge  rectifier  for  one  of  the  leading  outboard 


motor  producers. Used  with 
the  alternator  it  helps  main- 
tain a  high  state  of  battery 
charge  for  instant  starts,  and 
protects  the  ignition  circuit  in  case 
of  voltage  surge. 
This  product  demonstrates  the  technical 
leadership  and  scientific  achievement  across  a 
broad  spectrum  that  has  contributed  so  much 
to  our  company's  growth,  and  is  reflected  in 
all  of  the  product  lines  throughout  Varo. 

For  a  detailed  picture  of  where  the  company 
has  gone  and  what  it  has  done  since  its  incep- 
tion in  1946,  write  for  our  annual  report.  Ad- 
dress requests  to  Public  Relations,  Dept.  F-1. 


o 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  Bldg..  P.O.  Box  411,  Garland,  Texas  75040 
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longer  could  a  eoinpaiiv  do  what 
U.S.  Steel  did  in  1958.  With  earning.s 
falling,  it  cut  employee  benefit  and 
pension  contributions  from  a  pre-1958 
level  of  $240  million  to  $250  million 
to  around  $140  million.  Temporarily 
reducing  this  expense  enabled  U.S. 
Steel  to  report  earnings  per  share  of 
$5.13  instead  of  roughly  $4.34. 
-  •  Opinion  9  (1966)  made  it  clear 
that  extraordinary  gains  and  losses 
should  be  reported  separately  from 
operating  profits,  but  should  be  re- 
flected in  the  final  earnings  figure. 
This  outlawed  the  way  American 
Standard  handled  a  1966  loss.  In- 
stead of  reflecting  a  $17.9-million 
write-off  of  plants  and  some  opera- 
tions in  its  net  income,  American 
Standard  deducted  the  $17.9  million 
from  stockholders'  equity.  This  en- 
abled it  to  report  earnings  per  share 
of  $1.01.  But  under  Opinion  9  it 
would  have  reported  a  net  loss  of  78 
cents  a  share. 

•  Opinion  10  (1966)  reduced  the 
ability  of  a  company  to  manage  its 
earnings  by  adjusting  the  flow  of  divi- 
dends from  a  subsidiary.  For  exam- 
ple, in  1967  Newmont  Mining.; 
despite  a  5/2  month  strike  in  the  cop- 
per industry,  reported  an  earnings  pei 
share  figure  of  $5.33,  an  18-cent-per- 
share  gain  over  1966  earnings.  New-; 
mont  did  so  by  paying  itself  heftV 
dividends  from  the  surpluses  of  do- 
mestic subsidiaries,  some  of  whicF 
were  losing  inoney.  Opinion  10  makej 
that  unacceptable. 

Drop  in  the  Bucket 

What  the  accountants  have  done  a 
far  is  small,  however,  compared  witl 
what  remains  to  be  done.  Part  of  th< 
profession's  slow  pace  is  due  to  heav; 
pressure  from  corporations,  which  an 
generally  even  less  eager  for  tighte 
rules  than  are  the  accountants. 

Take  the  current  question  of  banl 
accounting.  When  banks  report  ne 
earnings  per  share,  they  don't  deduc 
loan  losses  or  securities  losses.  If  the 
did,  as  the  AICPA  has  urged,  in  196f 
a  year  in  which  many  banks  took  bi 
losses  on  sales  of  bonds,  most  banl 
would  have  shown  much  lower  pro 
its.  On  the  other  hand  their  profi' 
could  be  higher  in  years  when  the 
had  gains  on  securities. 

The  banks  make  a  case  for  the  sy 
tern.  They  claim  that  taking  securitit 
losses  one  year  and  gains  anoth< 
would  create  wild  fluctuations  in  tl 
earnings-per-share  figure.  A  currei 
compromise  is  to  amortize  these  s 
curities  gains  and  losses,  as  well  i 
the  provisions  for  loan  losses,  ov 
six  years.  But  this  system  isn't  perfe 
either.  It  "can  produce  distortions 
(Continued  on  page  110) 
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Keystone 

is  big  in  education  with  its  own  3  R's 


2%  of  Keystone  sales  come 
$42  billion  education  mar- 
serve  it  well  with  a  broad 
building  products,  school 
uid  equipment. 

subpurlins  (roof  supports) 
orcement,  for  example,  help 
w  clear-span  assembly  halls. 
'  walls  are  more  durable, 
Drative  because  of  Key  wall's 
imer  Strength".  And  with- 
ools,  themselves,  you'll  find 
dence  of  Keystone  product 
'  in  furniture  parts,  ring 
and  springs  for  ballpoint 
e  even  make  the  guards  in 
lielmets.) 


Roofs, 

Rulers, 

Ring  Binders 


The  new  high  school  at  Ralston,  Nebraska, 
is  distinguished  by  its  unique  domed 
buildings  with  clear-span  areas  inside. 
Keystone  subpurlins  and  reinforcement  make 
this  fire-resistant  roof  system  possible. 


All  this  and  more  from  25  Keystone 
plants  in  14  states.  A  fast-growing 
manufacturing  complex  selling  to 
fast-growing  markets.  Like  educa- 
tion. 

For  more  about  what  Keystone  is 
up  to,  ask  for  our  annual  report. 
Write  Keystone  Consolidated  In- 
dustries, Inc.,  Peoria,  Illinois  61607. 


You'll  find  Keystone  special  steels 
in  rulers,  in  ring  binders,  even  in 
springs  for  ballpoint  pens.  You 
name  the  application,  Keystone 
research,  metallurgy,  production 
and  fabrication  specialists  can  tailor 
the  best  steel  for  the  job. 


Keystone  Consolidated  Industries,  Inc. 


ATIONAL  LOCK 

ROCKPORO.    tLUINOlS 


CHICAGO 

Steel  &  Wire 


BROOERICK   t    BASCOM   ROPE   CO. 


J\IU  JXAidSTATES 


KEYSTOnE 

STEELE  WIRE  DIVISIOn 


UNIVERSITY  PARK  ANE 


UNIVERSITY  PARK  IN  CLEAR  LAKE  CITY— The  University  of  Houston  begins  work  next  year  on  its  $3 
million  Clear  Lake  City  Center  to  answer  the  academic  needs  of  this  burgeoning  scientific  community. 


In  Bayport 


Plant  Construction  Activity  is  Booming 


With  more  than  $165  mil- 
lion worth  of  plants  an- 
nounced and  18  firms  hold- 
ing sites,  the  Bayport  Indus- 
trial Development  located  3 
miles  northeast  of  Clear 
Lake  City  is  the  center  of 
industrial  progress  on  the 
Texas  Gulf  Coast. 

Celanese  Chemical  Co.  has 
started  work  on  additional 
units  to  increase  annual  pro- 
duction capacity  from  175 
million  pounds  to  1.475  bil- 
lion. Lubrizol  is  constructing 
a  major  additives  manufac- 
turing plant,  Big  3  has  a  $10 
million  expansion  of  its  cryo- 
genics plant  in  progress,  and 
Lone  Star  Cement  is  con- 
structing a  ready-mix  con- 
crete plant. 

Oxirane  Chemical  Co.  and 
FMC  Corporation  have  just 
placed  multi- million -dollar 
plants  on  stream.  Additional 
construction  is  extending 
power  lines,  rail  leads,  and 
other  service  facilities. 

Other  plants  in  operation 
at  Bayport  are  American 
Cryogenics,   Bayport  Fabri- 


cating, Dixie  Chemical,  Hal- 
dor  Topsoe,  Humble  Pipe 
Line,  Southwest  Latex  and 
Velsicol  Chemical. 

Other    landholders    are 


ARCO  Chemical,  Gulf  Coast 
Chemicals,  Houston  Lighting 
and  Power,  Lockheed,  and 
Petrolite  Corp. 

Also   in   operation   is  the 


Bayport  Channel,  no 
barge  terminal  facility  t 
expanded  for  ocean-g 
shipping. 


PHILCO  BUILDING— A  portion  of  Philco-Ford's  1,325  employees  occupy  this  52,000-square-foot  building  in  Clear  Lake  City's  Ui 
Park.  Philco-Ford  is  a  prime  contractor  for  Mission  Control  Center  at  the  Manned  Spacecraft  Center.  Philco-Ford  also  has  fi 
for  electronic  equipment  assembly  in  Industrial  Park  South. 


DUSTRIAL  PARK  SOUTH 


NOUSTRIAL  AREA  i  ~  ::\  1:}.:;;  n-j-!  'est  c'  '  -;r  space  in  four  buildings 
€j  oy  tenants  in  Industrial  Park  South.  Pictured  here  are  buildings  housing  Gulf 
-.  Storage,  North  American-Rockwell  Corporation's  Space  and  Information 
.  sion,  LTV's  Space  Technology  Corporation  which  holds  NASA's  exhibits  con- 
-  &  Root-Northruo's  Logistics  Support  Department,  Philco-Ford's  Education 
;  Services  Division,  Lockheed  Eiectronic's  electro-mechanical  laboratory 
•?n  Aerospace  Systems  group,  and  offices  of  Taft  Broadcasting  Company. 
:  a  building  directly  across  the  street  that  houses  Philco-Ford's  Houston 
;    tribution  Center  and  manufacturing  area. 

ling  Institute  furnishing  manpower 


Two  prime  locations 
near  Houston 

Located  in  the  mainstream  of  scientific  achievement, 
Clear  Lake  City's  University  Park  offers  an  excellent  en- 
vironment for  the  challenge  of  new  endeavors. 

University  Park's  500  acres  are  set  aside  for  research 
and  technical  service  facilities,  computer  centers,  engi- 
neering and  related  administrative  offices.  It  will  be  home 
for  the  University  of  Houston's  new  Clear  Lake  City 
Center,  a  $3  million  higher  educational  facility  to  be  built 
next  year. 


?  fast-growing  Lock- 
Training  Institute  is 
uartered  in  Clear  Lake 
The  Institute,  open  to 
ualified  student,  offers 
ler  and  advanced  tech- 
training  in  electronics 
ata  processing,  along 
jch  personnel  develop- 
courses  as  effective 
unications  and  speed 
ng.  LTI's  diversified 
Culum  and  course- 


schedule  flexibility  cater  to 
either  full  or  part-time  stu- 
dents. It  provides  counseling 
and  free  aptitude  testing.  Its 
enrollment  includes  students 
seeking  basic  education  and 
others  upgrading  to  meet 
changing  job  requirements. 
It  also  serves  industry  with 
on-premise  training.  The  In- 
stitute operates  as  a  depart- 
ment of  Lockheed  Electro- 
nics Company. 


gwood  Properties,  Clear 
E[e  City 


-wood  is  managing 
•vith  King  Ranch, 
to  administer  50,000 
of  land  located  north- 
f  Houston.  Details  of 
cod  development  are 
formulated. 
31ear  Lake  City,  four 
ntial  subdivisions,  with 
ulation   already  more 

600.  are  being  devel- 
'ith  homes  priced  from 
0  tb  $4.5,000.  Apart- 

duplexes  and 

ouses  offer 
ety  of 
ig  to 
ivery 
Nation- 
p-rated 
s.church- 
ipping 
s,  unparal 
ecreational 

ies  and  office  complexes 
■o  complete  and  in  use 


in  Clear  Lake  City.  Nearby 
Houston  contains  a  wealth  of 
cultural,  entertainment  and 
sports  attractions. 


Adjoining  University  Park 
is  Industrial  Park  South,  an 
area  devoted  to  light  manu- 
facturing, service  and  distri- 
bution businesses. 

Clear  Lake  City  is  a  15,000- 
acre  "new  town"  project  sur- 
rounding NASA's  Manned 
Spacecraft  Center  just  20 
minutes  from  downtown 
Houston,  off  Interstate  45 
toward  Galveston. 

Some  20  aerospace  and  re- 
search firms  are  located  in 
Clear  Lake  City,  including 
The  Boeing  Company, 
Brown  &  Root-Northrup, 
ITT/ Federal  Electric,  Link 
Group  of  General  Precision, 
Lockheed,  North  American- 
Rockwell  and  Philco-Ford. 

Centrally  located  within 
easy  driving  distance  of  mas- 
sive industrial  complexes, 
business  and  commercial 
centers.  Clear  Lake  City  is  a 
natural    location    for    engi- 


neering and  technical  service 
offices,  service  and  supply 
industries. 

The  existing  core  of  busi- 
ness and  aerospace  activity 
has  generated  a  large  pool 
of  competent  personnel,  and 
has  established  the  area  as  a 
focal  point  of  inventive,  ag- 
gressive scientific  acumen. 
Nearby  educational  institu- 
tions such  as  Rice  University 
and  existing  service  facilities 
are  added  incentives  for 
firms  to  locate  in  these  parks. 

With  its  proximity  to  the 
Gulf  of  Mexico,  University 
Park  is  an  excellent  location 
for  oceanographic  research 
and  administration. 

Being  a  part  of  an  estab- 
lished project  offering  cus- 
tomary community  services 
and  utilities,  both  University 
Park  and  Industrial  Park 
South  are  ready  for  immedi- 
ate construction. 


FRIENDSWOOD 
DEVELOPMENT  COMPANY  j^ 

A  subsidiary  of  Humble  Oil  &  Refining  Company    ^ 
The  folks  who  put  a  tiger  in  your  tank! 


For  more  information,  write  on  your 
company  letterhead  to:  S.  M.  Whitehill, 
Box  2180,  Dept.  F-2,  Houston, 
Texas  77001,  (713)  221-3133.  Your 
inquiry  will  be  treated  in  strict 
confidence. 
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{Continued  from  page  106) 
the  performance  of  future  years  that 
will  result  in  misunderstandings  and 
will  require  endless  explaining,"  says 
Bankers  Trust  Chaimian  William  H. 
Moore.  He  is  right.  But  neither  does 
the  current  system  represent  the  true 
situation.  There  are  no  easy  answers. 
Accounting  is  a  simplification  of  com- 
plexities, and,  like  any  simplification, 
it  can  lead  to  distortions. 

A   Family  Argument 

Herman  W.  Bevis,  the  senior  part- 
ner of  Price  Waterhouse,  warns 
against  imposing  too  many  rules,  too 
many  simplifications.  He  thinks  ac- 
counting should  remain  flexible.  He 
disagrees  with  Leonard  Spacek. 

Bevis  points  out  that  he  is  not 
against  the   goal   of  unifomiity.   "No 


AMK  CORP. 

EARNINGS  PER  SHARE 


H 

1.51 
1967 

^^^H 

0.45 

1.24 
1968 

1966 

CHANGES:  Switched  from  LIFO  to 
FIFO,  decreased  pension  payments, 
adopted  straight  line  depreciation. 


one  argues  against  applying  the  same 
accounting  rules  to  similar  situations," 
he  says.  Rather  he  befieves  that  uni- 
formity is,  from  a  practical  point  of 
view,  impossible.  "The  difficulty  is  to 
find  facts  and  circumstances  that  are 
similar,"  says  Bevis.  "Beyond  a  few 
cases,  it  is  impossible." 

Bevis  and  those  who  think  like  him 
argue  that  CPAs  have  never  claimed 
that  eamings-per-share  figures  are 
precisely  comparable  among  difterent 
companies  and  diff^erent  industries. 
"The  investor  is  badly  fooled  if  he 
thinks  he  can  take  the  eamings-per- 
share  figure  alone  and  make  a  valid 
decision,"  says  Bevis.  "You  fellows 
[financial  writers]  are  doing  a  great 
disservice  if  you  hold  out  this  pot 
of  gold  to  investors  telling  them  that 
they  need  look  only  at  the  earnings- 
per-share  statistics."  In  effect,  Bevis 
is  saying  that  if  people  are  stupid 
enough  to  bet  their  savings  on  earn- 
ings-per-share  data  alone,  that's  their 
mistake. 

Not  so,  replies  Leonard  Spacek.  He 
argues  like  this:  "Investors  expect  and 
deserve  comparable  earnings-per- 
share    data.    Millions    of    dollars    are 


BALTIMORE 
GAS  and  ELECTRIC 

EARNINGS  PER  SHARE 

2.32 


H^^^ 

2.10 
1966 

2.21 
1967 

2.11 
1968 

CHANGES:  Capitalized  interest, 
adopted  accelerated  depreciation  re- 
ducing tax  expense. 


being  invested  on  this  figure.  You  ma\ 
say  that  the  stock  market  is  irrational 
and  you  may  say  you  don't  like  that. 
I  say  that  it  is  there.  The  market  is 
like  TV.  Even  if  you  dislike  it,  it 
won't  go  away." 

Fooling   with   Pooling 

The  AICPA's  major  upcoming  test 
will  be  how  it  handles  the  pooling- 
purchase  problem.  Both  are  recog- 
nized methods  for  accounting  for 
acquisitions.  But  pooling,  in  particu- 
lar, has  come  under  increasingly 
strong  attack.  "Pooling  is  a  dirty  word 
and  it  should  be,"  says  Joseph  B. 
Collinson,  executive  vice  president  for 
finance  and  administration  at  Te.xtron. 
"It  has  gotten  out  of  hand." 

Pooling  works  like  this.  Suppose  a 
soft-drink  company  with  assets  of 
$100  milhon  wants  to  expand  into  the 
candy  business.  It  has  the  distribu- 
tion; all  it  needs  is  a  plant.  It  finds  a 
company  with  a  plant  that  it  can 
buy  for  $10  million  in  stock.  The 
plant   has   a   depreciated   book   value 


AETNA 
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3.32 
1966 

■■H 

2.84 
1967 

2.04 
1968 

CHANGES:   Included    realized   capital 
gains. 


of  only  $6  million.  B\-  pooling, 
soft-drink  company  takes  the  p! 
onto  its  books  at  S6  million,  e 
though  it  paid  $10  million  for  it.  1 
way  its  depreciation  "cost"  is 
less  than  if  it  had  built  the  plant  it 
for  $10  million.  Thus  poohng  accoi 
ing  results  in  S4  million  more  fut 


EASTERN  AIR  LINES 

EARNINGS  PER  SHARE 


CHANGES:  Capitalized 
costs  of  putting  new 
equipment  in  service, 
extended  depreciation. 


/Atcc    COaXiXCt^uA,^  rw/. 


pretax  profits  than   construction  cl 
new  plant. 

But  the  alternati\e  to  pooling 
has  defects.  In  the  purchase  metl  | 
part   of   the   difference   between  i 
cash    purchase    price    and    the   t 
\'alue   can    be   put    on    the   boob' 
goodwill.    But   the   accountants  d 
require  that  goodwill  be  amortize^  l 
an  expense.  Thus,  as  in  pooling,  e  |i 
ings  are  often  higher  than   if  a  J 
plant  had  been  constructed.  " 

Purchase  works  in  reverse  too  v  m 
a  compan\-  acquires  another  for  -s 
than  its  book  value.  For  exampli  ii 
196.5    Armour    paid    $8.3    millioi 
Baldwin-Lima-Hamilton,  a  macli 
company.       Baldwin-Lima-Hamil  i- 
book  value  was  S  104.7  million.  An  w 
is  taking  $12.5  million  of  the  " 
million    difterence    between    tht 
million    it    paid    and    Baldwin-L  la- 
Hamilton's  $104.7  million  book  •  uc 
into   income  over   TA  years.   Th  re- 
maining $9.2  million  is  added  t   " 
cumulated  depreciation  with  the 
of    decreasing   Aniiour's    deprec 
expense  by  this  amount  over  a 
tended  period  of  >ears.  Thus,  tl 
nothing  has  X  alhj  changed,  the 
bined  earnings  of  the  two  comi 
are  now  automatically   $21.7  n 
greater  than   the   total   of   thai 
separate    earnings.    Last    year;, 
mour's  "ill  will"  added  28  cenll 
share  to  its  earnings,  giving  it  ea  | 
per  share  of  SI. 32  instead  of  $1 

Bewildering?    Yes.     Even    th 
{Continued  on  page  115)\ 
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^ereNal... again 

BuOJI-ll  JUl 


For  the  second  year  in  a  row  Bethlehem  poured  more  tons  of  BOF  steel  than  any  other  producer  In  the  nation. 

And  now  two  new  basic  oxygen  furnaces 
at  our  Bethlehem  plant  increase  our  capacity 


Making  steel  in  a  basic  oxygen  furnace  (BOF)  is  the 
fastest  and  most  efficient  steelmaking  methQd  in 
the  world. 

With  our  five  such  furnaces,  we  topped  all  other 
American  producers  in  1968  by  pouring  a  record  ton- 
nage of  basic  oxygen  steel. 

In  December,  our  capacity  was  further  increased 
when  two  new  basic  oxygen  furnaces  went  "on 
.stream"  at  our  Bethlehem,  Pennsylvania,  plant.  And 
two  more  new  furnaces,  now  abuilding,  will  start  up 
early  next  year  at  our  Burns  Harbor   Indiana,  plant. 


^  .■  wt  new  BOF  shop  at 
M«tM«t)efn,  Pennsylvania,  plant 


This  will  bring  our  BOF  total  to  nine. 

Moving  ahead  with  basic  oxygen  steel  helps  us 
serve  our  customers  better.  With  our  high-speed 
oxygen  furnaces,  we  can  turn  out  a  "heat"  of  steel  of 
excellent  quality  in  just  40  to  50  minutes  ...  10  times 
faster  than  by  the  open-hearth  method. 

New  and  better  steels  .  .  .  faster  and  more  efficient 
methods  of  making  and  finishing  steel  .  .  .  improved 
customer  service.  These  are  all  continuing  goals  at 
Bethlehem  Steel. 


BETHLEHEM  STEEL 


BtTHI 
ST 


EHEM 
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When  life  hands  out  lemon 
make  lemonade. 


Westinghouse  version: 

solve  social  problems, 

create  growth. 


Westinghouse  sees  today's  social 
problems  as  both  a  business  respon- 
sibility and  a  business  opportunity. 

We  have  capabilities  that  can  directly 
help  to  solve  some  of  those  prob- 
lems. We  are  putting  them  to  work 
toward  that  goal.  For  example  . . . 

The  city  traffic  problem 

Westinghouse  has  developed  a 
computerized  rapid  transit  system 
that  can  operate  on  a  90-second 
schedule  around  the  clock.  It  has 
been  successfully  tested  in  Pitts- 
burgh, and  is  being  evaluated  by 
other  cities. 

The  air  pollution  problem 

Westinghouse  supplies  nuclear 
power  plants  that  generate  no  fumes. 
Seven  in  operation,  33  in  various 
stages  of  design. 

We  expect  in  time  to  market  a  no- 
exhaust  "city  car,"  an  automobile 
powered  by  electricity. 

The  housing  problem 

Westinghouse  is  working  on  many 
innovative  systems  to  cut  the  cost 
of  urban  development.  Housing  units 
are  planned  or  under  construction  in 
a  number  of  major  cities.  IVIost  im- 
portant, we're  building  communities 
and  human  dignity — not  just  housing. 

The  education  problem 

Westinghouse  is  creating  unique 


education  systems  that  allow  each 
student  to  learn  at  his  own  pace 
and  to  the  limits  of  his  ability. 

The  job  problem 

We  have  developed  systems  to  help 
the  nation's  disadvantaged  become 
productive  members  of  the  economy. 

In  36  cities  we  are  hiring  disadvan- 
taged people,  training  them,  and 
moving  them  into  regular  Westing- 
house jobs.  In  Pittsburgh,  we  are 
opening  a  plant  in  a  predominantly 
black  neighborhood,  where  jobs  are 
badly  needed. 

The  health  care  problem 

We  are  using  a  systems  approach 
to  provide  better  medical  care  for 
more  people.  Example:  a  heart  room 
that  enables  one  nurse  to  monitor 
the  hearts  of  ten  patients,  and  speed 
treatment  by  identifying  trouble 
early. 

The  demand  Is  there 

These  social  needs  must  be  met. 

Ideas  and  products  that  meet  them 
effectively  will  open  new  markets 
and  new  opportunities. 

Westinghouse  sees  it  all  as  a  chance 
to  make  lemonade,  for  a  lot  of  people. 


You  can  be  sure  if  it's  Westinghouse 
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Westinghouse . . .  we  serve  people 
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It's  easy  for  greenhouses  t<f  get 
the  exact  temperature  that's  right  tor 
growing  each  type  of  flower.  Because 
'^Bs  infra-red  healers  can  be  precisely 
_  gulated,  even  in  different  open 
areas  of  the  same  building.     ^ 

In  fact,  Gas  burners  actually  ^^?i " 
enrich  the  greenhouse  atmosphere.^ 
The  result?  Larger,  healthier,  " 

faster-growing  plants.  4 

Gas  Infra-red  heaters  work  so     J 
efficiently  because  they  warm  objects 
and  people  directly.  So  heat 
doesn't  get  wasted  on  a  lot 
of  air  In  between. 

—  Whether  you're  growing  a  plant, 
..  operating  one.  Gas  infra-red  can 
help  you  solve  your  difficult  * 

heating  problems.  Just  ask  your  local 
Gas  Company  Sales  Engineer     .^ 
to  tell  you  how.  "^         ■    W- 

[^  AMERICAN  GAS  ASSOCIATION,  INC. 


>< 


Gas  give 


lers  somethin 
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(Continued  from  page  110) 
■ountants  are  confused.  The  AICPA 
s  now  trying  to  figure  out  how  to 
iccount  for  acquisitions.  "We  have  a 
ive-man  committee  that  has  at  least 
ix  opinions,"  says  46->ear-old  Leon- 
j-d  NI.  Savoie,  executive  vice  presi- 
lent  of  the  AICPA.  "One  thing  we 
ire  sure  of.  Some  way  has  to  be  found 
o  curb  the  abuses." 

It  won't  be  easy.  To  clear  up  the 

buses  of  poohng  and  purchase,  ac- 

(ountants  are  having  to  question  one 

f  their  most  cherished  assumptions: 

hat  the  books  of  a  company  should 

eflect  the  cost  of  assets  rather  than 

heir  current  value.    The  typical  bal- 

nce    sheet   considerabK    understates 

tie  company's  true  value,"  says  Her- 

ert  C.  Knortz,  a  senior  vice  president 

t    International    Telephone    &    Tele- 

raph.  "This  disparit\    often  finds  its 

a\   into  the  acquirer's  earnings.' 

On  another  front  accountants  have 

hanged  their  basic  philosophy.  Until 

few  years  ago  CPAs  treated  earn- 

igs  per  share  with  an  airy  disdain, 

ot  even  requiring  that  the  figure  be 

idited.  The  mood  has  changed.  The 

roliferation  of  convertible   securities 

nct'd   it   to.   The>    made   a   mockerv 

f  reported  earnings  for  many   finns. 

here  much   of   the  equity   was   dis- 

iiised  as  debt  or  as  preferred  stock. 

Late  in  1966  the  accountants  final- 

'  came   to  grips   with   the   problem. 

he\   issued  Opinion  9  which  recom- 

lended  that  earnings  per  share,  not 

ni)l\    total  earnings,  be  included  in 

fi\     single    audited    income    state- 

eiit.     They     further     recommended 

lat  a  second  earnings-per-share   fig- 

e  be  given  where  the  possibility  of 

naterial '  dilution  was  present.  Most 

)ni[)anies     have    complied.     But     in 

ui\    cases   the   situation    is   clouded 

the  existence  of  large  numbers  ot 

II rants.   The  AICP.A   is  working  on 

fi)nnula    for   figuring    tlie   potential 

lution   effect   from   warrants,   but   it 

so  complicated   that   few  investors 

ill  understand  it. 

The  simple  truth  is  that  any  man- 
cement  that  wants  to  confuse  or  mis- 
ad  the  public  can  do  so.  But  where 
le  will  to  clarify  is  present,  so  are 
e  means.  Monsanto,  for  example, 
esents  a  very  detailed  per-share 
;planation  of  the  reasons  for  earnings 
creases  or  declines.  Textron's  finan- 
al  highlights  page  is  a  model  of  how 
conglomerate  should  report  its  earn- 
gs  growth  resulting  from  pooling, 
iamond  Shamrock  is  perhaps  the 
ily  company  to  compute  its  fully 
luted  hook  value  per  share.  This 
ar  Armour  joined  the  growing  num- 
Jr  of  companies  that  set  their  foot- 
)tes  in  standard-size  type,  rather 
an  the  small,  difficult-to-read  type 


still  favored  by  such  companies  as 
City  Investing  and  F.  W.  WooKvorth. 
U.S.  Steel  clearly  reported  its  account- 
ing changes  on  its  financial  highlights 
page,  rather  than  burying  them  in 
footnotes  as  AMK  did. 

The  problem  is  that  a  minority  does 
stretch  accounting  principles  to  their 
limits.  This  pressures  responsible 
managements  to  do  the  same.  "In 
today's  environment, "  says  Walter 
Frese,  a  professor  at  the  Harvard 
Business  School,  "management  is 
being  demotivated  from  telling  it  like 
it  is.  The>  look  at  the  cold  facts  of 
life.  His  competitor  has  improved  his 
earnings  b\'  more  liberal  accounting. 
So,  he  asks,  'why  should  I  make  mar- 
tyrs of  my  stockholders?'  ' 

"It  is  a  kind  of  Gresham's  Law," 
says  Lee  J.  Seidler,  who  writes  an 
accounting  newsletter  for  Equity  Re- 
search Associates,  a  Wall  Street  firm. 
"Accounting  principles  that  produce 
higher  income  tend  to  drive  out  those 
that  produce  lower  income." 

Aggravating  the  situation  is  the  fact 
that    man\     big    companies,    such    as 


NVF  COMPANY 

EARNINGS  PER  SHARE 


0.47 


0.48 


1967 


0.63    I 


CHANGES:  Decreased  pension  pay- 
ments, flowed  through  investment  tax 
credit,  adopted  straight  line. 

1966:  FORBES  estimate 
1967,  1968:  39  weeks,  unaudited 


IBM,  have  actually  understated  their 
income  through  fast  depreciation.  This 
makes  it  easier  for  the  slick  operators 
to  argue  that  their  accounting  meth- 
ods are  no  more  misleading  than  those 
of  established  companies.  "Under- 
stating income  is  just  as  serious  as 
overstating  income,"  sa>'s  Leonard 
Spacek.  "An  investor  may  undcixalue 
and  sell  at  too  low  a  price. ' 


Pay  Now,  Enjoy  Later.  Most  criticism  of  corporate  bookkeeping  centers 
around  cfionges  made  for  the  purpose  of  making  earnings  look  better. 
But  some  changes  are  deliberately  designed  to  make  them  look  worse, 
not  out  of  masochism  but  to  clear  the  decks  for  the  future.  When  John 
Brooks  (left)  took  over  the  top  job  at  Celanese  in  early  1968  he  wrote 
off  $135  million  in  assets.  The  medicine:  a  plunge  in  earnings  from 
$4.12  per  share  in  1967  to  a  deficit  of  $6.11  per  share  last  year.  The 
reward:  With  doubtful  assets  off  the  books,  Brooks  and  Vice  President 
James  Scott  Hill  (right)  reported  at  last  month's  annual  meeting  that 
Celanese'    earnings    in    the    first    quarter    were    the    best    in     19    years. 
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San  Diego:  The  nation^s 
eighth  biggest  builder. 

San  Diego  last  year  ranked  £ighth  in  the  Dun  &  Bradstreet  study  of  metro- 
politan area  construction. 

With  a  $258.2  million  total,  San  Diego  placed  ahead  of  many  larger  cities- 
including  Detroit,  Baltimore,  Cleveland,  Washington,  St.  Louis  and  San  Francisco 
—and  was  within  $1  million  of  seventh-place  Philadelphia.  San  Diego's  towering 
total  for  1968  marked  a  70  percent  gain  over  1967,  the  second  largest  per- 
centage increase  among  the  top  ten  cities  on  the  list. 

And  electric  power  sales  in  San  Diego  rose  11.2  percent  during  the  past  year, 
as  compared  with  10.2  percent  increase  for  Los  Angeles  and  8.6  percent  for 
San  Francisco. 

Most  economists  predict  that  1969  will  be  even  better  than  1968  for  con- 
struction. San  Diego  Gas  &  Electric  Company  is  ready  for  it  —  ready  with  power 
to  sustain  the  boom  and  the  solid,  long-range  growth  to  follow. 


^D?£)  San  Diego  Gas  &  Electric  Co. 


k YOUNG  RADIATOR  COMPANY 

"General   Offices:    Racine,   Wisconsin   53403 

Radislori  •  Hvat  Exchtngers  •  Oil  Cool«ra  •  Unit  Heaters 


Fiberglass 

HATTERAS 


William  Atkinson,  Hansen  Flor- 
ida west  coast  Hatteras  represen- 
tative, has  much  experience  year 
around  fitting  out  both  wood  and 
fiberglass  boats.  The  Hatteras  he 
says  saves  about  80%  on  hull 
upkeep.  Write  for  dealer's  name. 
For  portfolio  of  color  literature, 
enclose  $1.00.  Send  to  2369  Kivett 
Drive,  High  Point,  N.  C.  27261 


4"> 


Hatteras  Yacht  Division 

North  .American  Rockwell 


$6.00- 
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WHICH  EARNINGS? 


"■"19661  Standard  Oil  Com- 

^^Hig67  >  P^"y  °^  California: 
j  Reported  Earnings 
■■1968  J  per  Share 


3.00- 

1963 

__l 


1964 

I 


1965 

I 


1966 


One  accounting  option  open 
to  management  is  whether  or 
nof  fo  consolidate  the  results 
of  50%-ownecl  or  foreign 
subsidiaries.  This  can  have  a 
big  impact  on  earnings.  In 
1966  Standard  Oil  of  Cali- 
fornia reported  earnings  per 
share  of  $5.51.  The  following 
year  it  restated  its  1966 
earnings  to  include  the  re- 
sults of  50%-owned  subsid- 
iaries. That  brought  1966 
earnings  down  to  $4.97. 
Then,  in  1968,  it  restated 
earnings  again,  this  time  to 
include  the  results  of  foreign 
subsidiaries.  This  brought 
1966  earnings  down  to  $4.78, 
a    13%   decline  from   $5.51. 
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"When  a  CPA  signs  a  report  he  ij 
only  saying  that  generally  acceptec 
accounting  principles  were  followed,' 
says  John  C.  Burton,  a  professor  at 
Columbia's  Graduate  School  of  Busi- 
ness. "He  isn't  saying  he  thinks  th<, 
best  principles  were  followed. 

"The  CPA  does  not  think  of  him- 
self as  a  public  reporter,"  Burtor' 
goes  on.  "As  long  as  a  report  fall 
within  the  framework  of  generally  ac 
cepted  accounting  principles,  then 
are  three  kinds  a  CPA  will  certify 
good,  adequate  and  obnoxious." 

Which  means  that  for  earnings  re 
ports  there  are  no  good  answers — onlj 
good  questions.  ■ 
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MANUFACTURERS 

HANOVER 

CORPORATION 


A  new  corporate  symbol: 

Manufacturers  Hanover  Corporation 
is  the  one-bank  holding  company  whose 
subsidiary  is  Manufacturers  Hanover 
Trust  Company.  The  new  corporate 
structure  places  the  Bank  in  the  best 
possible  position  to  be  more  useful 
in  more  ways  to  its  present  and 
potential  customers. 

A  new  symbol  for  investors: 

■  ■■■•MhC«b««« 


The  listing  of  Manufacturers  Hanover 
Corporation  on  the  New  York  Stock 
Exchange  enables  the  public  to 
share  more  easily  in  the  future  of  a  great 
financial  organization  by  providing 
a  broader  market  for  its  securities. 

MANUFACTURERS 

HANOVER 

CORPORATION 

BIANUFACTURERS  HANOVER  TRUST  COMPANY 
Subsidiary 
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Whyl9banks 

put  $76  imllion 

Dehind  Ryder. 


( What  did ilit'v  know  tlial  voii  don 't?) 


Last  December  nineteen 
major  U.S.  banks  combined  to 
boost  Ryder  System's  open  bank 
line  of  credit  to  S76  million. 

Add  this  to  insurance  company 
loan  agreements  and  you  come 
up  with  a  total  borrowing  capacity 
of  over  S 100  million.  Which  isn't 
bad  for  a  company  that  did  $109 
million  in  revenue  kist  year. 

Now  ask  yourself  why  so 
many  banks  would  back  a  company 
that  owns  over  20,000  trucks  and 
150,000  truck  tires  and  240 
truck  service  facilities,  but  isn't 
a  truck  line? 

Ryder  makes  money.  We  had 
our  seventh  successive  year  of 
increased  earnings  in  "68.  First 
quarter  "69  earnings  more  than 


doubled  on  a  revenue  increase 
of  43%.  How? 

We  began  by  developing 
systems  to  save  money  through 
better  fleet  and  physical 
distribution  management.  They 
work.  We  use  them  to  lease 
and  rent  trucks.  And  we  build 
on  that  base.  By  selling 
maintenance  programs  to 
companies  that  want  to  own 
their  own  trucks.  We  sell 
computer  services  to  them,  too. 
For  profit. 

Ryder  innovates.  We  started 
a  nationwide  pool  of  tractors 
and  trailers  and  railroad 
piggybacks  to  fill  peak-period 
needs  of  industry  on  demand. 
For  profit. 

Ryder  capitalizes  on 
opportunity.  By  starting  Ryder 
One-Way.  specially  engineered 
trucks  to  get  in  on  the  booming 
nio\  e-it-yourself  market.  To 
get  even  more  utilization  out  of 
our  national  network.  For  profit. 

Ryder  expands.  We  bought 
one  of  the  nation's  largest 
automobile  carriers.  We  bought 
two  successful  schools  for 
skilled  mechanics.  We  bought 
a  good,  going  electronics  and 
computer  repair  school.  Their 
graduates  help  us  fill  critical 
positions  in  our  network.  The\ 
help  us.  We  help  them.  Nice. 

Ryder  educates.  For  profit. 
And  futures.  Our  own  internal 
training  for  mechanics,  service 
managers  and  field  managers 
is  so  good  that  we  can  sell  it  to 
customers.  And  create  new 
customers.  And  we've  tripled  our 


own  training  programs  in  the 
last  year.  And  we  brought  21 
of  the  world's  leading  physical 
distribution  experts  together 
for  the  first  time,  to  spark  new 
concepts  we  can  explore. 

Why  go  to  all  that  trouble? 
Simple.  It  helps  us  recruit  better 
men.  It  helps  us  keep  them 
better.  So  we're  one  jump  ahead 
of  everybody  today.  Two  jumps 
tomorrow. 

Ryder  explores.  We  invested 
in  a  small  mobile  home  company 
to  test  some  new  ideas.  If  it 
works,  we  win  big.  If  it  doesn't, 
we  lose  little. 

Ryder  plans.  With  all  the 
knowledge  and  training  and 
equipment  and  real  estate  and 
pro\  en  managers  we  have.  Ryder 
is  examining  new  enterprises 
in  leasing,  renting,  technical 
education,  and  the  whole  field 
of  physical  distribution.  We'd 
be  foolish  not  to. 

Shouldn't  you  look  at  our 
annual  and  quarterly  reports? 
Write  James  A.  Ryder,  President, 
Ryder  System,  2701  South 
Bayshore  Drive,  Miami,  Florida 
33133.  Call  him  "Jim'.' 
The  banks  do. 
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The  Dimensions  of  American  Business 


The  500  Biggest  Corporations 

By  Net  Profits 


Net 

%  Gain 

Net 

%  Gain 

Net 

%  Gain 

Profits 

Over 

Profits 

Over 

Profits 

Over 

ak         Company 

($000,000) 

1967 

Rank 

Company 

($000,000) 

1967 

Rank 

Company 

($000,000) 

1967 

1    American  Tel.  &  Tel. 

2.052 

0 

51 

Southern  Pacific 

108 

19 

101 

Gulf  &  Western  Inds. 

70 

51 

2    General  Motors 

1,732 

6 

52 

Weyerhaeuser 

105 

74 

102 

Singer 

69 

38 

3    Standard  Oil  (N.J.) 

1.277 

4 

53 

Alcoa 

105 

—3 

103 

Mfrs.  Hanover  Trust 

69 

10 

4    Int.  Business  Mach. 

871 

34 

54 

General  Foods 

103 

5 

104 

Texas  Utilities 

69 

2 

5    Texaco 

836 

11 

55 

Union  Pacific 

103 

1 

105 

Am.  Metal  Climax 

67 

20 

6    Ford  Motor 

627 

645 

56 

Southern  Cal.  Edison 

100 

1 

106 

Chemical  New  York 

67 

10 

7    Gulf  Oil 

626 

8 

57 

International  Paper 

100 

13 

107 

American  Express 

66 

139 

8    Standard  Oil  (Calif.) 

452 

7 

58 

Am.  Elec.  Power 

100 

6 

108 

Woolworth,  F.  W. 

66 

—1 

9    Mobil  Oil 

428 

11 

59 

Getty  Oil 

98 

—17 

109 

Philadelphia  Electric 

66 

4 

0    Sears  Roebuck 

418 

9 

60 

McDonnell  Douglas 

95 

10507 

110 

Amerada  Petroleum 

66 

12 

1     Eastman  Kodak 

375 

7 

61 

American  Tobacco 

93 

4 

111 

Crown  Zellerbach 

65 

40 

2    Du  Pont.  E.I. 

372 

19 

62 

Merck 

93 

4 

112 

Pfizer,  Chas. 

65 

11 

3    General  Electric 

357 

—1 

63 

Continental  Corp. 

91 

36 

113 

Phelps  Dodge 

64 

27 

4    Shell  Oil 

312 

10 

64 

Penn  Central 

90 

—56 

114 

Sperry  Rand 

64 

19 

5    Standard  Oil  (Ind.) 

309 

10 

65 

Transamerica 

90 

32 

115 

Ingersoll-Rand 

63 

23 

6    Chiysier 

291 

45 

66 

Pub.  Serv.  Elec.  &  Gas 

90 

3 

116 

Consumers  Power 

63 

—9 

7    General  Tel.  &  Elec. 

278 

30 

67 

Anaconda 

89 

—6 

117 

Gillette 

62 

10 

8    United  States  Steel 

254 

47 

68 

Signal  Companies 

89 

81 

118 

United  Aircraft 

61 

7 

9    Procter  &  Gamble 

202 

16 

69 

Household  Finance 

88 

44 

119 

C  1 T  Financial 

61 

1 

0    International  Tel. 

192 

57 

70 

Armco  Steel 

88 

25 

120 

Warner-Lambert 

60 

17 

1    Pacific  Gas  &  Elec 

168 

2 

71 

American  Cyanamid 

86 

22 

121 

Pennzoil  United 

60 

52 

2    Tenneco 

167 

21 

72 

Continental  Can 

83 

7 

122 

Detroit  Edison 

60 

—1 

3    Sun  Oil 

164 

51 

73 

Marathon  Oil 

83 

13 

123 

Santa  Fe  Industries 

60 

—5 

4    Minn.  Mining  &  Manuf. 

161 

10 

74 

Boeing 

83 

—1 

124 

Polaroid 

59 

3 

S    Bethlehem  Steel 

161 

23 

75 

Federated  Dept.  Stores 

80 

-^ 

125 

Litton  Industries 

50 

—17 

6    Union  Carbide 

157 

-8 

76 

Inland  Steel 

80 

48 

126 

Western  Bancorp. 

58 

17 

7    Radio  Corp.  of  Amer. 

154 

4 

77 

Burlington  Inds. 

79 

36 

127 

CBS 

58 

9 

8    Union  Oil  of  Calif. 

151 

4 

78 

Am.  Smelting  &  Ref. 

79 

23 

128 

Virginia  Electric 

58 

6 

9    Reynolds,  R.  J.  Tobacco 

150 

-1 

79 

Southern  Company 

78 

2 

129 

Bristol-Myers 

57 

10 

0    Continental  Oil 

150 

1 

80 

Republic  Steel 

78 

4 

130 

Avco 

57 

—24 

1    Atlantic  Richfield 

149 

15 

81 

Morgan  Guaranty  Tr. 

78 

10 

131 

Uniroyal 

57 

73 

2    Goodyear  Tire  &  Rub. 

148 

17 

82 

NorfolV  &  Western  Ry. 

78 

7 

132 

Campbell  Soup 

57 

17 

3    Bank  of  America 

146 

12 

83 

American  Can 

78 

28 

133 

Cont.  III.  Nat.  Bk.  Chi. 

56 

12 

4    Phillips  Petroleum 

137 

—17 

84 

Aetna  Life  &  Cas. 

77 

9 

134 

Great  Atl.  &  Pac.  Tea 

66 

—1 

5    Dow  Chemical 

136 

4 

85 

Columbia  Gas  System 

77 

6 

135 

Beneficial  Finance 

56 

10 

6    Westinghouse  Elec 

135 

10 

86 

Georgia-Pacific 

77 

36 

136 

C  &  0/B  &  0  RR's 

55 

5 

7    Occidental  Petroleum 

134 

195 

87 

Sinclair  Oil 

77 

-20 

137 

Owens-Illinois 

55 

22 

8    Commonwealth  Edison 

132 

1 

88 

Kraftco 

76 

0 

138 

Safeway  Stores 

56 

8 

9    Consolidated  Edison 

129 

5 

89 

National  Steel 

76 

9 

139 

Bankers  Trust  N.  Y. 

56 

12 

0    Firestone  Tire 

127 

24 

90 

Int.  Harvester 

75 

—19 

140 

U.  S.  Plywood-Champion         55 

52 

1    First  NaL  City  N.Y. 

125 

11 

91 

Clin  Mathieson 

75 

40 

141 

Com  Products 

54 

5 

2    Caterpillar  Tractor 

122 

14 

92 

FMC 

75 

24 

142 

Marcor 

54 

209 

3    Cities  Service 

121 

—5 

93 

Textron 

74 

20 

143 

CNA  Financial 

54 

19 

4    Chase  Manhattan 

119 

13 

94 

North  Am.  Rockwell 

74 

8 

144 

General  Public  Utils. 

53 

3 

5    Xerox 

116 

19 

95 

TRW 

72 

69 

145 

Hercules 

53 

14 

6    Am.  Home  Products 

112 

8 

96 

Avon  Products 

71 

9 

146 

Hartford  Fire  Ins. 

53 

26 

7    Kennecott  Copper 

111 

0 

97 

Travelers 

71 

3 

147 

Scott  Paper 

53 

10 

8    Coca-Cola 

110 

10 

98 

Lilly,  Eli 

71 

32 

148 

INA 

53 

46 

9    Penney,  J.C. 

109 

22 

99 

Texas  Gulf  Sulphur 

71 

14 

149 

Northwest  Industries 

53 

65 

0    Monsanto 

109 

4 

100 

Standard  Oil  (Ohio) 

70 

10 

150 

Consolidated  Foods 

52 

77 
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Xerox  intrcxiucei  a  v*«y 


XPKOX      3600 


-fecsf.: 


7J 


5S  and  get  more  work  done. 


at's  the  point  of  copying— to  let 
imunicate  better  and  take  less 
ng  it. 

Xerox,  we've  found  a  way  to 
:ommunicate  better  and  take  a 
me  doing  it. 

;  the  new  Automatic  Document 
or  our  3600  and  2400  models. 


The  ADF  does  automatically  what 
used  to  be  done  by  hand.  With  it,  the 
operator  can  put  in  up  to  125  originals 
of  different  weights  and  sizes. 

Then  you  just  dial  the  number 
of  copies  you  want,  press  a  button,  and 
walk  away. 

The  machine  does  the  rest. 


The  ADF  can  change  originals  twice 
as  fast  as  you  can  by  hand. 

But  even  more  important— the 
less  that  you  have  to  do  with  the  Xerox 
machine,  the  more  you're  free  to  do 
something  with  another  machine. 

Which  is  a  whole  new  way  to  get 
work  done,  more  or  less. 


XEROX 


XE«0*COI>PwRATtOK.  ROCMgOT£R,  «SW  fCBK  J<&0».  OVERSEAO.- SyBSlOtARlES  rUROUOMOOT  UlTIN  AMERICA;  «lH£>  IM 
■.AHON  •««><  FU>WK<3K0»Nt3ATir>«  LTD.,  RANK  )t£RO<  tTO„  LONOOMj    A«0  tHROUOH  BAMK  XEROX  LTO.,  FUJI.XSftOX  CO.,  tTo.  ,Ti>nyt>^ 
X£RO<  A»D  J<00  «{E    B£S)ST£«Etl  T»<DeM*RK3  OF  XER.X  <,';«»Of(AriO« ,  9*00  iS  A  TRAOEMAKK  flT  xeROX  CORPOKATiON . 


The  500  Biggest  Corporations  By  Net  Profit 


1 1 


Net 

%  Gain 

Profits 

Over 

Rank 

Company 

($000,000) 

1967 

151 

Kaiser  Alum.  &  Chem. 

52 

—4 

152 

Texas  Eastern  Trans. 

51 

11 

153 

Peoples  Gas 

51 

9 

154 

Fir.  Nat.  Bnk.  Chicago 

51 

12 

155 

Sec.  Pac.  Nat.  Bank  Cal. 

51 

22 

155 

Honeywell 

51 

20 

157 

Lincoln  National 

51 

19 

158 

Ohio  Edison 

50 

—1 

159 

Connecticut  General 

50 

48 

160 

Central  &  South  West 

50 

1 

131 

Northwest  Orient  Air 

50 

—15 

162 

National  Lead 

50 

—8 

153 

Johnson  &  Johnson 

50 

21 

154 

Pan  Am  World  Airways 

49 

—25 

155 

Eaton  Yale  &  Towne 

49 

55 

166 

Duke  Power 

49 

5 

167 

Florida  Power  &  Light 

49 

4 

168 

Philip  Morris 

49 

12 

169 

Niagara  Mohawk  Power 

49 

—12 

170 

Libbey-Owens-Ford 

49 

48 

171 

Ashland  Oil  &  Ref. 

48 

9 

172 

PPG  Industries 

48 

11 

173 

Newmont  Mining 

48 

—5 

174 

Louisiana  Land 

48 

6 

175 

American  Natural  Gas 

48 

—3 

176 

Kresge,  S.  S. 

48 

36 

177 

Zenith  Radio 

47 

15 

178 

U.  S.  Fidelity 

47 

18 

179 

Sterling  Drug 

47 

7 

180 

Borg-Warner 

47 

9 

181 

Corning  Glass  Works 

47 

—7 

182 

PepsiCo 

46 

18 

183 

Middle  South  Util. 

46 

5 

184 

Youngstown  Sheet 

46 

15 

185 

Halliburton 

46 

17 

186 

Boise  Cascade 

45 

60 

187 

Consolidated  Nat.  Gas 

45 

—6 

188 

Goodrich,  B.  F. 

45 

27 

189 

Anheuser-Busch 

45 

23 

190 

Lockheed  Aircraft 

44 

—18 

191 

American  General 

44 

1 

192 

Borden 

44 

—21 

193 

Bendix 

44 

0 

194 

Kimberly-Clark 

43 

1 

195 

General  Tire 

43 

35 

196 

Union  Electric 

43 

4 

197 

Burroughs 

43 

24 

198 

Greyhound 

43 

—5 

199 

Transc.  Gas  Pipe  Line 

43 

3 

200 

Southern  Railway 

43 

8 

201 

Mellon  Nat.  Bnk.  Pitt. 

43 

10 

202 

Houston  Lt.  &  Power 

43 

5 

203 

Deere 

43 

-26 

204 

Smith  Kline  &  French 

42 

1 

205 

Kellogg 

42 

4 

206 

Magnavox 

42 

37 

207 

National  Biscuit 

42 

—1 

208 

United  Air  Lines 

42 

—43 

Net 

%  Gain 

Profits 

Over 

Rank 

Company 

($000,000) 

1967 

209 

Northeast  Utilities 

41 

2 

210 

Schlumberger 

41 

30 

211 

Teiedyne 

41 

87 

212 

Pan.  Eastern  Pipe  Line 

41 

1 

213 

Freeport  Sulphur 

40 

25_ 

214 

Johns-Manville 

40 

23  ■ 

215 

Martin  Marietta 

40 

10 

216 

Northern  Natural  Gas 

40 

3 

217 

El  Pa30  Natural  Gas 

40 

12 

218 

Northern  States  Pwr. 

40 

3 

219 

Emerson  Electric 

39 

31 

220 

General  Dynamics 

39 

—32 

221 

Baltimore  Gas  &  Elec. 

39 

10 

222 

Long  Island  Lighting 

38 

8 

223 

Marine  Midland  Banks 

38 

9 

224 

Grant,  W.  T. 

38 

16 

225 

Beatrice  Foods 

37 

24 

226 

Cleveland  Elec.  Ilium. 

37 

6 

227 

Ralston  Purina 

37 

24 

228 

Dart  Industries 

37 

19 

229 

Colgate-Palmolive 

37 

9 

230 

First  Nat.  Bnk.  Boston 

36 

10 

231 

Kerr-McGee 

36 

6 

232 

Ling-Temco-Vought 

36 

7 

233 

Whirlpool 

36 

9 

234 

Delta  Air  Lines 

36 

—27 

235 

Nat.  Cash  Register 

36 

2 

236 

United  Utilities 

36 

16 

237 

Carnation 

36 

12 

238 

American  Airlines 

35 

—26 

239 

Pacific  Lighting 

35 

—10 

240 

NLT 

35 

N.A. 

241 

Loews  Theatres 

35 

123 

242 

III.  Central  Inds. 

35 

38 

243 

Dresser  Industries 

35 

13 

244 

Squibb  Beech-Nut 

35 

—13 

245 

No.  Ind.  Public  Serv. 

35 

3 

246 

Kaiser  Industries 

35 

—51 

247 

Armstrong  Cork 

35 

28 

248 

Rohm  &  Haas 

35 

18 

249 

United  States  Gypsum 

35 

7 

250 

Allegheny  Power 

35 

4 

251 

Diamond  Shamrock 

35 

—2 

252 

Upjohn 

34 

15 

253 

Timken  Roll.  Bearing 

34 

—4 

254 

McGraw-Edison 

34 

—5 

255 

St.  Regis  Paper 

34 

12 

256 

May  Dept.  Stores 

34 

—6 

257 

Kroger 

34 

32 

258 

Kaiser  Steel 

34 

2 

259 

Penn.  Power  &  Light 

34 

7 

260 

Illinois  Power 

33 

1 

261 

Nat.  Dist.  &  Chem. 

33 

—21 

262 

U.  S.  Industries 

33 

135 

263 

Grace,  W.  R. 

33 

—36 

264 

Standard  Brands 

33 

4 

265 

Cerro 

33 

—3 

266 

Gulf  States  Utils. 

33 

17 

Net 

%G 

Profits 

Ov 

Rank 

Company 

($000,000) 

19( 

267 

Wells  Fargo  Bank 

33 

268 

Cincinnati  Gas  &  El. 

32 

269 

Diamond  Int. 

32 

270 

Stevens,  J.  P. 

32 

/ 

271 

Time  Inc. 

32 

272 

Genesco 

32 

t 

273 

Sperry  &  Hutchinson 

32 

274 

Engelhard  Min.  &  Chem 

32 

1 

275 

Abbott  Laboratories 

32 

276 

Mead 

32 

1 

277 

Ethyl 

32 

278 

General  Mills 

31 

279 

Revlon 

31               1 

280 

Stauffer  Chemical 

31 

281 

United  Fruit 

31 

282 

Public  Service  Ind. 

31 

283  Federal  Nat.  Mort.  Assoc.  31 

284  Potomac  Elec.  Power  30 

285  Associated  Dr>  Goods  30 

286  First  Bank  System  30 


287 

Southern  Natural  Gas 

30 

288 

American-Standard 

30             1 

289 

CrockerCit.  Nat.  S.  F. 

30 

290 

Reynolds  Metals 

30 

291 

Duquesne  Light 

30 

292 

Raytheon 

30 

293 

Dana 

29 

294 

Northwest  Bancorp. 

29 

295 

Colt  Industries 

29             1 

296 

Crowell  Collier  &  Macm. 

29 

297 

Northern  Illinois  Gas 

29 

298 

Sou.  New  England  Tel. 

28 

299 

New  England  Electric 

28 

300 

McDermott,  J.  Ray 

28 

301 

Public  Service  Colo. 

28 

302 

Motorola 

28 

303 

Hess  Oil  &  Chemical 

28 

304 

Northern  Pacific  Ry. 

28 

305 

Safeco 

28 

306 

McGraw-Hill 

28 

307 

White  Consolidated 

28 

308 

Clark  Equipment 

28 

309 

Essex  International 

28 

310 

Searle,  G.  D. 

27 

311 

Nat.  Bank  of  Detroit 

27 

312 

Del  Monte 

27 

313 

Leasee  Data  Processing 

27           1 

314 

Norton  Simon 

27 

315 

Charter  N.  Y. 

27 

316 

Brunswick 

27 

317  Arkansas  Louisiana  Gas  26 

318  Union  Camp  26 

319  Texas  Instruments  26 

320  Investors  Div.  Serv.  26 

321  Champion  Spark  Plug  26 

322  Carolina  Power  &  Lt.  26 

323  Pacific  Power  &  Lt.  26 

324  Florida  Power  26 


N.    A.    Not   Availahle^ 
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Rvelve  thousand  students 
fe  getting  down  to  business* 


than  at  any  other  time  in 
;ng  people  recognize  that 
'Jay's  world  can  be  gained 
-ducation  in  the  technically 
Mness  schools  that  are  be- 
ijor  factor  on  today's  colle- 
i  hese  schools,  now  prominent 
of  the  country,  have  one 
career  preparation 


Lear  Siegler  Education  Company, 
a  division  of  Lear  Siegler,  Inc.,  has  25 
such  schools — a  nationwide  educational 
system  with  some  12,000  students.  We 
teach  computer  programming  ( including 
special  classes  for  the 
deaf  and  blind) ,  data 
processing,  business 
administration,  ac- 


counting, secretarial  science,  personnel 
training,  construction  engineering,  draft- 
ing, and  other  career  subjects.  It's  a 
fast-growing  market  in  which  we  have 
impressive  credentials.  We're  LSI  — 
Lear  Siegler,  Inc. —  the  half-billion-dollar 
company  that's  learn- 
ing  more  every  day 
we  grow. 


Lear  Siegler,  Inc. 

Santa  Monica,  California 


;;ii 


#H 


-'t?T;T^-- 


V, 


^nfss 

' 

m 

i 

.  '•'■  -  -> 


m 


V  UJ 


i^e  think  every  ear  shoidd 
;t  like  a  sportsear* 

;n  it  comes  to  wheels,  we're  a  nation  of  sports. 

And  we're  a  big  wheel  in  the  $45  billion  automotive  market. 

From  Pennsylvania-grade  oils  to  what's  chemically  behind 

dashboard's  padding  or  the  plastic  in  your  bumper,  you'll  find 

aking  cars  sportier. 

That's  because  we  specialize  in  specialty  chemicals— from  oils 

ethanes. 

We're  also  something  special  for  other  markets. 

Such  as  cosmetics.     Plastics.     Detergents.    And  agriculture. 

We  grow  with  growth  markets  because  we  concentrate  on 

lalty  chemicals. 

Our  sales  record  of  $221  million  last  year  proves  it. 

So  does  the  fact  that  in  1968  we  increased  our  cash  dividends 

Dmmon  stock  for  the  twelfth  straight  year. 

You  might  just  say  we're  in  high  gear  with  our  specialty 

licals. 

Tomorrow:  overdrive. 

For  a  copy  of  our  1 968  Annual  Report,  write  to  Witco 

nical  Corporation,  Department  F-5, 277  Park  Avenue,  New 

:,  New  York  10017. 


Witco 

Chemical 

can't  help 

but  grow  on 

you 


There  are  2  major  hotlines 

intheworld* 

Only  Hiltoris  promises  yon 
a  room* 

The  Hilton  Reservation  Service  puts  you  int 
a  room  from  any  of  360  important  world  citiei 
Instantly.  In  160  Hilton  or  associated  hotels. 

We*ll  probably  confirm  your  reservation  withii 
seconds.  Certainly  within  minutes.  And  well  guai 
antee  your  rates. 

It  may  or  may  not  impress  you  that  our  autc 
mated  helpers  race  information  to  you  at  compute 
speeds.  But  it  should  be  meaningful  that  we  ca 
save  your  company  the  expense  of  phoning  aroun 
the  world  when  you  plan  your  travels.  Whereve 

there's  a  Hilton  Reservation  Service  (and  that's  in  360  cities)  you're  onl 

a  local  phone  call  away  from  total  service. 

And  total  service  is  the  Hilton  idea.  We  believe  you  should  get  what  yc 

want,  and  get  it  now.  It's  the  kind  of  treatment  you  expect  whenever  yo 

do  business  with  a  Hilton.  Whether  it's  the  San  Diego^  Hilton  or  the  Ne 

York  Hilton,  the  Shamrock  in  Houston  or  the 

Conrad  Hilton  in  Chicago,  the  Hilton  name 

means  service.  Now. 
That's  how  things^ 

are  in  the  friendly 

world  of 

Hilton. 

Fast,  sure, 

and  local. 


w¥:  '■'■>.  ^ 


.M.n  Reservation  Service  in  your  city  or  vour  tr«v^Z  na^t. 


HfltoJ 


The  500  Biggest  Corporations  By  Net  Profits 


Net 

%  Gain 

Net 

%  Gain 

Net 

%  Gain 

Profits 

Over 

Profits 

Over 

Profits 

Over 

Company 

($000,000) 

1967 

Rank 

Company              ($000,000) 

1967 

Rank 

Company 

($000,000) 

1967 

n.  American  Trans. 

25 

—5 

384 

Crown  Cork  &  Seal 

21 

11 

443 

Potlatch  Forests 

16 

30 

jm  &  Forster 

25 

45 

385 

Allied  Stores 

21 

—16 

444 

Rorer-Amchem 

16 

96 

ferson  Pilot 

25 

24 

iS6 

Brown  Shoe 

21 

10 

445 

Gerber  Products 

16 

5 

den 

25 

26 

387 

Hewlett-Packard 

21 

4 

446 

Am.  Broadcasting  Cos. 

16 

21 

bcock  &  Wilcox 

25 

—24 

388 

Donnelley,  R.  R.  &  Sons 

21 

—6 

447 

Harsco 

16 

3 

Paul  Companies 

25 

17 

389 

Oklahoma  Gas  &  Elec. 

21 

—1 

448 

Pittston 

16 

3 

sconsin  Elec.  Power 

25 

—14 

390 

Westvaco 

21 

—3 

449 

American  Petrofina 

16 

16 

erco 

25 

35 

391 

National  Gypsum 

20 

24 

450 

Marshall  Field 

16 

—3 

ntl.  Telephone 

25 

16 

392 

Pabst  Brewing 

20 

12 

451 

Melville  Shoe 

16 

13 

Y.  State  Elec.  &  Gas 

25 

5 

393 

Central  Tel.  &  Utils. 

20 

12 

452 

AMP 

16 

19 

Joseph  Lead 

25 

15 

394 

Utah  Construct.  &  Min. 

20 

21 

453 

Dillingham 

16 

—9 

ston  Edison 

25 

8 

395 

Hershey  Foods 

20 

—5 

454 

Commonwealth  Oil  Ref. 

16 

3 

hardson-Merrell 

25 

—1 

396 

American  Enka 

20 

83 

455 

Cincinnati  Milling 

16 

—2 

ide,  Walter 

25 

39 

397 

Gardner-Denver 

20 

14 

456 

Southwstn.  Pub.  Serv. 

16 

9 

veland  Trust 

25 

11 

398 

Kansas  City  Pow.  &  Lt. 

20 

23 

457 

Hoover 

16 

58 

Lean  Industries 

25 

23 

399 

Chicago  Bridge  &  Iron 

19 

33 

458 

American  Nat.  Ins. 

16 

—14 

in-Dixie  Stores 

24 

4 

400 

North  Am.  Philips 

19 

55 

459 

Montana  Power 

16 

—6 

istal  States  Gas 

24 

18 

401 

Owens-Corning  Fiberglas 

19 

31 

460 

Indianapolis  Pwr.  &  L. 

16 

3 

jdebaker-Worthingto 

n          24 

—29 

402 

Dun  &  Bradstreet 

19 

4 

461 

Tl  Corp.  California 

16 

27 

>3  Mirror 

24 

27 

403 

Universal  Oil  Prods. 

19 

49 

462 

Chubb 

16 

2 

ett  &  Myers 

24 

1 

404 

Fruehauf 

19 

11 

463 

Northrop 

16 

25 

Uressograph  Multi 

24 

26 

405 

Grumman  Aircraft 

19 

—11 

464 

Northwestern  Steel 

16 

7 

Tier 
ittaker 

24 

10 

406 

Sherwin-Williams 

19 

5 

465 

Outboard  Marine 

16 

3 

23 

159 

407 

Superior  Oil 

19 

—28 

466 

Govt.  Employees  Ins. 

16 

3 

'nz.H.J. 

23 
23 

9 
89 

408 

Parke  Davis 

19 

—11 

467 

Arizona  Public  Serv. 

16 

2 

|*eral  Am.  Oil  Texas 

409 

First  Penna.  Corp. 

19 

7 

468 

Dayton  Corp. 

16 

62 

lemostMcKesson 

23 

9 

410 

Control  Data 

18 

120 

469 

Anchor  Hocking  Glass 

16 

49 

ma  Mining 

23 

9 

411 

Franklin  Nat.  Bnk.  N.Y. 

18 

18 

470 

Wrigley,  William  Jr. 

15 

3 

lite  Motor 

23 

—20 

412 

Cluett,  Peabody 

18 

68 

471 

Pitney-Bowes 

15 

56 

Is 

t  Northern  Ry. 

23 

15 

413 

Wheeling  Pitts.  Steel 

18 

« 

472 

Harris-lntertype 

15 

6 

'ring 

23 

21 

414 

Lear  Siegler 

18 

30 

473 

Williams  Brothers 

15 

—7 

lisville  &  Nash.  RR 

23 

15 

415 

Spartans  Industries 

18 

154 

474 

Detroit  Bank  &  Trust 

15 

15 

tas  Gas  Trans. 

23 

50 

416 

Warner  &  Swasey 

18 

38 

475 

Chi.  Pneumatic  Tool 

15 

1 

kinwalt 

23 

73 

417 

Avnet 

18 

92 

476 

Eastern  Gas  &  Fuel 

15 

—6 

3 

areD 

23 

0 

418 

Sundstrand 

18 

59 

477 

Koppers 

15 

9 

Alden 

22 

27 

419 

First  Charter  Fin. 

18 

34 

478 

Kayser-Roth 

15 

22 

tRA 

22 

4 

420 

Allied  Chemical 

18 

—76 

479 

Marsh  &  McLennan 

15 

18 

rinklin  Ufe 

22 

9 

421 

Pittsburgh  Nat.  Bnk. 

18 

18 

480 

Alexander  &  Baldwin 

15 

—5 

(abustion  Engineer 

22 

5 

422 

Cannon  Mills 

18 

29 

481 

Liberty  Nat.  Life  Ins. 

15 

3 

1. 

Elevator 

22 

10 

423 

Dow  Jones 

18 

25 

482 

Girard  Trust  Phila. 

15 

16 

:ell-0 

22 

25 

424 

San  Diego  Gas  &  Elec. 

18 

5 

483 

Lone  Star  Cement 

15 

* 

ty,  R.  H. 

22 

11 

425 

Louisville  Gas  &  Elec. 

18 

5 

484 

Idaho  Power 

15 

2 

ieland-Cliffs 

22 

35 

426 

Lykes 

18 

103 

485 

Great  Northern  Paper 

15 

9 

1  Mustries 

22 

—27 

427 

Jewel  Companies 

18 

7 

486 

Black  &  Decker 

15 

1 

|bei  Brothers 

22 

-4 

428 

Central  III.  Pub.  Serw. 

17 

—4 

487 

Purex 

15 

39 

litem  Union 

22 

—8 

429 

Seattle-First  Nat.  Bk. 

17 

15 

488 

Delmarva  Power  &  Lt. 

15 

3 

■ton  Power  &  Light 

22 

4 

430 

Union  Tank  Car 

17 

1 

489 

Columbus  &  S.  Ohio  EL 

15 

—2 

in  World  Airlines 

22 

—47 

431 

Rochester  Gas  &  Elec. 

17 

8 

490 

Zaie 

15 

27 

i 

kerOats 

21 

8 

432 

Norton 

17 

41 

491 

Harris  Trust  Chicago 

15 

13 

i 

rus  Mines 

21 

—1 

433 

Schenley  Industries 

17 

—26 

492 
493 

West  Point-Pepperell 
Sybron 

15 

15 

—25 

( 

ibined  Insurance 

21 

12 

434 

Revere  Copper 

17 

—17 

N.A. 

i 

gheny  Ludlum 

21 

—13 

435 

Nat.  City  Bnk.  Cleve. 

17 

10 

494 

Factor,  Max 

15 

3 

1 

lag 

21 

25 

436 

Schlitz,  Jos.  Brewing 

17 

—14 

495 

Jim  Walter 

15 

104 

1 

21 

12 

437 

Philadelphia  Nat.  Bank 

17 

21 

496 

Heublein 

15 

3 

1 

lonal  Airlines 

21 

24 

438 

Broadway-Hale  Stores 

17 

28 

497 
498 

Plough 

Bank  of  New  York 

15 

15 

8 

ij 

e  Star  Gas 

21 

—5 

439 

Rep.  Nat.  Bank  Dallas 

17 

15 

13 

I 

ed  Merch.  &  Mfrs. 

21 

39 

440 

Lubrizol 

17 

34 

499 

Scovill 

14 

15 

f 

deduction 

21 

65 

441 

So.  Carolina  El.  &  Gas 

16 

4 

500 

Hilton  Hotels 

14 

37 

m 

Hospital  Supply 

21 

38 

442 

Chesebrough-Ponds 

16 

11 

N.    A 

Not  Available.        'Defici 

to    a    profit. 

0 

ES,  MAY  1=;    ic 
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The  Dimensions  of  American  Business 


A  Roster  of  the  Country's  Biggest  Corporations 


Assets 


WHERE  THEY  RANK:  1968 

Market        Net 
Rcvcntics         Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


382  148  2/r)  Ahholt  lahoratorics  (Dec) 

468  419  368  ACF  Indiistfles  (April) 

87  ■  ■  Acme  Markets  (Mar) 

354  261  34G  Addressograph  Multigraph  (July) 

356  ■  ■  Admiral  (Dec) 


31!),  382 
376,582 
274,603 
332,676 
201,166 


14  26                90  84  Aetna  Lite  &  Casualty  (Dec) 

423  317  395  382  Air  Reduction  (Dec) 

a  347               ■  ■  Albertson's  (Mar) 

■  ■  376  480  Alexander  &  Baldwin  (Dec)' 

a  491                ■  ■  Alexander's  (July) 


8,597,015 

498,624 

55,677 

207,067 

114,644 


■  315  492  376  Allegheny  Ludlum  Steel  (Dec) 
234  ■  324  250  Allegheny  Power  System  (Dec) 
134  91  131  420  Allied  Chemical  (Dec) 

274  100  456  385  Allied  Stores  (Jan) 

■  188  ■  ■  Allied  Supermarkets  (June) 


356,977 
965,037 
1,494,624 
823,326 
196,102 


310 

80 

451 

143 


482 

155 

229 

70 


183 
82 
498 
146 
424 


230 

62 

135 

259 


462 
71 
76 

211 


53 
110 
238 


459 

133 

77 

58 

480 


446 
83 
71 
58 

396 


Allis-Chalmcrs  (Dec) 

Aluminum  Company  of  America  (Dec) 

Amerada  Petroleum  (Dec) 

American  Airlines  (Dec) 

American  Bakeries  (Dec) 


American  Broadcasting  Companies  (Dec) 

American  Can  (Dec) 

American  Cyanamid  (Dec) 

American  Electric  Power  (Dec) 

American  Enka  (Dec) 


705,613 
2,192,303 

471,107 

1,418,479 

94,401 


434,563 
1,337,119 

975,308 
2,385,844 

216,652 


46  136  114  107  American  Express  (Dec) 

181  ■  ■  ■  Am.  Fletcher  Nat  Bnk  Indianapolis  (Dec) 

130  274  340  191  American  General  (Dec) 

315  117  2/  46  American  Home  Products  (Dec) 

■  352  117  383  American  Hospital  Supply  (Dec) 


3,758,902 

1,162,238 

1,533,664 

680,463 

259,282 


359  ■  ■  ■  American  Investment  (Dec) 

461  250  300  ■  American  Machine  &  Foundry  (Dec) 

286  252  183  105  American  Metal  Climax  (Dec) 

■  187  ■  ■  American  Motors  (Sept) 


593,854 
460,991 
782,340 
349,046 


258 

■ 

■ 

■ 

American  National  Bank  &  Trust  Chi.  (Dec) 

882,381 

41,82< 

157 

469 

314 

458 

American  National  Insurance  (Dec) 

1,325,041 

275.23! 

141 

293 

222 

175 

American  Natural  Gas  (Dec) 

1,446,926 

485,31: 

■ 

■ 

■ 

449 

American  Petrofina  (Dec) 

184,282 

207,29 

302 

■ 

■ 

■ 

American  Security  &  Trust  Wash  D  C  (Dec) 

732,611 

39,841 

293 

229 

88 

78 

1 

American  Smelting  i  Refining  (Dec) 

771,673 

634,08 

■  Not  on 

*  Compi 

which. 

500  list.     tPlus  Mock. 

ny    hii    convgitibis    sacurltias 
II  convarlrd.   would  slRnlllcin 

ind/oi 
My  rcduct 

1)  Alcxindei  &  Bddwin: 
sloth    options    ind    wiriints                             *'   •"*"   "'"'•^    '•'•" 
r«port«d  iiiinlni!!!  per  jhar*. 

Yei 
12 

r  end  i 
months 

udited  assets  and 
data  used. 

cash 

How  not  avilliM 
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FORBES, 
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15,  196 

, — 

-PER  SHARE  DATA:  1968 — 

^ 

Harfcet  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

(WOO) 

(WOO) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

926.200 

31,595 

40,682 

2.35 

1.00 

683/4 

353,456 

21,643 

37,183 

3.80 

2.25 

625/8 

140,743 

8,327 

22,486 

2.81 

2.00t 

47'/2 

572,856 

23,992 

38,209 

-O.IO 

2.99 

1.40 

713/8 

99,645 

494 

8,763 

0.10 

none 

19'/2 

1^2,959 

77,478 

77,478 

1.04 

3.08 

1.00 

511/2 

373,845 

20,978 

45,845 

0.14 

1.89 

1.50 

33'/8 

83,626 

4,861 

8,254 

0.85 

0.36 

145/8 

395,357 

15,024 

29,357 

1.55 

0.70 

403/4 

104,500 

5,194 

8,886 

1.30 

none 

26'/8 

286,376 

21,280 

33,492 

3.65 

2.40 

613/8 

467,831 

34,621 

63,894 

1.79 

1.24 

24'/4 

1,009,944 

17,814 

142,090 

—0.82 

0.64 

1.73 

36 

314,184 

20,900 

38,100 

—0.44 

2.56" 

1.38 

39 

72,324 

3,601 

10,676 

0.08 

0.92" 

0.60 

21 

309,698 

—54,590 

—38,566 

—1.30 

—5.26 

0.63 

293/4 

1.569,427 

104,677 

217,663 

4.75 

1.80 

73 

1,446,769 

65,566 

84,548 

5.12 

3.00 

113% 

708,330 

35,456 

127,895 

-0.12 

1.75* 

0.80 

35 

53,982 

1,993 

8,563 

—0.43 

0.69 

1.00 

271/4 

312,340 

16,340 

31,342 

0.77 

3.43" 

1.60 

651/8 

1,007,314 

77,643 

138,880 

4.25 

2.20 

571/4 

1,420,800 

85,760 

140,121 

1.93 

1.25 

32 

1,791,200 

99,821 

170,369 

2.10 

1.54 

373/4 

296,981 

19,639 

34,178 

2.45 

1.00 

37 

1,100,010 

65,744 

65,744 

0.59 

3.30" 

0.63 

74 

87,059 

7,102 

7,894 

5.62 

2,24 

673/4 

'    436,844 

44,075 

44,075 

0.20 

1.91 

0.40 

231/4 

1 2,885,460 

111,869 

128,212 

2.11 

1.25 

60 

1 1,0^5,207 

20,923 

25,399 

0.67 

0.22 

33 

!    135,605 

8,363 

8,363 

1.40 

1.10 

243/4 

1    496,468 

—4,047 

22,783 

—0.18 

-0.23 

0.90 

271/4 

803,544 

67,350 

93,220 

0.49 

4.34 

1.90 

51'/« 

245,501 

11,762 

51,426 

0.36 

0.61 

none 

12'/8 

123,000 

8,167 

8,167 

5.44 

1.00 

82 

478,500 

15,955 

15,955 

0.48 

0.38 

141/2 

675,228 

47,783 

97,897 

3.08 

2.00 

43% 

216,657 

16,281 

27,635 

2.19* 

0.70 

281/2 

82,950 

8,219 

8,219 

3.91 

1.60t 

39>/2 

1,309,950 

78,617 

91,511 

0.19 

2.70 

1.32 

45 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 v 

Market        Net 
Revenues         Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


240  120  311  288  American-Standard  (Dec) 

B  286  ■  ■  American  Sugar  (Dec) 

1  2  2  1  American  Telephone  &  Telegraph  (Dec) 

133  111  127  61  American  Tobacco  (Dec) 

■  160  ■  ■  AMK(Oct) 


948,620 

296,869 

40,150,717 

1,512,061 

219,456 


■  ■  353  452  AMP  (Dec) 

■  ■  392             ■  Ampex  (April) 
115  125                78             67  Anaconda  (Dec) 

■  ■  ■  469  Anchor  Hocking  Glass  (Dec) 

■  235  ■  ■  Anderson  Clayton  (July) 


133,224 
237,493 
1,685,380 
162,643 
339,333 


395  217  75  189  Anheuser-Busch  (Dec) 

■  304  316  ■  ARA  Services  (Sept) 

■  458  ■  ■  Archer  Daniels  Midland  (June) 
B  257  ■               ■  Arden-Mayfair  (Dec) 

432  ■  ■  467  Arizona  Public  Service  (Dec) 


527,046 
199,539 
147,770 
138,868 
486,673 


489  ■  389  317  Arkansas  Louisiana  Gas  (Dec) 

■  402  ■  ■  Arlan's  Dept.  Stores  (Jan) 

121  80  170  70  Armco  Steel  (Dec) 

375  45  425  ■  Armour  (Oct) 

481  253  135  247  Armstrong  Cork  (Dec) 


427,314 

95,450 

1,633,207 

560,469 

435,595 


299  122  163  171  Ash!and  Oil  &  Refining  (Sept) 

473  192  237  285  Associated  Dry  Goods  (Jan) 

68  74                20  31  Atlantic  Richfield  (Dec) 

■  410               ■  ■  "Automatic"  Sprinkler  (Dec) 

103  149  274  130  Avco  (Nov) 


736,828 
443,247 

2,450,916 
210,955 

1,824,598 


■  ■  497  417  Avnet  (June) 

■  264  23  96  Avcn  Products  (Dec) 
408  221  302  329  Babcock  &  Wilcox  (Dec) 

271  470  286  221  Baitimcre  Gas  &  Electric  (Dec) 

394  ■  ■  ■  Banco  Popular  De  Puerto  Rico  (Dec) 


148,446 
312,973 
516,033 
827,845 
527,907 


158  ■  ■  ■  Bancohio  (Dec) 

2  109  34  33  Bank  of  America  Nat.  Tr.  &  Savings  (Dec) 

102  ■  ■  ■  Bank  of  California  (Dec) 

153  ■  ■  ■  Bank  of  Commonwealth  (Dec) 

337  ■  ■  ■  Bank  of  Hawaii  (Dec) 


1,324,870 

24,163,336 

1,843.065 

1,352,553 

630,305 


111  ■  ■  498  Bank  of  New  York  (Dec) 

15  391  186  139  Bankers  Trust  New  York  (Dec) 

431  ■  ■  ■  Barnett  National  Securities  Florida  (Dec) 

■  ■  297  ■  Baxter  Laboratories  (Dec) 

175  ■  B  B  Baystate  (Dec) 


1,723.565 

7,976,524 

487,733 

145,388 

1,200,645 


123 


461 
436 


195  225  Beatrice  Foods  (Feb) 

207  B  Becton  Dickinson  (Sept) 

483  B  Beico  Petroleum  (Dec) 

422  B  Bell  &  Howell  (Dec) 

■  ■  Bemis  (Dec) 


Not  on  500  list.     fPlus  stock. 

Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,   if  converted,  would  significantly  reduce  reported  earnings  per  share. 


343,446 
170,870 
175,685 
200,340 
186,069 


1,052,'! 

174,; 

62,( 

im\ 

300,1 
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A  Roster  of  the  Country's  Biggest  Corporations 


, 

—PER  SHARE  DATA:  1968 — 

\ 

iiriet  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

(5000) 

(WOO) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

479.430 

29.870 

66.273 

0.06 

1.83 

1.00 

45 

1  114.769 

11,273 

20.517 

0.17 

2.58' 

1.60 

323/8 

ll.lll.257 

2,051.765 

4,189,906 

3.75 

2.40 

53 

t.025.215 
1  240.229 

92,911 

116,272 

3.38' 

1.88 

373/« 

11.166 

15.316 

0.81 

2.25 

0.30 

5378 

!  418.741 

16,227 

24,724 

1.33 

0.40 

341/4 

375.531 

7,665 

17,079 

0.80 

none 

39 

,411.647 

88,964 

139.458 

4.06 

2.25 

64»/2 

276.215 

15,507 

23,139 

2.32 

0.73 

413/8 

158.110 

10,182 

16,622 

3.20 

1.20 

481/2 

,457,179 

44.634 

72,212 

2.01 

0.73 

651/2 

476,052 

12,509 

27,597 

2.95' 

0.78 

1121/4 

92,103 

4,414 

6,898 

0.84 

3.18 

1.60 

661/2 

42.761 

2.738 

8.629 

0.76 

0.30 

15V4 

217.813 

15.585 

31,367 

1.44 

1.00 

255/8 

378.263 

26,421 

41,394 

2.61 

1.70 

371/2 

93.981 

6,142 

8,186 

2.27 

0.10 

343^ 

839,443 

88,007 

140,857 

2.98 

1.50 

283/4 

349.701 

12.029 

30,422 

—1.83 

1.32 

1.60 

573/8 

986,959 

34.891 

58.810 

2.70 

1.45t 

773/4 

870,658 

48.340 

92.592 

—0.20 

2.29' 

1.20 

425/8 

640,050 

30,194 

41,694 

2.51 

1.13t 

531/8 

,875,120 

148,861 

266,616 

3.69 

1.68 

118 

188,237 

2,121 

6,943 

0.10* 

0.11 

275/8 

549,071 

57,022 

71,274 

3.76' 

1.20 

483/4 

282,084 

18,009 

21,020 

1.24» 

0.37 

33 

,649,599 

71.310 

77,809 

2.48 

1.60 

127 

491,588 

25,242 

36,176 

2.04 

1.36 

393/4 

518,742 

38.666 

62,613 

2.32 

1.58 

341/2 

61,200 

4.265 

4,265. 

3.55 

1.20t 

46 

178.520 

11.970 

11,970 

2.68 

i.oot 

40 

t536.498 

146.162 

146,162 

4.26 

1.83 

615/8 

1  111,237 

7,183 

9,333 

3.70 

1.80 

571/4 

,  166,460 

10.173 

14,554 

3.35 

1.22 

681/4 

1  111,237 

7,183 

9,333 

3.70 

1.80 

571/4 

,  166,460 

10,173 

14,554 

3.35 

1.22 

681/4 

i  116.060 

5.892 

6,904 

3.55 

1.80t 

591/4 

1 

f  207.438 

14,520 

14,520 

7.42' 

3.00 

1151/2 

:  791,666 

54,979 

59.379 

5.60 

2.60 

8O1/4 

!    53.339 

3,728 

3,728 

2.83 

0.85 

401/2 

1  502,485 

10,602 

13,528 

0.84 

0.17 

39y8 

'  142,191 

11.016 

11,016 

3.54 

1.40 

453/4 

.  760,000 

37,399 

51,397 

1.81 

0.87 

38 

j  718,575 

13,876 

18,258 

0.87 

0.25 

445/8 

.  296,425 

10,620 

16,329 

1.63 

0.50 

443/8 

351,959 

12,756 

17,522 

0.05                   2.54* 

0.58 

693/4 

,  150,777 

8,808 

17,931 

2.07 

0.80 
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, WHERE  THEY  RANK:  1968 ^ 

Market        Net 
Assets       Revenues         Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


250  78  248  193  Bendix  (Sept) 

83  141  272  135  Beneficial  Finance  (Dec)tt 

53  29  82  25  Bethlehem  Steel  (Dec) 

■  ■  337  486  Black  &  Decker  (Sept) 

81  22  97  74  Boeing  (Dec) 


905,180 
2,128,731 
3,060,354 

153,225 
2,186,119 


■  454  ■  ■  Bohack,  H.  C.  (Jan) 
218  133  111  186  Boise  Cascade  (Dec) 
221  60  141  192  Borden  (Dec) 

287  144  225  180  Borg-Wamer  (Dec) 

■  359  ■  ■  Borman  Food  Stores  (Jan) 


49,825 

1,027,793 

1,023,078 

781,351 

69,984 


368                ■  428  336  Boston  Edison  (Dec) 

399  169  53  129  Bristol-Myers  (Dec) 

■  249  500  438  Broadway-Hale  Stores  (Jan) 

■  360  408  386  Brown  Shoe  (Oct) 

■  328  437  316  Brunswick  (Dec) 


577,226 
523,927 
395,954 
185,296 
409,346 


■  303  ■  ■  Budd  (Dec) 

■  ■  470  ■  Bunker-Ramo  (Dec) 

177  63  107             77  Burlington  Industries  (Sept) 

292  219                50  197  Burroughs  (Dec) 

65  159  239  136  C  &  0/B  &  0  Railroads  (Dec) 


346,727 
185,787 

1,192,676 
772,025 

2,528,613 


47  194  165  119  C.I.T.  Financial  (Dec)tt 

376  165  118  132  Campbell  Soup  (July) 

■  460  ■  ■  Campbell  Taggart  Assoc.  Bakeries  (Dec) 

■  430  ■  422  Cannon  Mills  (Dec) 

■  414  ■  ■  (^nteen  (Sept)^ 


3,734,201 
560,342 
116,406 
246,368 
140,887 


■  500               ■  ■  Carborundum  (Dec) 
465  152  190  237  Carnation  (Dec) 

338  ■  346  322  Carolina  Power  &  Light  (Dec) 

■  294  250  347  Carrier  (Oct) 

■  374  ■  ■  Case,  J.  I.  (Oct) 


253,017 
456,160 
629,755 
345,509 
305,255 


■  385  ■  ■  Castle  &  Cooke  (Mar)^ 
131                58               35  42  Caterpillar  Tractor  (Dec) 
117                94  145  ■  Celanese  (Dec) 

224  443  147  160  Central  &  South  West  (Dec) 

■  ■  ■  428  Central  Illinois  Public  Service  (Dec) 


329,662 
1,532,900 
1,659,200 
1,003,464 

357,419 


448 

■ 

171 

■ 

■ 

279 

■ 

410 

361 

374 

■ 

393 


Central  National  Bank  Chicago  (Dec) 
Central  National  Bank  Cleveland  (Dec) 
Central  Soya  (Aug) 
Central  Telephone  &  Utilities  (Dec) 
Central  Trust  Cincinnati  (Dec) 


472,518 
1,221,665 
163,059 
514,876 
567,371 


434                 ■ 
393               331 

■  481 

■  ■ 
30                 ■ 

■ 
388 

■ 

377 
414 

■  Central-Penn  National  Bank  Phila.  (Dec)                                         484,592                       2: 
265                  Ceno(Dec)                                                                                    528,750                      411 

■  Cessna  Aircraft  (Sept)                                                                      164,186                      26 
321                  Champion  Spark  Plug  (Dec)                                                             207,000                      25: 
315                  Charter  New  York  (Dec)                                                               5,386,866                      20< 

■  Not  on  500  list,     t  Plus  stock,     tt   Including  unconsoiiditad  subsidiaries.                             2)  Canteen  Corp.:  Acquired  by  ITAT  in  1969. 

*  Company    has    convertible    securities    and/or    stock    options    and    warrants                          3)  Castle  &  Cooke:  Changed  fiscal  year-end  from  April  to  March;  thus  n 
which,   if  converted,  would  significantly  reduce  reported  earnings  per  share.                                and  net  income  data  is  for  11  months. 

132 

1 

FORBES,  .MAY  15,    , 
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-PER  SHARE  DATA:  1968 — 

■\ 

arfcet  Value 
OOOO) 

Net  Profits                          Cash  Flow 

Extraordinary 

Reported 

Market 

(WOO)                               ($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

•   599,417 

43,801                                  68,215 

3.30* 

1.45 

49 

550.144 

55,523                                 55,523 

3.91' 

1.60 

483/4 

1,380,092 

160,528                               372,169 

3.55 

1.60 

31% 

439,800 

14,897                                18,380 

—0.11 

2.04 

1.05 

60 

1,231,173 

82,972                              197,411 

3.84 

1.20 

567/8 

16,349 

1,001                                  4,621 

1.30 

none 

255/8 

1114,812 

45,390                                 76,827 

2.38 

0.25t 

6478 

965,181 

43,834                                77,225 

—0.10 

1.56 

1.20 

343/8 

674,568 

46,941                                74,560 

2.51 

1.25 

36 

82,057 

4,260                                  7,161 

1.52 

0.80 

273/4 

347,262 

24,894                                44,314 

0.17 

3.07 

2.08 

461/2 

1.901,778 

57,120                                67,826 

1.96 

1.10 

681/8 

279.840 

16,636                                24,837 

2.26 

0.98t 

44 

363,570 

20,880                                 25,763 

3.14 

1.40 

541/2 

337.260 

26,756                                 39,187 

0.77 

1.45 

none 

181/4 

159.073 

11,211                                22.629 

0.16 

2.01 

0.30 

293/4 

305.088 

12,067                                30,507 

0.18 

0.53* 

0.86 

173/8 

1  133,015 

78,952                              143.957 

3.10 

1.30 

441/2 

'1.986.049 

43.301                                91,687 

2.64 

0.50 

1201/4 

'   633,859 

55,152                              118,258 

6.35 

4.00 

73 

248 

60,520                                60,520 

3.05 

1.75 

441/2 

1820 

56,569                                87,284 

1.70 

1.00 

283/8 

116.740 

8,203                                17,156 

3.70 

1.70 

52 

151,670 

17,748                                28,622 

9.45 

4.00 

85 

215,605 

9,478                                  19,172 

1.36* 

0.80 

31 

200,750 

13,962                                22,168 

3.83 

1.35 

55 

777.472 

35,542                                 48,836 

4.65 

1.33 

1013/4 

427,550 

26,013                                 41,268 

1.98 

1.38 

363/4 

598.170 

23.988                                 33,549 

0.12 

1.55 

0.50 

39V4 

116,703 

3,592                                  12,27& 

0.10 

0.32 

1.44 

19% 

334,261 

10,692                                18,734 

1.24 

0.53 

385/8 

'2,480,125 

121.600                              203.800 

2.14 

1.20 

435/8 

'   941,753 

—77.000                                16.900 

—10.13 

—6.11 

2.00 

703/4 

927,681 

50,337                                 83,532 

2.36 

1.70 

431/2 

251,982 

17,437                                 30,356 

1.52 

1.12 

241/4 

30,420 

2,271                                  2,271 

2.91 

0.98 

39 

117.088 

10,127                                10,808 

4.66 

1.76 

531/8 

158.290 

7,641                                  13,505 

1.20 

0.80 

24% 

413,410 

20,313                                 42,840 

1.25 

0.80t 

271/4 

60,500 

5,447                                   5,447 

4.50 

1.80 

50 

50,949 

3,544                                   4,046 

5.63 

2.80 

81 

378,274 

33,010                                46,509 

4.48 

1.60t 

513/8 

i    176,239 

12,813                                20,278 

1.90* 

0.70 

261/8 

394,160 

26,186                                32,307 

2.14 

1.18 

321/4 

358,065 

26.780                                29,368 

4.10 

1.78 

543/4 

1'!'! 


<  > 


"-TK 


■i.affS'CS.i  ■' 


.iii. 


h  always  think  of  the 
passengers  as  eggs!' 


"Sometimes  our  radar  indicates  a  little 
rough  air  ahead. 

You  know,  the  kind  where  you  bounce 
a  little.  It  has  no  effect  on  my  control  of 
the  aircraft,  but  I'll  still  request  clear- 
ance to  get  over  it. 
Even  if  it  means  losing  some  time. 
Why? 

When  I  started  with  American,  15  years 
ago,  my  first  instructor  told  me  some- 
thing. 

He  said,  'Always  think  of  the  passen- 
gers as  thin-shelled  eggs  sitting  back 
there  on  the  floor.  And  your  job  is  to  get 
them  from  point  A  to  point  B  without 
putting  the  tiniest  crack  in  one  of  them! 
I  still  take  each  bounce  personally!' 

Captain  Cliff  Schmidt  is  the  kind  of  man 
who  makes  the  best  pilot  because  he's  a 
concerned  man.  He  does  more  than  just 
his  job.  That's  the  American  Way. 

Fly  the  American  Way.  American  Airlines 


The  Dimensions  of  American  Businest 


Assets 


WHERE  THEY  RANK:  1968 n 

Market         Net 
Revenues  Value        Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


4 

185 

64 

44 

0 

312 

140 

106 

a 

357 

442 

304 


472 


399 


Chase  Manhattan  (Dec) 

Chemical  New  York  (Dec) 

Chesebrough-Ponds  (Dec) 

Chi.  Mi'waukee  St  Paul  &  Pacific  R.  R.  (Dec) 

Chicago  Br'dge  &  Iron  (Dec) 


19,265,790 

8,967,729 

132,966 

727,010 

191,709 


757,373 
443,410 
185,833 
274,453 
250,354 


■  a  ■  475  Ch'cago  Pneumatic  Tool  (Dec) 

456  ■  ■  ■  Chicago  Reck  Island  &  Pacific  R.  R.  (Dec) 

35  7  30  16  Chrysler  (Dec) 

351  497  ■  462  Chubb  (Dec) 

357  ■  309  268  Cincinnati  Gas  &  Electric  (Dec) 


149,688 
466,558 
4,398,092 
604.766 
595,405 


148,476 
£50,486 
7.445.251 
256.500 
225.043 


99 
125 
382 


457 
71 


39 


385 


455  Cincinnati  Milling  Machine  (Dec) 

43  Cities  Service  (Dec) 

■  C  tizens  &  Southern  Nat.  Bnk.  Georgia  (Dec) 

■  C  tizens  Fidelity  Bank  Kentucky  (Dec) 

■  C  ty  Invest'ng  (April) 


201,949 

1.872,458 

1,568,050 

541,281 

338,925 


281,065 

1,439,728 

96,579 

25,032 

196.083 


484 
398 


363 
283 


400 
463 


308 


C:ty  National  Bank  Beverly  Hills  (Dec) 
City  National  Bank  Detroit  (Dec) 
City  Stores  (Jan) 
C'ark  Equipment  (Dec) 
C'ark  Oil  &  Refin'ng  (Dec) 


432,866 
524,501 
149,639 
357,194 
112,522 


24.668 

25,803 

372.109 

507,400 

238,354 


347 
69 


51 


311 
10 


264  226  C'eve.'and  Electric  Illuminating  (Dec) 

475  339  Cleveland  Trust  (Dec) 

■  367  C'eve'and-C'iffs  Iron  (Dec) 

499  412  C'uett  Peabcdy  (Dec) 

242  143  CNA  Financial  (Dec) 


618.397 

2.449.358 

197,248 

289,646 

3,204.610 


203,840 

123,234 

84,709 

445,925 

1,119,369 


■  ■  417  342  Coastal  States  Gas  Producing  (June) 
277  99                19  48  Coca-Cola  (Dec) 

390  113  204  229  Colgate-Palmolive  (Dec) 

■  310  ■  ■  Collins  Radio  (Ju!y) 

■  262  ■  ■  Colonial  Stores  (Dec) 


404,954 
802,101 
531,307 
302,214 
114,441 


247,110 

1.185.809 

1.098,122 

447,026 

562.321 


363  215  366  295  Colt  Industries  (Dec) 

307  140  84  127  Columbia  Broadcasting  System  (Dec) 

108  203  152  85  Columbia  Gas  System  (Dec) 

■  fl  ■  489  Columbus  &  Southern  Ohio  Electric  (Dec) 

■  ■  93  375  Combined  Insurance  Co.  of  America  (Dec) 


587.930 
720.255 
1.733,963 
358,856 
185,365 


663.858 
988.124 
706,856 
91,880 
165,101 


419  214  457  363  Combustion  Engneering  (Dec) 

282  ■  ■  ■  Commerce  Bancshares  Missouri  (Dec) 

59  189  44  38  Commonwealth  Edison  (Dec) 

■  ■  429  454  Commonwealth  Oil  Refining  (Dec) 

■  ■  284  ■  Communications  Satellite  (Dec) 


501,343 
791,740 
2,624,266 
215,812 
253,198 


664,891 

35,807 

745,345 

172,664 

30,495 


■                 484               . 

32                 73               125 
226                  .                  . 

42               143                95 
373                 97               136 

■  Cone  Mills  (Dec) 

159                  Connecticut  General  Insurance  (Dec) 

■  Connecticut  Nat.  Bank  &  Tr.  Hartford  (Dec) 
39                  Consolidated  Edison  (Dec) 

150                  Consolidated  Foods  (June) 

222,440 
5.001.423 

989,326 
3,845,409 

568.262 

261,854 

1.418,355 

54.049 

982.259. 
1.216,75Z| 

■  Not  on  500  list.     tPlus  stock. 

*  Company    has    convertible    securities    ind/or    stock    options    and    warrants 
which,   if  converted,  would  signlfictntly  reduce  reported  earnings  per  share. 
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-PER  SHARE  DATA:  1968— 

> 

Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

1,697.112 

119,480 

119,480 

3.80 

1.57 

54 

966.788 

67,258 

71,753 

5.10* 

2.35 

721/2 

416,567 

16,414 

18,890 

1.56 

0.86 

39V2 

120,990 

6,036 

25,082 

1.58 

none 

551/2 

212.428 

19,477 

26,263 

3.04 

8.16 

2.10 

92 

223,260 

15,321 

18,097 

3.14 

1.80 

453/4 

74,486 

—4,254 

7,750 

1.90 

—1.46 

none 

251/2 

2,631,440 

290.729 

639,496 

6.23 

2.00 

56 

260,129 

15,743 

16,837 

3.36 

1.58 

551/2 

480,562 

32,443 

50,862 

1.98 

1.33 

31 

229,943 

16,150 

21,930 

4.46 

1.35 

641/2 

2,320,539 

121.336 

242,041 

3.81 

2.00 

781/2 

266.916 

13,970 

13,970 

2.85 

1.05t 

535/8 

40,000 

4,239 

4,239 

5.30 

1.76 

50 

385,263 

12,127 

16,633 

1.13* 

0.15t 

371/8 

39,400 

2,800 

2,800 

1.75 

0.77 

24% 

15,836 

1,838 

2,112 

4.70 

2.00 

401/2 

67,287 

4,820 

10,033 

1.62 

0.25 

22% 

368,622 

27,825 

37,534 

2.45 

1.20 

323/8 

309,546 

12,083 

18,546 

1.70 

0.33 

431/2 

567,164 

37,306 

57,354 

2.78 

1.89 

421/4 

300,000 

24,640 

26,010 

9.86 

3.04 

120 

246,483 

21,726 

27,515 

1.69 

5.01 

1.60 

6O1/4 

280,800 

18,331 

23,832 

2.06 

0.83 

333/4 

628,190 

53,682 

53.682 

0.24 

1.74* 

0.38 

243/8 

355,427 

24,342 

38,054 

1.33 

nonet 

385/8 

4,103,099 

110,325 

149.705 

1.93 

1.16 

71 '/a 

725,650 

36,590 

54,413 

2.45 

1.00 

491/4 

201,385 

13,014 

22,602 

4.44 

0.80 

67^/8 

84,670 

8,337 

14,279 

0.31 

2.96 

1.45 

301/4 

1 

1        402,655 

28,840 

44,818 

0.24 

3.74* 

0.80 

641/4 

j     1,364,068 

57,935 

81,809 

2.20* 

1.40t 

533/4 

j       919,903 

77,045 

135,360 

2.53 

1.52 

301/4 

\        247,800 

14,799 

25.924 

2.49 

1.64 

441/4 

1.256,413 

21,290 

21,290 

1.47 

0.48 

861/2 

'313,122 

22,106 

33,072 

4.71 

2.35 

69 

107,580 

8,301 

9,353 

4.24 

1.40 

55 

2,042,785 

131,764 

225,784 

2.99 

1.43 

48% 

346,817 

16,180 

20,642 

—0.14 

1.36 

0.60 

291/4 

527,500 

6,841 

16.879 

0.68 

none 

523/4 

82,556 

3,450 

14.131 

0.99 

1.00 

241/8 

1,036,962 

50,441 

50.441 

1.87 

0.34 

575/8 

111,264 

8,634 

8,634 

2.81 

0.57 

76 

1,239,893 

128,519 

220,978 

2.57 

1.80 

331/4 

985,382 

52,257 

69,345 

0.60 

2.39 

0.90 

481/4 

• 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 
Market 
Revenues  Value 


Net 
Profits 


Company  (and  month  fiscal  year  ended) 


Assets 

($000) 


■  3b0  ■  ■  Consolidated  Freightways  (Dec) 

200  285  253  187  Consolidated  Fatural  Gas  (Dec) 

120  284  126  116  Consumers  Power  (Dec) 

371  ■  ■  ■  Continental  Bank  &  Tr  Norristown  Pa  (Dec) 

211  67  89  72  Continental  Can  (Dec) 


192.851 
1.117,206 
1.640,711 

569,356 
1,072.679 


52  119  92  63  Continental  Corp  (Dec) 

17  416  189  133  Continental  Illinois  Nat  Bank  Chi  (Dec) 

64  42  43  30  Continental  Oil  (Dec) 

267  ■  256  333  Continental  Telephone  (Dec) 

458  351  91  410  Control  Data  (June)* 


3,172.485 

7,373.394 

2.537.361 

856,285 

465,365 


■  247  ■  ■  Cook  Coffee  (Dec) 
262  108  139  141  Com  Products  (Dec) 

460  299  51  181  Coming  Glass  Works  (Dec) 

237  ■  ■  a  County  Trust  White  Plains,  N  Y  (Dec) 

■  338  ■  ■  Crane  (Dec) 


192,123 
869.191 
463.623 
957.084 
295.315 


33 


247 
251 


477  338  289  Crocker-Citizens  National  Bank  Cal.  (Dec) 

479  350  296  Crowell  Collier  &  Macmillian  (Dec) 

401  460  384  Crown  Cork  &  Seal  (Dec) 

158  162  111  Crown  Zellerbach  (Dec) 

337  ■  326  Crum  &  Forster  (Dec) 


4.859.027 
308.602 
313,642 
937,542 
895,212 


405 

369 

■ 

452 
271 


432 


■  Cudahy  (Oct) 

■  Cummins  Engine  (Dec) 
374  Cyprus  Mines  (Dec) 

■  Dan  River  Mills  (Dec) 
293  Dana  (Aug) 


66,758 
251,342 
216,998 
282,157 
355,980 


387 

223 

233 

228 

Dart  Industries  (Dec)> 

■ 

314 

364 

468 

Dayton  Corp  (Jan) 

493 

■ 

445 

371 

Dayton  Power  &  Light  (Dec) 

146 

131 

178 

203 

Deere  (Oct) 

439 

239 

365 

312 

Del  Monte  (Feb) 

■ 

■ 

■ 

488 

Delmarva  Power  &  Light  (Dec) 

454 

319 

209 

234 

Delta  Air  Lines  (June) 

336 

■ 

■ 

■ 

Denver  U.  S.  Bancorp  Colorado  (Dec) 

86 

■ 

■ 

474 

Detroit  Bank  &  Trust  (Dec) 

132 

313 

174 

122 

Detroit  Edison  (Dec) 

533,448 
260,409 
420.084 
1.376.777 
480.263 


324,609 

468.249 

631,159 

2.068,499 

1.529,043 


■ 

390 

■ 

■ 

Di  Giorgio  (Dec) 

124.360 

343.933 

• 

305 

279 

269 

Diamond  International  (Dec) 

327,634 

466,815 

331 

280 

292 

251 

Diamond  Shamrock  (Dec) 

641.189 

514,832 

■ 

■ 

294 

■ 

Digital  Equipment  (June) 

36.497 

57.33S 

■ 

348 

477 

453 

Dillingham  (Dec) 

337.689 

390.674 

■ 

■ 

399 

■ 

Disney,  Watt  Productions  (Sept) 

165,038 

137.14e 

480 

■ 

■ 

■ 

Dominion  Bank  Shares  (Dec) 

435,858 

22.86- 

■ 

474 

278 

388 

Donnelley,  R.  R.  &  Sons  (Dec) 

252.511 

272.90! 

76 

61 

37 

35 

Dow  Chemical  (Dec) 

2,312,225 

1.652.49; 

■ 

■ 

167 

423 

Dow  Jones  (Dec) 

85.505 

108.20: 

■  Not  on  500  list 

tPlus  stock. 

Compiny    his    convartibl*    securities    and  or     stock    options    and     wtrrints 
which,   il  convtfttd.   would  sigmficintly  reduce  reported  eirnings  pet  shire 
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larket  Value 
($000) 

Net  Profits                           Cash  Flow 
($000)                                ($000) 

Extraordinary 
Credit  or  Charge  ( — ) 

—PER  SHARE  DATA:  1958 
Reported 
Earnings            Dividend 

Market 
Price  (Dec.  31) 

218,701 

13,963                                 15,853 

0.11 

2.52* 

0.95 

39'/4 

590,969 

45,102                                 77,500 

2.49 

1.70 

32% 

1.027,451 

62,557                               111,382 

2.60 

1.90 

45«/8 

77,688 

5,962                                   6,510 

2.76 

1.40  f 

36 

1,295,456 

83,467                               135,385 

4.42 

2.05 

683/4 

1,261,248 

90,681                                 90,681 

1.84 

4.24 

0.80 

595/8 

784,512 

55,918                                 55,918 

3.32 

1.37 

46% 

2,050,050 

150,042                               300,143 

2.88 

1.43 

39% 

584,246 

25,042                                   57,837 

1.12 

0.64 

26V4 

1.291,038 

18,464                                   55,833 

2.12 

1.58 

1441/4 

180,395 

12,855                                 18,361 

2.40 

0.38 

431/2 

.   968,396 

53,943                                 86,514 

2.35 

1.70 

423/8 

1.980.583 

46,767                                 76,887 

6.79 

3.25 

2873/4 

124,126 

8,455                                   8,990 

3.39 

1.35t 

493/4 

149,072 

10,998                                 20,144 

0.99 

4,28 

1.60t 

58'/8 

439,790 

29,712                                   29,712 

2.87 

1.40 

421/2 

424,977 

28,818                                   34,540 

1.25 

2.57* 

nonet 

353/4 

311,664 

20,902                                   33,348 

5.03 

none 

75>/2 

870,886 

65,312                                 112,599 

0.38 

4.21* 

2.20 

563/4 

.   268,295 

25,410                                 25,410 

9.74 

2.43 

115 

56,120 

6,855                                    8,701 

1.26 

2.75'* 

none 

24% 

.   204,057 

13,153                                 25,535 

2.40 

0.73 

37 

279,420 

21.321                                 27,092 

4.58 

1.40 

60 

151,686 

7.523                                 18,170 

1.34 

1.20 

27 

341.496 

29,251                                 40,848 

2.18 

1.10 

251/2 

559,222 

37,048                                   62,081 

0.02 

1.93 

0.30t 

40% 

404,940 

15,569                                   21,294 

1.36 

0.40 

353/4 

324,263 

21,541                                   33,088 

2.22 

1.49 

34% 

813,670 

42,622                                 80,301 

2.88 

2.00 

55 

403,919 

27,098                                 38,732 

2.25 

1.10 

351/2 

238,800 

14,822                                 25,701. 

1.50 

1.04 

26% 

714,797 

36,134                                 76,702 

0.01 

1.89 

0.40 

37% 

60,120 

4,750                                    4,750 

2.00 

0.95 

25»/4 

i   150,896 

15,338                                 15,338 

6.26 

2.31 

61% 

818,647 

60,027                                 100,117 

1.90 

1.40 

28% 

64,106 

5,789                                     7,989 

1.50 

3.12* 

0.80 

32'/8 

538,363 

32,417                                 49,606 

3.12 

1.80 

52% 

508,084 

34,615                                 69,773 

0.03 

1.86 

1.40 

35% 

507,469 

6,857                                   7,535 

2.34 

none 

173% 

299,911 

16,185                                 31,167 

0.48 

1.46" 

0.33 

313/4 

369.429 

13,106                                 19,955 

3.08' 

0.30t 

85 

46,525 

3,736                                   3,736 

2.47 

1.08t 

303/4 

539,118 

20,776                                 33,215 

1.61 

0.60 

413/4 

?,357.940 

135,960                               293,187 

4.51 

2.35 

78 

845,400 

17,727                                 20,416 

2.52 

1.40 

120 

4)  Control  Oita:  All  financial  results  and  rankings  are  based  on  CDC's  fiscal  year  ended  June                 5)  Dart 
30,  1968.  Based  on  its  new  fiscal  year  ended  Dec.  31,  and  including  Commercial  Credit  acquired 
Aug.  16.  it  would  have  ranked:  assets.  40;  revenues.  144,'  market  value,  49;  net  profits,  168 

Industries:    Formerly   Rexall    Drug 

&    Chemical. 

)RBES.  MAY    15,  1969 

i 

139 

The  Dimensions  of  American  Business 


Assets 


-WHERE  THEY  RANK:  19G8 > 

Market        Net 
Revenues         Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


384 
185 

■ 

48 
364 


232 

423 

495 

18 


381 
158 
306 
10 
372 


243 
166 
402 
12 
291 


Dresser  Industries  (Oct) 
Duke  Power  (Dec) 
Dun  &  Bradstreet  (Dec) 
DuPont,  E.  I.  De  Nemours  (Dec) 
Duquesne  Light  (Dec) 


535,924 
1,153,075 

174.036 
3,289,300 

587,746 


228 

■ 

62 

344 

97 


190 

■ 

35 
157 
173 


442 
420 
5 
231 
224 


476 

11 

165 

217 


Eastern  Air  Lines  (Dec) 

Eastern  Gas  &  Fuel  Associates  (Dec) 

Eastman  Kodak  (Dec) 

Eaton  Yale  &  Towne  (Dec) 

El  Paso  Natural  Gas  (Dec) 


976,211 
341,680 

2,565,222 
622,705 

1,879,217 


446 
405 


■  325             ■  Dectronic  Data  Systems  (June) 
335  423  361  ELTRA  (Sept) 

276  132  219  Emerson  Electric  (Sept) 

83  171  274  Engelhard  Minerals  &  Chemicals  (Dec) 

■  ■  ■  Equitable  Trust  Baltimore  (Dec) 


9,553 
266,645 
316,348 
475,666 
517,545 


■  325  413  309  Essex  International  (Dec) 
380  282  405  277  Ethyl  (Dec) 

■  392  ■  ■  Evans  Products  (Dec) 

■  366  487  365  Ex-Cell-0  (Nov) 

■  ■  398  494  Factor,  Max  (Dec) 


260,753 
554,627 
314,923 
271,251 
123,732 


■ 

■                 410 

Fairchild  Camera  &  Instrument  (Dec) 

146,084 

198,47; 

■ 

496                ■ 

Fairmont  Foods  (Feb) 

-W 

96,170 

256,951 

12 

323                ■ 

283 

Federal  National  Mortgage  Assoc.  (June)^ 

-^K 

8,720,626 

427.06 

232 

51                 72 

75 

Federated  Department  Stores  (Jan) 

^B 

970,985 

1.813,77 

145 

■                 ■ 

Fidelity  Bank  Philadelphia  (Dec) 

.    an 

1.378,846 

77,19 

296 

Fidelity  Union  Trust  Newark,  Ni  (Dec) 

754,123 

38,71 

366 

Fifth  Third  Bank  Cincinnati  (Dec) 

579,556 

29,66 

187 

Financial  Federation  (Dec) 

fli 

1.150,541 

71,43 

96 

44                61 

40 

Firestone  Tire  &  Rubber  (Oct) 

1,882,646 

2,131,44 

294 

First  &  Merchants  Nat  Bank  Virginia  (Dec) 

765.457 

42,12 

356 

First  American  Nat  Bank  Tennessee  (Dec) 

m 

600,313 

28,15 

45 

■                349 

286 

Firit  Bank  System  (Dec) 

'|i|ll  > 

3,815,126 

198,44 

320 

First  Boston  Corp  (Dec) 

669,409 

45,5-1 

74 

■                411 

419 

First  Charter  Financial  (Dec) 

2,343,523 

141,3i 

194 

First  City  National  Bank  Houston  (Dec) 

1,123,382 

40,8; 

420 

First  Hawaii  Bank  (Dec) 

501,200 

27,8: 

469 

First  Jersey  National  Bank  (Dec) 

453,976 

22,4( 

437 

First  Lincoln  Financial  California  (Dec) 

480,605 

29,6( 

342 

First  National  Bankcorp  Colorado  (Dec) 

625,751 

33,61 

401 

First  National  Bank  Akron  Ohio  (Dec) 

521,689 

26,2( 

242 

First  National  Bank  Atlanta  (Dec) 

945.923 

48,3 

329 

First  National  Bank  Birmingham  Ala  (Dec) 

642,503 

29,1 

43 

■                296 

230 

First  National  Bank  Boston  (Dec) 

3,823,191 

188,9 

20 

475               230 

154 

First  National  Bank  Chicago  (Dec) 

6,530,070 

272,4 

295 

■                  ■ 

■ 

First  National  Bank  Cincinnati  (Dec) 

760,735 

35,1 

■  Not  on  SOO  list.     fPlus  stock. 

*  Company    has    convertible    securities    and/or 
which,   if  converted,  would  significantly  reduce 

6)   Federal    National 
stock    options    and    warranto                             earnings  data   in 
reported  earnings  per  share. 

Mortgage   Association:    Company   did 
its   1968  annual   report. 

not   report   per-sh 
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-PER  SHARE  DATA:  1968— 

\ 

AaiVet  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

(JOOO) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

387.930 

35,061 

58,200 

0.03 

2.61* 

1.36 

41% 

885.870 

49.141 

87,216 

1.91 

1.30 

38% 

483.436 

19,183 

21761 

1.85 

1.20 

46y8 

7.639,005 

371,871 

672,335 

7.82 

5.50 

165 

399.209 

29.591 

46.015 

2.06 

1.66 

30% 

331.136 

—11,939 

53,300 

0.09 

—1.06 

0.50 

28% 

352.972 

15,241 

27,542 

0.10 

1.71* 

nonet 

391/2 

1.833,171 

375,370 

490,608 

2.33 

1.09 

73% 

662,216 

49,198 

70,928 

2.89 

1.33 

401/2 

675.014 

40,028 

121,492 

0.07 

1.35" 

1.00 

25% 

467,460 

1,558 

1,721 

0.14 

none 

42 

350,972 

22,146 

31.090 

2.80 

1.05 

441/2 

.1,007,575 

39,458 

51,113 

1.84 

0.86 

51% 

1    825,431 

31,658 

39,912 

1.15* 

0.33 

33% 

58.681 

4.243 

5.176 

3.65 

0.40t 

501/2 

359.910 

27,545 

34.422 

3.29 

1.10 

43 

366.022 

31,502 

62.578 

2.59* 

0.60 

361/2 

176.322 

8.732 

16.846 

—0.04 

2.45* 

0.60 

531/8 

295,010 

22,031 

41.263 

2.58 

1.20 

341/2 

371,517 

14,671 

17,025 

2.18 

0.81t 

551/2 

360.341 

573 

11,313 

1.13 

0.13 

0.50 

8278 

81,567 

5,048 

10,294 

1.29* 

1.00 

241/8 

186^33 

30,957 

30,957 

N.A. 

3.84 

1331/2 

1,531,718 

80,270 

104,993 

1.85 

0.90 

35% 

157,868 

11,631 

11,631 

9.07 

4.80 

122 

110,745 

9,594 

9,594 

5.98 

2.55 

69 

87.406 

6,262 

6,262 

2.77 

1.03 

38% 

82,280 

—4,361 

—4,361 

—1.60 

none 

30% 

1,732,658 

127.035 

199,517 

4.32 

1.45 

59% 

98,708 

6,566 

6,56^ 

3.56 

1.40t 

531/2 

84.000 

5.414 

5,414 

3.61 

1.40 

56 

426,699 

30,166 

33,464 

4.14 

1.80 

581/2 

86,932 

7,714 

7,798 

10.05 

5.17 

103 

'  360,255 

17,871 

18,035 

1.81 

nonet 

361/2 

127,500 

9.049 

9,049 

2.41 

1.25 

34 

65.648 

4.261 

4,261 

2.86 

1.30 

44 

44,800 

3.350 

3,852 

4.19 

1.85 

56 

25,340 

983 

983 

0.14 

0.52 

none 

14 

21,500 

4,646 

4,646 

9.29 

0.35 

43 

44.642 

4,260 

4,260 

3.24 

1.06t 

34 

103,747 

6,599 

6,599 

4.55 

2.00 

711/2 

75,000 

6,923 

6,923 

3.46 

1.75 

37% 

504,000 

36,488 

36,488 

6.08 

2.70 

84 

'   666,250 

50,814 

56,809 

5.08 

1.94 

66% 

90.000 

8,083 

8,083 

5.39 

2.25 

60 
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Introducing  a  new 

commuter  service 

to  tile  bottom 

of  tlie  sea 


Underwater  salvage  and  rescue  work 
has  always  been  hampered  by  the 
difficulty  of  applying'  efficient  man- 
power deep  in  the  sea.  For  example, 
divers  operating  at  a  depth  of  300 
feet  were  limited  to  30-minute  work- 
ing periods.  And  they  had  to  spend 
another  2\]>  hours  under  water  to 
decompress  before  surfacing. 

So,  at  the  Navy's  request,  FMC 
Corporation  did  something  about  it. 
We  engineered  and  built  Deep  Dive 
System  Mark  I  for  the  Naval  Ship 
Systems  Command. 

Now  divers,  using  the  transfer  cap- 
sule as  an  undersea  operating  base, 
can  work  850  feet  down,  4  hours  at 
a  stretch.  They  can  then  be  brought 
to-  the  surface  immediately  without 
decompression,  while  a  fresh  team 


of  divers  takes  their  place  on  the 
site  below.  And  this  new  system, 
consisting  of  the  capsule  and  related 
shipboard  support  equipment,  can  be 
airlifted  to  meet  an  emergency  any- 
where in  the  world  in  48  hours. 

Deep  Dive  System  Mark  I  is  the 
latest  in  a  series  of  developments 
which  improve  man's  ability  to  cope 
with  earth's  least  explored  frontier, 
the  deep  ocean.  FMC  has  been  think- 
ing "deep"  in  such  fields  as  manned 
submersibles,  floating  research  labo- 
ratories, and  undersea  and  surface 
high-pressure  habitats. 

Oceanography  is  one  of  many 
areas  in  which  FMC  is  putting  ideas 
to  work.  For  more  details,  write  FMC 
Corporation,  Executive  Offices,  San 
Jose,  California  95106. 


Fl^C  CORPORikTZOMr 

Putting  ideas  to  work  in  Machinery  Chemicals -Defense- Fibers  &  Films 

PRINCIPAL  PRODUCTS:  AVISCO  frbers;  packaging  films;  industrial  strappings  a  BOLENS  compact  tractors  □  CHICAGO  waste  treatment  systems  D  CHIKSAN.  0-C-T.  WECO 
oil  industry  equipment  D  FMC  food  processing  equipment;  packaging  4  converting  macfiinery;  systems  engineering  □  FtvlC  industrial  &  specialty  ctiemicals  □  FMC  de- 
fense materiel  D  GUNDERSON  railcars  &  marine  vessels  a  JOHN  BEAN  agricultural,  automotive,  airline,  i  fire  fighting  equipment  a  LINK-BELT  power  transmission,  materials 
handling.  4  construction  equipment  a  NIAGARA  agricultural  ctiemicals  4  seeds  □  PEERLESS  4  COFFIN  pumps  □  SYNTRON  4  STEARNS  electromagnetic  equipment 


The  Dimensions  of  American  Business 


, WHERE  THEY  RANK:  1968 -> 

Market         Net 
Assets       Revenues         Value       Profits 


HP? 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


112 
466 
462 
328 
281 


First  National  Bank  Dallas  (Dec) 
First  National  Bank  Fort  Worth  (Dec) 
First  National  Bank  Kansas  City  Mo  (Dec) 
First  National  Bank  Maryland  (Dec) 
Rrst  National  Bank  Memphis  Tenn  (Dec) 


1,714,120 
454,648 
460,038 
646,695 
792,499 


101 
494 
210 
3 
254 


184 


49 


41 


First  National  Bank  Oregon  (Dec) 
First  Nat  Bank  Passaic  County  N  J  (Dec) 
First  National  Bank  St.  Louis  (Dec) 
Hrst  National  City  N  Y  (Dec) 
First  Nat  State  Bank  New  Jersey  (Dec) 


1,850,244 

419,781 

1,092,472 

19,624,120 

889,308 


421 

■ 

■ 

First  Nat  Bank  &  Trust  Tulsa  Okia  (Dec) 

499,203 

21,469 

■ 

226 

■ 

First  National  Stores  (Mar) 

123,168 

640,116 

403 

■ 

First  Oklahoma  Bancorp  (Dec) 

519,958 

25,203 

66 

495 

409 

First  Penna  Corp  (Dec) 

2,506,555 

127,862  : 

222 

■ 

First  Security  Corp  Salt  Lake  City  (Dec) 

1,018,204 

57,265 

238 

■ 

First  Union  National  Bancorp  (Dec) 

956,519 

60,113  ■ 

443 

■ 

First  Virginia  Bankshares  (Dec) 

478,190 

31,437 

129 

■ 

First  Wisconsin  Bankshares  (Dec) 

^m 

1,535,460 

79,693 

■ 

427 

■ 

Fisher  Foods  (Dec) 

■^B 

59.807 

309,707 

■ 

227 

■ 

Fleming  (Dec) 

63,718 

636,958 

■ 

422 

■ 

■ 

Flintkote  (Dec) 

378 

■ 

370 

324 

Florida  Power  (Dec) 

192 

411 

146 

167 

Florida  Power  &  Light  (Dec) 

■ 

415 

■ 

■ 

Fluor  (Oct) 

230 

79 

104 

92 

FMC  (Dec) 

■ 

81 

■ 

■ 

Food  Fair  Stores  (April) 

i                    11 

4 

14 

6 

Ford  Motor  (Dec) 

:*          417 

70 

403 

351 

Foremost-McKesson  (Mar) 

t                  392 

■ 

■ 

■ 

Fort  Worth  National  Bank  Texas  (Dec) 

i            ■ 

361 

■ 

■ 

Foster  Wheeler  (Dec) 

297,759 
557,817 
1,132,425 
141,827 
974,333 


290,838 
8,953,200 
503,774 
529,353 
174,779 


206 
56 
■ 

436 
483 


336 


247  362  Franklin  Life  Insurance  (Dec) 

■  411  Franklin  National  Bank  L  I  N  Y  (Dec) 
220  213  Freeport  Sulphur  (Dec) 

440  404  Fruehauf  (Dec) 

■  ■  Fulton  National  Bank  Atlanta  (Dec) 


1,095,235 

2,868,277 

290,001 

483,329 

434,224 


245 

95 

385 

254 

312 

105 

■  ■  6AC  Corp  (Dec)tt 
359  378  GAF  (Dec) 

■  ■  Gambles  (Jan) 

397  397  Gardner-Denver  (Dec) 

461  350  General  American  Oil  of  Texas  (June) 


942,500 

1,247,59 

535,444 

569,54 

695,443 

1,143,74 

147,053 

172,35 

182,793 

46,69 

321               437 

270 

325 

435                 ■ 

■ 

■ 

■                 380 

319 

■ 

264                34 

305 

220 

29                   5 

9 

13 

■  Not  on  SOD  list. 

t  Plu 

.  stock. 

tt   Inclu 

General  American  Transportation  (Dec) 
General  Bancshares  (Dec) 
General  Cable  (Dec) 
General  Dynamics  (Dec) 
General  Electric  (Dec) 


667,916 
483.371 
217,420 
865,932 
5,743,774 


299,001 
27,331 

353,331 
2,662,231 
8,381,6.'! 


tt   Including  unconsolidited  subsidiaries. 
•  Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,   if  convi'  led.  would  significantly  reduce  reported  earnings  per  share. 
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A  Roster  of  the  Country's  Biggest  Corporations 


f 

-PER  SHARE  DATA:  1968 — 

— -^ 

(fit  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

WOO) 

($000) 

(WOO) 

Credit  or  Charge  ( — ) 

Earnings 

Dividend 

Price  (Dec.  31) 

07,900 

13,657 

15.365 

2.82 

1.14 

43 

33,500 

3.483 

4.016 

3.48 

1.20 

331/2 

41,280 

4,027 

4.027 

8.39 

3.00t 

86 

83.056 

5,796 

5.796 

2.39 

1.04t 

34V« 

78,375 

5,723 

5.723 

3.82 

1.33 

521/4 

53,024 

12.413 

14,486 

3.90 

1.70 

48 

40,950 

3,104 

3.104 

4.93 

1.88t 

65 

36,496 

7,458 

7.458 

4.40 

2.00 

51 

89,749 

124,789 

134,404 

4.66 

2.05 

73% 

34,455 

7,169 

7,169 

3.66 

1.63 

43'/8 

50.192 

■v::i 

4,201 

2.51 

1.02 

36 

51,391 

-6,644 

1,470 

^».14 

none 

38% 

95.011 

5,975 

5,975 

0.75 

0.16t 

12V4 

33.709 

18.604 

18.604 

3.62 

1.70 

551/4 

J4.896 

9.259 

9,259 

3.51 

1.50 

36 

;15.813 

7,835 

8,945 

2.31 

0.83 

43 

«1.633 

4.306 

4,306 

0.62 

0.30 

125/8 

32.057 

11.267 

11,267 

5.72 

2.33 

67 

1)6.463 

4,885 

8,074 

0.92 

nonet 

20% 

10.009 

4,737 

6,683 

0.99 

0.50 

23 

70.731 

11,260 

25,752 

1.66 

1.00 

30'/4 

00,925 

25,637 

40,861 

2.51 

1.46 

413/4 

•t6,513 

48,910 

83,472 

3.40 

1.79 

673/8 

i8.768 

11,952 

19,179 

2.06 

nonet 

543/4 

'9,630 

75.157 

123.421 

2.31* 

0.83 

38'/4 

1.168 

10,797 

22.969 

1.49* 

0.90 

221/2 

14.242 

626,600 

1,374,800 

5.73 

2.40 

53 

^7,132 

23,186 

32,171 

1.80* 

0.63 

34 

'2.048 

4,256 

4.256 

3.69 

1.32 

361/2 

'1,881 

5,409 

9.926 

0.26 

1.81 

0.75t 

241/8 

111,354 

22,114 

22.114 

1.05 

0.40t 

285/8 

■  0,530 

18.433 

20,734 

3.60 

1.15 

46i/« 

';2.748 

40.395 

52,404 

2.61 

1.40 

44 

'4,222 

19.054 

39,602 

2.23 

1.70 

38% 

4,100 

3.086 

3,086 

2.81 

0.64t 

31 

■5,461 

11,244 

11,244 

2.95* 

1.43 

61i/« 

14,191 

21,232 

39,117 

1.31* 

0.40 

31 

'7,871 

13,173 

24,110 

2.87* 

1.30 

351/2 

!  3,829 

19.624 

23,458 

2.43 

1.65 

463/8 

19,918 

23.322 

38,278 

1.24 

4.66* 

0.60t 

58% 

3,275 

25.465 

51,000 

2.14* 

1.56 

491/4 

i0,314 

3,749 

3,749 

1.57 

0.50 

16% 

'4,609 

12.370 

18,698 

—0.04 

0.92 

1.20 

351/8 

'4,912 

38,683 

84,614 

0.85 

3.68 

1.00 

461/8 

34,958 

357,107 

657,248 

3.95 

2.60 

93% 

^  t'^,  MAY  15,  1969 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 
Market 
Revenues         Value 


Net 
Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
(WOO) 


216 

55 

45 

54 

General  Foods  (Mar) 

m 

1,044,690 

1,739,686 

416 

213 

260 

278 

General  Mills  (May) 

505,137 

668,942 

6 

1 

3 

2 

General  Motors  (Dec) 

- 

13,864,483 

22,755,403 

118 

398 

175 

144 

General  Public  Utilities  (Dec) 

s 

1,658,723 

339,509 

26 

27 

18 

17 

General  Telephone  &  Electronics  (Dec) 

6,157,468 

2,927,055 

275 

128 

245 

195 

General  Fire  &  Rubber  (Nov) 

812,661 

1,039,072 

106 


116 


245 

195 

General  Fire  &  Rubber  (Nov) 

293 

272 

Genesco  (July) 

48 

86 

Georgia  Pacific  (Dec) 

472 

445 

Gerber  Products  (Mar) 

57 

59 

Getty  Oil  (Dec) 

445,560 
1,268,890 

114,649 
1,784,870 


1,008,066 

1,023,930 

197,232 

1,085,771 


472 


425 


■ 

267 

74 

117 

■ 

222 

443 

369 

107 

■ 

■ 

482 

166 

179 

438 

360 

217 

106 

213 

188 

71 

28 

46 

32 

■ 

■ 

360 

466 

116 

56 

137 

263 

■ 

150 

■ 

■ 

412 

114 

254 

224 

256 

11 

160 

134 

■ 

■ 

■ 

485 

205 

471 

391 

354 

Giant  Food  (April) 

Gibraltar  Financial  California  (Dec) 

Gillette  (Dec) 

Gimbel  Brothers  (Jan)^ 

Girard  Trust  Bank  Philadelphia  (Dec) 


65,785 

443,361 

404,795 

332,582 

1,749,986 


309,991 

29,305 

553,174 

646,453 

85,297 


Glen  Alden  (Dec) 
Goodrich,  B.  F.  (Dec) 
Goodyear  Tire  &  Rubber  (Dec) 
Government  Employees  Insurance  (Dec) 
Grace,  W.  R.  (Dec) 


1,252,482 
1,035,010 
2,377,054 
317,211 
1,677,900 


783,707 
1,139,710 
2,925,745 

226,601 
1,738,364 


Grand  Union  (Feb) 

Grant,  W.  T.  (Jan) 

Great  Atlantic  &  Pacific  Tea  (Feb) 

Great  Northern  Paper  (Sept) 

Great  Northern  Railway  (Dec) 


194,780 
510,583 
884,001 
265,385 
1,095,420 


935,864 

1,095,083 

5,458,824 

154,557 

274,731 


98  ■  ■  ■  Great  Western  Financial  (Dec) 

■  492  ■               ■  Great  Western  United  (May) 
396  237  194  198  Greyhound  (Dec) 

■  394  ■  ■  Grinnell  (Dec) 

■  103  498  405  Grumman  Aircraft  (Dec) 


1,874,869 
179,705 
525,081 
184,453 
354,346 


119,013 
258,911 
613,632 
341,283 
1,152,571 


88  85  199  101  Gulf  &  Western  Industries  (July) 

16  13  8  7  Gulf  Oil  (Dec) 

303  ■  258  266  Gulf  States  Utilities  (Dec) 

455  175  352  185  Halliburton  (Dec) 

■  482  ■  ■  Hammermill  Paper  (Dec) 


2,055,334 

7,498,277 

728,027 

467,660 

202,707 


1,313,939 

4,558,548 

165,407 

805,208 

262,192 


■  ■  435  352  Hanna  Mining  (Dec) 

92  ■  ■  491  Harris  Trust  &  Savings  Bank  Chicago  (Dec) 

■  466  373  472  Harris-lntertype  (June) 

■  489  ■  447  Harsco  (Dec) 

■  429  468  ■  Hart  Schaffner  &  Marx  (Nov) 


276,670 
1,918,064 
253,563 
202,579 
206,583 


153,104 
102,394 
277,772 
260,151 
308,407 


95  127  101  146  Hartford  Fire  Insurance  (Dm) 

214  ■■  B  Hartford  National  Bank  &  Trust  (Dec) 

■  446  ■  ■  Havatampa  Cigar  (Dec) 

388  195  379  349  Heinr,  H.  J.  (April) 

313  ■  ■  ■  Heller,  Walter  L  (Dec) 


1,891,684 

1,063,466 

48,370 

532,222 

695,340 


1,041,687 

52,958 

290,853 

734,365 

81,284 


7)  Gimbel    Brothers:    Year-end    audited    results    not    available    at 
latest   12  months  data   used. 


Not  on  500  list.     tPlus  stock. 

Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,   if  converted,   would  significantly  reduce  reported  earnings  per  share. 


press    time; 
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A  Roster  of  the  Country's  Biggest  Corporations 


r 

PER  SHARE  DATA:  1968  — 

-\ 

Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

2,028,291 

103,493 

140,189 

4.14 

2.40 

81  Vz 

572,858 

31,311 

46,522 

179' 

0.80 

353/4 

22,613,529 

1,731,915 

2,461,057 

6.02 

4.30 

79% 

818,260 

53,470 

94,296 

2.11 

1.57 

313/8 

4,198,080 

277,762 

562,485 

0.52 

2.62 

1.42 

39'/8 

603,728 

43,326 

81,885 

0.03 

2.44 

0.90 

343/8 

507,654 

32.005 

40,451 

3.14 

1.55 

54 

2,001,203 

76,620 

138,740 

3.30 

i.oot 

95V4 

301,932 

16,373 

19,660 

1.95 

1.10 

36 

1,794,703 

98,250 

248,615 

4.75 

0.72 

883/4 

58,829 

3.972 

7,282 

3.00 

0.95 

44y2 

43,110 

2,831 

2,831 

1.81" 

none 

27V4 

1,508,162 

62,278 

73,720 

2.14 

1.20 

51'/8 

329,220 

21,633 

28,837 

2.54 

1.00 

383/4 

186,240 

14,990 

14,990 

5.86 

2.55 

723/4 

336,452 

22,291 

34,007 

0.06 

1.13 

0.18 

19'/4 

699,538 

44,842 

85,419 

3.25 

1.66 

503/4 

2.018,352 

148,262 

251,397 

4.12 

1.43 

56 

414,020 

15,658 

15,658 

0.11 

3.08 

1.45t 

81  Vz 

983,417 

33,140 

98,950 

—1.24 

1.62 

1.45 

491/2 

171,340 

11,380 

20,524 

1.90^' 

0.60t 

275/8 

590,527 

37,895 

46,276 

2.83* 

1.30 

425/8 

881.004 

55,897 

105,753 

2.25 

1.60 

351/2 

189,330 

14,976 

27,995 

5.21* 

1.35 

683/8 

377,361 

22,961 

45,262 

4.08 

3.00 

61 V4 

271,744 

12,971 

14,538 

1.23 

none 

241/8 

77,404 

7,015 

12,107 

—0.75 

4.05 

1.35 

74 

763,714 

43,233 

69,358 

1.35 

1.00 

23'/8 

208,050 

14,085 

20,385 

10.27 

2.50t 

146 

282,051 

19,037 

36,422 

2.68' 

1.00 

395/8 

747,527 

69,842 

98,744 

3.24' 

0.30 

49^/8 

8,953,052 

626,319 

1,046,577 

3.02 

1.40 

431/8 

578,590 

32,703 

52,890 

1.30 

0.88 

261/8 

423,324 

45,620 

86,077 

2.68 

0.95 

491/2 

152,935 

8,615 

16,234 

2.05* 

1.00 

361/2 

338,832 

23,030 

28,973 

5,30 

2.00 

78 

181,250 

14,790 

16,476 

5.92 

1.85 

721/2 

397,854 

15,417 

20,376 

2.80 

1.00 

713/4 

207,097 

16,335 

31,204 

2.10 

1.00 

263/8 

306,815 

14,327 

17,959 

1.87* 

0.73 

591/8 

1.196,936 

53,273 

53,273 

2.46 

0.98 

551/4 

115,045 

8,574 

8,574 

3.22 

1.40t 

431/4 

28,854 

2,502 

4,025 

0.89 

0.36 

IOV4 

389,156 

23,364 

38,181 

-0.17 

3.81 

1.45 

673/4 

173,739 

12,955 

12,955 

1.28 

0.58 

201/8 

ORBES,  MAY  15,  1969 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 v 

Market        Net 
Revenues  Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


278 

■ 
427 


199 
439 
291 

■ 
478 


119 
401 
243 
367 
121 


145 
395 
303 
496 
387 


Hercules  (Dec) 
Hershey  Foods  (Dec) 
Hess  Oil  &  Chemical  (Dec) 
Heublein  (June) 
Hewlett-Packard  (Oct) 


798,689 
207,980 
491,454 
141,171 
185,205 


227 


90 
449 


347 

479 

219 

65 


500 


156 
457 


Hilton  Hotels  (Dec) 
Hobart  Manufacturing  (Dec) 
Holiday  Inns  of  America  (June) 
Honeywell  (Dec) 
Hoover  (Dec) 


311,476 
140,672 
251,208 
987,398 
234,176 


89 
276 


244 
101 


364 


153 
159 
491 


69 
202 


Hormel,  Geo.  A.  (Oct) 
Household  Finance  (Dec)tt 
Houston  Lighting  &  Power  (Dec) 
Howard  Johnson  (Dec) 
Hygrade  Food  Products  (Oct) 


108,484 

2,053.603 

809,507 

107,138 

61,319 


475 
497 
209 
332 
196 


243 


333 
295 

■ 


484 
242 
260 


Idaho  First  National  Bank  (Dec) 

Idaho  Power  (Dec) 

Illinois  Central  Industries  (Dec) 

Illinois  Power  (Dec) 

Imperial  Corp  of  America  (Dec) 


441,788 
418,604 

1,093,610 
640,573 

1,122,476 


75  166  112  148  INA  (Dec) 

■  367  ■  ■  Indian  Head  (Nov) 

193  ■  ■  ■  Indiana  National  Bank  Indianapolis  (Dec) 

■  ■  ■  460  Indianapolis  Power  &  Light  (Dec) 
235  ■  ■  ■  Industrial  Bancorp  (Dec) 


2,318,405 
248,782 

1,125,376 
332,887 
964,229 


492  ■  ■  ■  Industrial  Valley  Bank  Jenkintown  Pa  (Dec) 

349  224  173  115  Ingersoll-Rand  (Dec) 

180  121  214  76  Inland  Steel  (Dec) 

■  418  ■  ■  lnmont(Dec)8 

■  212  448  332  Interco  (Nov) 


I 


420,889 
611,946 
1,175,074 
214,853 
352,504 


19 

■ 
93 


451 


38 
399 


1 
266 
124 


90 


Interlake  Steel  (Dec) 
international  Business  Machines  (Dec) 
International  Flavors  &  Fragrances  (Dec) 
International  Harvester  (Oct) 
International  Milling  (Feb)^ 


311,850 

6,743,431 

79,933 

1,902,175 

159,809 


353  288  ■  ■  International  Minerals  &  Chemical  (June) 

113  65  67  57  International  Paper  (Dec) 

38  14  24  20  International  Telephone  &  Telegraph  (Dec) 

■  225  ■  ■  Interstate  Department  Stores  (Jan) 

168  ■  ■  320  Investors  Diversified  Services  (Dec) 


604,022 
1,713,588 
4,022,400 

197,737 
1,237,075 


497,0  j 
1,561,7 1 
4,066,51 

179] 


272 


Iowa  Beef  Packers  (Oct) 


69,253 


533,J 


164               467 

■  96 

■  441 

445               266 

342 
449 

■ 
203 

327                   Jefferson-Pilot  (Dec) 
427                   Jewel  Companies  (Jan) 
495                   Jim  Walter  (Aug) 
214                   Johns-Manville  (Dec) 

1,273,230                       277^ 
312,980                     1,244,4' 
406,129                       295,( 
477,788                         556,: 

■  Not  on  SCO  list,     t  Plus  stock,      tt   Including  unconsolidated  subsidiaries. 

*  Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,    if  converted,   would  significantly  reduce   reported   earnings  per  share. 

8)  Inmont:    Formerly   Interchemical. 

9)  International    Milling:    Changed    fiscal    year-end    from    August    to    Febru 
consequently   unaudited    1969   data    used. 
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A  Roster  of  the  Country's  Biggest  Corporations 


,- 

-PER  SHARE  DATA:  1968 — 

1 

/larltet  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

1,060,745 

53,336 

99,860 

2.69 

1.20 

531/2 

368,590 

19,898 

24,348 

1.67 

1.10 

31 

626,783 

28,191 

44,799 

0.06 

2.39 

0.30 

58% 

401,555 

14,567 

21,077 

1.11* 

0.70 

381/2 

1,053,806 

20,825 

30,674 

1.66 

0.20 

83  78 

427,448 

14,450 

32,860 

0.31 

2.05 

0.73 

59% 

297,065 

14,417 

16,933 

0.49 

2.58 

1.00 

53 

688,463 

12,080 

21,578 

0.04 

1.28 

0.31 

73 

1.695.066 

50.545 

119,280 

3.41 

1.10 

114 

218,262 

16,093 

24,241 

2.43 

1.05 

33 

109,778 

9,134 

12,712 

3.84 

0.98 

461/8 

906,096 

88.412 

88.412 

0.67 

3.53* 

1.05 

43 

883,494 

42.805 

65.955 

2.06 

1.09 

43% 

287,213 

11,395 

19.997 

0.18 

2.28 

0.35 

571/2 

48.433 

—4,072 

—2,581 

—5.11 

—5.57 

none 

643/4 

49,530 

4,311 

4,311 

2.83 

0.95 

321/2 

227,700 

14,979 

21,735 

0.21 

2.14 

1.55 

341/2 

456.187 

35,141 

66,779 

1.19 

4.14' 

1.50 

721/4 

507,180 

33,337 

55,410 

2.43 

1.76 

391/2 

103,777 

6,296 

6,296 

0.81 

none 

133/8 

1,114.131 

53,230 

53,230 

0.67 

3.53* 

1.05 

43 

171,746 

12,072 

21,047 

2.61* 

0.60 

421/4 

79.254 

7,305 

7,305 

4.73 

1.86t 

51 

196.268 

15,853 

26,130 

2.06 

1.50 

291/4 

105,798 

8,306 

9,187 

1.73 

0.67 

22 

54.400 

3,378 

3,378 

2.12 

1.38t 

34 

'  820,210 

63,383 

85,318 

3.75 

2.00 

543/4 

698,080 

79,882 

122.029 

0.22 

4.38 

2.00 

383/8 

222,750 

14,229 

19,252 

1.78 

0.69 

50 

323.100 

25,088 

32,096' 

3.12' 

0.90 

44% 

167,215 

12,556 

24,829 

2.80 

1.80 

371/4 

'5,584,920 

871,498 

1.846,712 

7.71 

2.60 

315 

!  560,740 

11,599 

14,033 

1.04 

0.36t 

501/4 

1043,000 

75,428 

152,888 

2.69 

1.80 

371/4 

'    66,091 

4,914 

8,633 

1.82 

1.20 

261/2 

'  247,874 

9.370 

35,107 

—0.34 

0.67 

0.88 

22% 

1.642,143 

99,870 

184,361 

2.27 

1.39 

37% 

■3,440,187 

192,404 

350,737 

0.19 

2.77* 

0.85 

581/4 

1  191,270 

10.981 

14,414 

2.27 

0.57 

39% 

1  210,410 

26,253 

28,680 

0.44 

3.96 

1.80 

53 

•'  161,669 

5,453 

6,775 

2.55 

none 

751/8 

1  432,500 

25,278 

25,278 

2.02 

0.32 

34% 

1  321,995 

17,591 

32,178 

2.64 

1.35 

48% 

'  338,009 

14,580 

22,112 

1.34' 

0.33 

34% 

736,216 

40,236 

.    54,567 

2.39 

1.10 

43% 

I'RBES,  MAY  15,  1969 
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The  Dimensions  of  American  Business 


-WHERE  THEY 

RANK:  1968 

PPp:                                                                                      '.    1 

V 

f 

Market 

Net 

Assets 

Revenue; 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

490 

248 

52 

163 

Johnson  &  Johnson  (Dec) 

425,825 

580,025 

148 

164 

223 

151 

Kaiser  Aluminum  &  Chemical  (Dec) 

1,371,029 

850,093 

343 

172 

310 

246 

Kaiser  Industries  (Dec) 

624,152 

823,243 

372 

324 

356 

258 

Kaiser  Steel  (Dec) 

568,546 

426,86- 

413 

■ 

■ 

■ 

Kansas  City  Life  Insurance  (Dec) 

509,102 

67,99'! 

499  ■  ■  398  Kansas  City  Power  &  Light  (Dec) 

■  322  ■  478  Kayser-Roth  (June) 

■  306  200  205  Kellogg  (Dec) 

■  404  ■  ■  Kelsey-Hayes  (Aug) 

127  198      66     47  Kennecott  Copper  (Dec) 


416,457 
297,910 
285,666 
179,475 
1,541,280 


■ 

■ 

390 

■ 

Kentucky  Fried  Chicken  (Sept) 

333 

302 

156 

231 

Kerr-McGee  (Dec) 

■ 

260 

329 

338 

Kidde,  Walter  (Dec) 

298 

196 

202 

194 

Kimberly-Clark  (April) 

■ 

■ 

307 

■ 

King  Resources  (Dec) 

45,317 
636,918 
375,180 
744,714 
105,690 


■ 

309 

■ 

477 

Koppers  (Dec) 

340,843 

448,69 

241 

40 

99 

88 

Kraftco  (Dec)'" 

948,145 

2,428,1C 

323 

57 

85 

176 

Kresge,  S.  S.  (Jan) 

657,825 

1,731,53 

362 

24 

332 

257 

Kroger  (Dec)                                                           i 

^                589,738 

3,160,8- 

■ 

301 

■ 

414 

Lear  Siegler  (June) 

265,138 

477,5< 

290 

355 

384 

313 

Leasco  Data  Processing  Equipment  (Sept)tt 

774,766 

377.0^ 

215 

■ 

■ 

■ 

LFC  Financial  (Dec) 

1,048,829 

61,45 

■ 

329 

240 

170 

Libbey-Owens-Ford  (Dec)                                          4 

Hi               384,819 

420,0! 

■ 

389 

■ 

■ 

Libby,  (McNeill  &  Ubby  (June)                                 i 

H               248,565 

344.31 

442 


Liberty  Loan  (Dec) 


447  ■  ■  ■  Liberty  National  Bank  Buffalo  (Dec) 

316  ■  421  481  Liberty  National  Ufe  Insurance  Ala  (Dec) 

415  316  424  345  Liggett  &  Myers  (Dec) 

464  298  32  98  Lilly,  Eli  (Dec) 

160  ■  ■  ■  Lincoln  First  Banks  Rochester  NY  (Dec) 


472,838 
679,883 
507,385 
457,293 
1,296,983 


25,5i 
145,6i 
438,2 
479,1 

70,0 


61  220  196  157  Lincoln  National  Corp  (Dec) 

58  31               ■  232  Ling-Temco-Vought  (Dec) 

174  50                56  125  Utton  Industries  (July) 

248  43  281  190  Lockheed  Aircraft  (Dec) 

■  ■  215  241  Loews  Theatres  (Aug) 


2,567,936 

649,4 

2,648,150 

2,769,/ 

1,207,876 

1,855,( 

936,783 

2,217,- 

272,575 

166,; 

■  ■  ■  483  Lone  Star  Cement  (Dec) 
418  ■  406  380  Lone  Star  Gas  (Dec) 

259  487  285  222  Long  Island  Lighting  (Dec) 

■  ■  94  174  Louisiana  Land  &  Exploration  (Dec) 

■  ■  ■  425  Louisville  Gas  &  Electric  (Dec) 


330,467 
502,223 
882,141 
155,331 
310,128 


192,1 
223,1 
261,1 
100, 
107, 


220  433  ■  356  Louisville  &  Nashville  R  R  (Dec) 

■  400  ■  ■  Lowenstein,  M  &  Sons  (Dec) 

■  ■  275  440  Lubrizol  (Dec) 

■  132  ■  ■  Lucky  Stores  (Jan) 

■  ■  ■  426  Lykes    (Dec) 


1,025,764 
236,722 
113,509 
208,124 
376,894 


301, 
338, 
149, 
1,028, 
139, 


■  Not  on  500  list,     t  Plus  stock,      tt   Including  unconsolidated  subsidiaries. 
*   Company    has    convertible    securities    and/or    stock    options     and    warrants 
which,    if  converted,   would  significantly  reduce  reported  earnings  per  share. 


10)   Kraftco:  Formerly  National  Dairy. 
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DCD   CUADr 

nATji.    ini*o 

Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

rcK  oHAKt  umih;  laoo 

Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

1.937,342 

49,549 

68,666 

2.73 

0.65 

1061/2 

675.168 

52,035 

97,852 

2.81* 

1.00 

39 

479.807 

34,954 

44,571 

1.42* 

none 

i9y4 

418,313 

33.936 

70,164 

4.95* 

1.00 

621/2 

97.200 

5,591 

5,591 

30.48 

6.00 

540 

206.267 

19.509 

29.986 

0.25 

3.24 

1.71 

37'/8 

225,879 

15.184 

21,584 

2.55 

0.60 

393/8 

746,129 

42,332 

53.540 

2.35 

1.50 

411/2 

148,751 

11,168 

21,451 

3.74 

1.30 

501/2 

1.662.095 

111,220 

162,132 

3.35 

2.00 

50'/8 

378,000 

7,134 

8,755 

0.78 

0.05t 

45 

897,188 

36,410 

78,786 

4.80 

1.50 

122 

462,293 

24,687 

31.858 

3.11 

nonet 

661/4 

742.451 

43,353 

73,026 

4.26 

2.20 

72'/8 

482.600 

12.008 

15.186 

2.06 

none 

831/4 

209,880 

15.225 

29,853 

—0.22 

3.04 

1.50 

44 

1,207,950 

76,162 

117,368 

2.69 

1.58 

425/8 

1,359,432 

47.611 

65.459 

1.39 

0.33 

391/2 

456,235 

34,003 

65.160 

2.64 

1.30 

34'/8 

272,272 

18,033 

27,172 

1.31' 

0.43 

26 

385,328 

26,861 

34,234 

1.84* 

none 

493/4 

77,771 

—12,696 

—11,812 

—0.39 

—2.59 

none 

llVs 

631,097 

48,623 

63,644 

0.47 

3.98* 

2.80 

593/8 

100,182 

5,619 

11,614 

0.01 

0.96 

none 

163/4 

63,853 

6.301 

6.301 

1.96* 

1.40 

245/8 

33,436 

3,105 

3.105 

5.30 

2.32 

52 

352.500 

15,021 

15,021 

1.00 

0.23 

231/2 

350.750 

24,066 

33.437 

2.82 

2,50 

46 

2,573.698 

70,738 

83,511 

2.15 

0.90 

771/2 

115,500 

9,857 

10.989 

3.82 

1.72 

443/4 

760,000 

50,506 

50.506 

0.41 

5.05 

1.34 

76 

196,840 

36.332 

83.176 

1.67 

6.39 

1.33 

95 

1,809,945 

58.456 

103.383 

1.83 

nonet 

72 

535,877 

44,476 

82.562 

3.96 

2.20 

475/8 

697,466 

35,188 

42,986 

3,18 

7.38 

0.13t 

483/4 

213,308 

14.988 

28.471 

1.67* 

1.00 

251/2 

365,066 

21.081 

47,703 

1.44 

1.12 

24'/8 

527,046 

38,427 

63,804 

1.86 

1.22 

29 

1,254,949 

48.027 

59,347 

2.65 

1.75 

691/4 

239,265 

17,692 

27,861 

2.26 

1.38 

321/2 

217,888 

22.905 

55.148 

9.24 

5.00 

88 

93,922 

8.074 

17,212 

2.51 

0.83 

291/4 

547,859 

16,553 

21,746 

1.67 

0.48 

551/4 

261,097 

14,358 

22,623 

2.65* 

1.25t 

473/4 

270,143 

17,648 

23,761 

2.01 

0.65t 

30  Vg 
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The  Dimensions  of  American  Business 


, WHERE  THEY  RANK:  1968 ^ 

Market         Net 
Assets        Revenues  Value       Profits 


Ccmpany  (and  month  fiscal  year  ended) 


Assets 
($000) 


422 

171 

430 

366 

■ 

261 

151 

206 

■ 

395 

■ 

■ 

7 

307 

150 

103 

91 

■ 

■ 

■ 

173 

■ 

■ 

■ 

186 

176 

68 

73 

60 

39 

232 

142 

335 

■ 

■ 

■ 

27 

440 

323 

223 

Macy,  R.  H.  (July) 
Magnavox  (Dec) 
Malone  &  Hyde  (June) 
Manufacturers  Hanover  Trust  NY  (Dec) 
Manufacturers  National  Bank  Detroit  (Dec) 


499,095 

265,406 

51,783 

10,439,165 

1,970,932 


824,813 
562,920 
340,844 
454,147 
100,329 


Mfrs  &  Traders  Trust  Buffalo  (Dec) 

Maratlion  Oil  (Dec) 

Marcor  (Jan) 

Marine  Corporation  Milwaukee  (Dec) 

Marine  Midland  Banks  NY  (Dec) 


1,209,041 
1,150,960 
2,618,007 
631,369 
5,905,297 


61,070 

797  406 

2,5r.J,705 

34,621 

295,166 


334 
330 


■  378  ■  Marriott   (July) 

■  317  479  Marsh  &  McLennan  (Dec) 
373  ■  450  Marshall  Field  (Jan) 

■  ■  ■  Marshall  &  lllsley  Bank  Stock  Wise  (Dec) 
207  268  215  Martin  Marietta  (Dec) 


174,352 
72,537 
218,071 
632,536 
641,865 


197,498 
106,468 
359,644 
30,385 
682,026 


213  ■  ■  ■  Maryland  National  Bank  Baltimore  (Dec) 

■  ■  383  ■  Mattel  (Jan) 

272  115  246  256  May  Department  Stores  (Jan) 

■  296  ■  ■  Mayer,  Oscar  (Oct) 

■  ■  368  377  Maytag  (Dec) 


1,063,471 
97,200 

825,707 

115,449 

89,682 


50,789 1 

210,888 

1,086,242 

481,880 

157,335! 


156 


17 
256 


426  ■  MCA  (Dec) 

282  300  McDermott,  J  Ray  (Mar) 

433  ■  McDonald's  Corp  (Dec) 

86  60  McDonnell   Douglas   (Dec) 

288  254  McGraw-Edison  (Dec) 


317,230 
216,447 
107,701 
1,335,099 
343,106 


247,187 

218,3591 

88,030 

3,609,295 

568,548 


■  368  164  306  McGraw-Hill  (Dec) 

■  ■  289  340  McLean  industries  (Dec) 
308  155  485  276  Mead  (Dec) 

36  ■  251  201  Mellon  Nat  Bank  &  Trust  Pittsburgh  (Dec) 

a  444  446  451  Melville  Shoe  (Dec) 


306,820 
280,676 
719.929 
4,364,715 
111,004 


368,1G 

226,58 

897,?9H 

202,766 

292,97i 


309 
■ 

161 
425 


450 


471 


Memorex   (Dec) 

Merchantile  National  Bank  Dallas  (Dec) 

Mercantile  Stores  (Jan) 

Mercantile  Trust  St  Louis  (Dec) 

Merchants  National  Bank  &  Trust  Ind  (Dec) 


52,952 

710,439 

137,732 

1,291,192 

497,739 


58.295 
31.653 
285.585 
61.751 
24.294 


430 
169 
139 


245 
■ 

365 
413 


25  62  Merck  (Dec) 

■  ■  Michigan  National  Bank  Lansing  (Dec) 
166  183  Middle  South  Utilities  (Dec) 

■  ■  Midland-Ross  (Cc:) 

486  ■  Miles  Laboratories  (Dec) 


487,940 

1,236,348 

1,454,788 

251,085 

222,796 


583.10E 
70,13C 
370,274 
323,73] 
277,95: 


184  75  15  24  Minnesota  Mining  &  Manufacturing  (Dec) 

18  9  12  9  Mobil  Oil  (Dec) 

94  53  55  50  Monsanto  (Dec) 

■  ■  ■  459  Montana   Power  (Dec) 

428  ■  ■  ■  Monumental  Corp  (Dec) 


d 


1,156,432 

6,871,834 

1,895,254 

306,575 

491.151 


1,405.04( 

6,220,99( 

1,792,93! 

69,3i; 

93,oo; 


Not  on  SOO  list       tPlus  stock 

Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,    if  converted     would  sifrificantir  reduce   reported  earnings   per   share 
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A  Roster  of  the  Country's  Biggest  Corporations 


larket  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

-PER  SHARE  DATA:  1968  - 
Reported 

Market 

($000) 

(WOO) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

0.446 

21,961 

33.440 

2.32 

0.95 

38 

:  3.332 

42,290 

50,703 

2.56 

0.95 

553/4 

,3,010 

4,348 

6.159 

0.11 

1.22* 

0.36 

271/2 

924,000 

68.531 

73,513 

4.90 

2.15 

66 

90,577 

9.861 

10,957 

5.77 

2.05 

53 

76,518 

6.331 

6,331 

2.42 

1.40 

29 'A 

1.607,145 

83,326 

142,792 

2.81 

1.40 

53% 

662.183 

53,810 

101,242 

3.18' 

none 

521/2 

36,015 

3,752 

3,752 

5.06 

2.20 

49 

468,666 

38,297 

44,618 

3.17 

1.48 

401/2 

392,162 

7,418 

14,256 

0.66 

nonet 

341/2 

475,860 

15,080 

15,080 

2.56 

1.55 

803/4 

229,728 

16,228 

21,695 

1.99 

1.00 

28'/4 

52,403 

4,381 

4,381 

3.55 

1.28 

421/2 

554,463 

40,231 

70,710 

2.08 

1.03 

281/4 

146,055 

9,638 

9,638 

6.13 

2.10 

91 

385,641 

7.365 

8.970 

1.28 

0.20 

66 1/4 

603,727 

34,006 

55.855 

2.21 

1.60 

403/8 

161,738 

11,775 

18.991 

2.59 

1.00 

351/2 

401,370 

21,246 

24.755 

0.02 

1.59 

1.13 

30 

349,184 

13,456 

18,022 

1.70 

0.57 

44 

530,613 

28.405 

40,450 

1.05 

4.58 

i.oot 

851/2 

340,496 

8,841 

11,965 

1.65 

none 

641/2 

U50,657 

94,724 

191,472 

3.33" 

0.40 

491/2 

515,688 

34.026 

44,512 

0.03 

2.48 

1.40 

375/8 

859,316 

27,944 

31,779 

1.13 

0.70 

393/4 

515,652 

24.579 

39,720 

2.26 

none 

481/2 

296,299 

31.572 

60,308 

3.3P 

1.90 

493/8 

596,339 

42,898 

47,788 

4.29 

1.93 

595/8 

324,205 

16,228 

20,05^ 

2.89 

1.10 

59 

302,598 

4,939 

7,590 

1.35 

none 

821/4 

84,000 

6,297 

6,548 

3.59 

1.88 

48 

191.620 

11,351 

15,677 

3.85 

1.40 

65 

160.863 

12,614 

12.614 

2.73 

1.44 

343/4 

27,820 

3,507 

3.507 

3.37 

0.63 

263/4 

3^12.010 

92,871 

114.911 

2.60 

1.80 

90 

86,000 

5,467 

5.467 

2.48 

0.91 

391/8 

852.795 

46.318 

92.965 

1.31 

0.82 

241/8 

195.391 

14,119 

22,293 

2.37' 

1.40 

351/4 

295,979 

11,585 

18,370 

2.51 

1.05 

595/8 

5,678,313 

161.385 

215,867 

2.98 

1.45 

104  5/g 

5,948,908 

428.239 

793,512 

4.23 

2.05 

583/4 

1,840,252 

108.825 

281,643 

3.30 

1.65 

553/4 

1     242,808 

15.864 

21,749 

1.96 

1.56 

321/2 

168,981 

7.341 

7,341 

1.83 

0.60 

461/2 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 n 

Market        Net 
Revenues  Value        Profits 


Company  (and  month  fiscal  year  ended) 


8 

334 

103 

81 

Morgan  Guaranty  Trust  NY  (Dec) 

ll                         ^24 

180 

179 

302 

Motorola  (Dec) 

! 

377 

■ 

■ 

Murpliy,  G.  C.  (Dec) 

■ 

■ 

262 

■ 

Naico  Chemical  (Dec) 

■ 

■ 

436 

379 

National  Airlines  (June) 

498 
41 
404 
414 
450 


199 
140 
279 
280 


182 


485 
112 


251 


466 


218 


311 


207 


102 


257 


Nat  Bank  Commerce  New  Orleans  (Dec) 
National  Bank  Detroit  (Dec) 
National  Bank  Washington  DC  (Dec) 
National  Bank  Westchester  NY  (Dec) 
National  Biscuit  (Dec) 


■  National  Can  (Dec) 

235  National  Cash  Register  (Dec) 

435  National  Cty  Bank  Cleveland  (Dec) 

■  National  Commercial  Bank  Albany  (Dec) 
261  National  Distillers  &  Chemical  (Dec) 


Assets 
($000) 


10,369,966 
498,350 
145,821 

87,525 
319,861 


418,545 
3,854,130 
518,083 
508,638 
471,576 


162,948 

1,117,582 

1,450,991 

796,306 

794,965 


377 


350 
318 


151 

■ 

163 
246 


266 
407 
346 

■ 


204 
149 
223 
136 


■  ■  ■  National  General  (Sept) 
419  343  391  National  Gypsum  (Dec) 
393  ■  ■  National  Industries  (Dec) 
162  161  162  National  Lead  (Dec) 

■  ■  ■  National  Newark  &  Essex  Bank  NJ  (Dec) 


107 
98 

■ 
465 


357 


469 
193 


358 


89 


299 


National  Service  Industries  (Aug) 

National  Steel  (Dec) 

National  Tea  (Mar)" 

NCNB  (Dec) 

New  England  Electric  System  (Dec) 


■  ■  New  England  Merchants  Nat  Bank  Boston  (Dec) 
B  ■  New  Jersey  Bank  &  Trust  Clifton  (Dec) 

465  334  New  York  State  Electric  &  Gas  (Dec) 

415  ■  New  York  Times  (Dec) 

■  ■  Newberry,  J.  J.  (Jan) 


■  ■  205  173  Newmont  Mining  (Dec) 

138  327  236  169  Niagara  Mohawk  Power  (Dec) 

■  ■  198  240  NLT  (Dec) 

63  161  129  82  Norfolk  &  Western  Railway  (Dec) 

■  473  ■  ■  Norris  Industries  (July) 


■  287  386  400  North  American  Philips  (Dec) 

150                 36  130  94  North  American  Rockwell  (Sept) 

191  442  228  209  Northeast  Utilities  (Dec) 

361                 ■  382  297  Northern  Illinois  Gas  (Dec) 

317                ■  267  245  Northern  Indiana  Public  Service  (Dec) 


340  273  216  Northern  Natural  Gas  (Dec) 

■  412  304  Northern  Pacfic  Railway  (Dec) 
445  304  218  Northern  States  Power  (Dec) 

■  ■  ■  Northern  Trust  Chicago  (Dec) 
292  ■  463  Northrop  (July) 


557,868 
393,089 
217,465 
605,862 
675,708 


98,896 
1,539,080 

207,469 
1,283,208 

939,146 


857,991 
516,207 
618,974 
102,152 
152,806 


318,927 
1,456,081 

362,969 
2,560,576 

113,827 


382,268 

1,361,594 

1,133,342 

591,538 

675,739 


Not  on  500  list.     tPlus  stock. 

Company    lias    convertible    securities    and/or    stock    options    and    warrants 
which,   if  converted,  would  significantly  reduce  reported  earnings  per  share. 


1,095,820 
1,369,553 
1,010,798 
1,473,498 
400,082 


11)  National  Tea:  Changed  fiscal  year  from  December  to  March:  latest  12  mom  ff't" 


NM 
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r 

PER  SHARE  DATA:  1968 — 

^ 

et  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

4)00) 

(WOO) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

83.709 

78.100 

82,030 

8.56 

4.40 

1293/4 

39,999 

28,261 

48,332 

4.61 

1.00 

1313/4 

44,434 

8,045 

12.737 

1.96 

1.20 

351/8 

70,776 

13,886 

18,317 

0.07 

1.40 

0.53 

57% 

38.825 

21,126 

38,409 

2.51 

0.30 

40'/4 

38,136 

2.927 

2,927 

3.23 

1.20 

42 

07,200 

27,362 

27,362 

5.70 

2.05 

64 

59,000 

4,654 

4,654 

4.65 

2.00 

59 

34,270 

3.785 

4,261 

1.88 

0.75t 

27 

88.500 

41.756 

61.691 

3.07 

2.08 

505/8 

01,192 

10,133 

15,106 

3.49* 

0.60 

56>/2 

■34.845 

35.860 

126,198 

3.74'^ 

1.20 

115 

.22,888 

16,742 

17,577 

5.16 

2.20 

683/4 

51.960 

5,128 

5.128 

3.95 

2.00 

40 

81,436 

33,274 

56,236 

1.26' 

0.90 

221/2 

,54,787 

8,217 

12.396 

0.66 

2.17' 

0.20 

441/4 

31,821 

20.423 

41,176 

1.37 

1.00 

291/2 

54,088 
^8.731 
76.128 

7,169 

15,526 

1.02 

none 

233/8 

49.935 

68,172 

2,08 

1.63 

36'/8 

6.916 

7,528 

4.29 

1.82 

471/4 

p6,382 

10.799 

15,016 

2.09 

1.04 

591/4 

34.906 

75,639 

125,985 

4.65 

2.50 

4678 

p6,533 

7,138 

20,738 

0.91 

0.80 

161/8 

p0,303 

8,738 

9,749 

1.51 

0.63 

43 

14,230 

28.448 

51.908 

1.94 

1.48 

281/4 

57,500 

5,850 

5,850 

2.34 

1.12 

27 

48.173 

3,747 

4,167 

5.21 

2.051 

67 

37,254 

25,001 

42,650 

2.91 

2.02 

41 

56,749 

14,205 

18,069 

1.64 

0.85 

463/4 

/3,896 

5,457 

9,502      . 

2.59 

0.75 

375/8 

?3,731 

48,2Z9 

48,229 

2.01 

0.96 

30% 

45,340 

48,628 

84,974 

1.43 

1.10 

223/8 

19.114 

35.207 

35,207 

2.04 

0.25 

431/2 

12,635 

77.832 

132,123 

8.47* 

6.00 

10/3/4 

21,800 

14.419 

23,453 

3.51 

0.80 

29 

32,604 

19.436 

30,215 

—0.01 

2.25 

l.CO 

4478 

10,140 

73.750 

136,894 

2.83' 

2.00 

42'/2 

o7,533 

41,232 

67,840 

1.21 

0.90 

18'/8 

86,964 

28,517 

43.998 

2.34 

1.58 

331/4 

60,670 

35,000 

51,634 

1.75 

1.10 

30 

49,172 

40,125 

84,618 

3.98 

2.60 

59 

59.994 

28,039 

47.788 

4.69 

2.60 

60 1/4 

86,360 

39,640 

66,789 

2.13 

1.60 

30 

77,000 

13.622 

15,720 

9.08 

2.70 

118 

49,334 

15,740 

24,601 

3.33' 

1.00 

5378 

1 

\ 

1969 
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Presenting  i 

marketin;] 

its  own  airline 


TWA 


TOrld-wide 
ervice  with 


emain  concern  of  our  MarketAir 
e  is  profitability.  Your  profitability. 

re  in  business  to  work  out  techniques 
vering  your  marketing  costs. 

gladly  assign  our  own  people  to  help 
id  ways  you  can  spread  more  of  your 
!  around  the  world  more  profitably. 
'e  group  of  marketing  experts  we  call 
Ibution  Consultants.  And  if  the  cost- 
jg  program  they  develop  on  your  be- 
fivolves  shipping  by  air,  it's  convenient 


for  you . . .  because  we  also  have  an  airline. 

We  also  have  an  inventive  containeriza- 
tion  program.  If  we  haven't  got  answers  for 
your  particular  container  problems,  we'll 
come' up  with  some  quick. 

We  also  maintain  two  dozen  Trade 
Development  experts  in  overseas  markets 
world-wide.  They're  eager  to  help  you  de- 
velop profitable  new  business  abroad. 

Like  we  say,  we're  a  marketing  service. 
That  happens  to  have  an  airline. 


yiARKETAIR 

mst  Hands  in  the  cargo  business 


EGIST6RE0  SERVICE  MARK  FOR  ITS  WORLD-WIDE  CARGO  SERVICES. 


The  Dimensions  of  American  Business 


, WHERE  THEY  RANK:   1968     v 

Market         Net 
Assets       Revenues  Value        Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


39  ■  369  294  Northwest  Bancorporation  (Dec) 

162  205  453  149  Northwe-t  Industries  (Dec) 

339  333  188  161  Northwest  Orient  Airlines  (Dec) 

467  ■  ■  ■  Northwestern  Bank  N.  Wiikesboro  N  C  (Dec) 

■  ■  ■  464  Northwestern  Steel  &  Wire  (July) 


4,002,357 

1,286,250 

627,538 

454,549 

131,941 


■ 

412 

■ 

432 

305 

154 

318 

314 

■ 

■ 

387 

■ 

105 

52 

40 

37 

370 

124 

362 

328 

Norton  (Dec) 
Norton  Simon  (June)'^ 
Norwich  Pharmaca!  (Dec)'' 
Occidental  Petroleum  (Dec) 
Ogden  (Dec) 


284,195 
725,000 
106,509 
1,788,245 
574,332 


265 

■ 

197 

158 

Chio  Edison  (Dec) 

864,159 

248,5 

487 

■ 

444 

389 

Oklahoma  Gas  &  Electric  (Dec) 

428,433 

113 

360 

■ 

■ 

■ 

0:d  Kent  Bank  Grand  Rapids,  Michigan  (Dec) 

592,006 

32 

225 

139 

134 

91 

Olin  Mathieson  (Dec) 

991,350 

1.002,. 

■ 

297 

344 

364 

Otis  Elevator  (Dec) 

358,676 

480  5 

■ 

462 

482 

465 

Outboard  Marine  (Sept) 

202.326 

280  2 

■ 

321 

263 

401 

Owens-Corning  Fiberglas  (Dec) 

350,421 

429! 

182  104  106  137  Owens-Illinois  (Dec) 

■  490  322  392  Pabst  Brewing  (Dec) 

■  388  ■  ■  Pacific  Car  &  Foundry  (Dec) 


1,161,839 
185,793 
182,317 


44  138  41  21  Pacific  Gas  &  Electric  (Dec) 

244  265  308  239  Pacific  Lighting  (Dec) 

285  ■  416  323  Pacific  Power  &  Light  (Dec) 

137  129  181  164  Pan  American  World  Airways  (Dec) 

239  403  283  212  Panhandle  Eastern  Pipe  Line  (Dec) 


3,815,385 
943,114 
785,917 

1,458,849 
956,166 


■  ■  339  408  Parke  Davi-  (Dec) 
21  47  73  64  Penn  Central  (Dec) 

178  19  36  49  Penney,  J.  C.  (Jan) 

263  ■  363  259  Pennsylvan'a  Power  &  Light  (Dec) 

■  342  320  358  Pennwalt  (Dec) 


346.692 

6,524.376 

1.187,559 

866,761 

343,194 


172 
188 
485 
379 
449 


231 
332 


167 


149 
241 


109 


121 
153 


182 


Pennzoil  United  (Dec)''' 

Peoples  Gas  (Sept) 

Peoples  National  Bank  Seattle  (Dec) 

Peoples  Tr.  Bergen  County  N  i  (Dec) 

PepsXD  (Dec) 


1,210,454 

1.143,957 

430.194 

557,654 

471.916 


■  ■  427  .  Per'iin-Elmer   (July) 

■  270  ■  ■  Pet  (Mar) 

300  -             197                69  112  Pfizer,  Chas,  (Dec) 

325  268  123  113  Phelps  Dodge  (Dec) 

126  341  154  109  Philadelphia  Electric  (Dec) 


100,771 
294.159 
735,148 
653.712 
1.553.645 


84  ■  ■  437  Phf!ade!ph  a  National  Bank  (Dec) 

284  209  210  168  Philip  Morris  (Dec) 

55  49  28  34  Phillips  Petroleum  (Dec) 

■  275  ■  a  Pilisbury  (May) 

■  ■  374  471  Pitney-Bowes  (Dec) 


2.093,525 
786,578 

2,888,826 
246.703 
208,104 


9 

67 

1,87 

52 

22: 


Not  on  500  list.     tPius  stock. 

Company    has    convertible    securities    and/or    stocK    options    and    warrants 
which,    if  converted,   would  significantly  lertiire   reportfd  earnings   per   share 


12^  Norton   Simon:    Incorporated   on   July   17,    1968   consolidating   Canada 
Hunt  Foods  &  Industries  and  McCall  Corp.:  pro  forma  June  30,    1961  i 
used.  ; 
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A  Roster  of  the  Country's  Biggest  Corporations 


<— — 

-PER  SHARE  DATA:  1968— 

N 

'Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

00,987 

29,082 

33,469 

2.56 

1.10 

351/8 

14,440 

52,525 

89,036 

6.00 

14.36' 

2.00 

1281/2 

35,900 

50,051 

99,868 

5.47 

0.80 

86 

^5,881 

4,866 

5,321 

3.87 

0.53t 

361/2 

.:6.664 

15.694 

21,290 

6.27 

1.80 

50% 

43.377 

17,036 

29,984 

0.31 

3.04 

1.50 

433/8 

:  ^5,088 

26.800 

26,800 

1.90 

none 

461/8 

379.517 

13,275 

15,041 

1.61 

0.78 

461/8 

2^74,237 

134,138 

196,942 

2.34' 

0.50t 

473/8 

410.403 

25,243 

45,008 

0.15 

2.05' 

0.80 

38'/8 

750.935 

50,474 

78,749 

1.86 

1.42 

291/4 

325.716 

20,760 

33,919 

1.30 

1.04 

231/8 

55.104 

5,201 

5,201 

3.87 

0.98t 

41 

991,452 

75,390 

120,328 

0.57 

2.13 

0.80t 

29 

430.092 

22.064 

28,670 

2.72 

2.00 

52 

296,438 

15.662 

20.409 

1.95 

1.00 

3678 

570.696 

19,421 

38,152 

2.70 

1.40 

79 

1,165,593 

55,143 

102,813 

3.10' 

1.35 

711/2 

469,057 

20,421 

29,081 

2.15 

0.50 

491/4 

152.865 

14,086 

16,905 

7.28 

1.70 

79 

2^39,348 

167,824 

276.887 

2.55 

1.43 

381/8 

481.742 

35,311 

68.012 

1.96 

158 

293/4 

355.871 

25,965 

41.702 

1.54 

1.20 

231/8 

808.169 

49,205 

153,701 

1.38 

0.40 

237s 

530.463 

40,621 

80,232 

2.79 

1.60 

373/8 

439.491 

18,607 

29,209 

1.25 

1.00 

291/2 

1,526,387 

90,273 

226,455 

3.91 

2.40 

633/8 

2.406,643 

109,252 

137,925 

2.12 

0.95 

465/8 

409.287 

33.820 

60,092 

2.30 

1.55 

313/8 

474,234 

22,751 

35,197 

2.61' 

1.30 

65'/8 

924,863 

60,143 

112,134 

N.A. 

0.43 

561/4 

630,355 

50,843 

92,842 

3.20 

1.96 

395/8 

32,830 

3,379 

3,379 

5.77 

1.20 

56 

53,184 

4,065 

4,065 

3.67 

1.45 

48 

1,126,447 

46,454 

69,085 

2.10 

0.90 

503/4 

347.444 

5,946 

8,893 

0.94 

none 

543/4 

193.556 

8.049 

18,531 

-0.42 

1.29' 

1.00 

383/4 

1,576.713 

64,698 

87,598 

3.09 

1.50 

751/4 

1,044,212 

64,061 

80,696 

3.17 

1.75 

513/4 

903,621 

65,638 

111,026 

0.19 

2.13 

1.64 

311/8 

212.814 

16,674 

18,179 

6.15 

2.60 

781/2 

710,400 

48,866 

61,005 

2.19' 

0.80 

32 

2,775,822 

136,802 

323,847 

0.10 

1.88 

1.28 

375/8 

261,415 

13,006 

25,169 

2.68 

1.25 

55 

397,321 

15.439 

23,109 

1.25 

0.60 

331/4 

13)  Norwich  Pharmacal:    In   1969   merged   with   Morton   International   forming   a   new  company   Morton  Norwich    Products. 

14)  Pennzoil  United:  Company  did  not  report  per  share  earnings  data  in  its  annual  1968  report. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1968 < 

Market        Net 
Assets        Revenues  Value        Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


110  ■  ■  421  Pitt-burgh  National  Bank  (Dec) 

■  343  493  448  Pittston  (Dec) 

■  ■  312  497  Plough  (Dec) 

■  344  21  124  Polaroid   (Dec) 

■  464  ■  ■  Porter,  H.  K.  (Dec) 


1,725,352 

316,664 

84,187 

326,930 

152.463 


268 

208 

■ 

123 


417 

■ 

126 
■ 
37 


467 
375 
172 
336 
22 


443 
284 
172 

■ 
19 


Potlatch  Forests  (Dec) 
Potomac  Electric  Power  (Dec) 
PPG  Industries  (Dec) 
Prentice-Hall   (Dec) 
Procter  &  Gamble  (June) 


318,555 
844,358 

1,094,753 
76,872 

1,611,785 


409  428  ■  ■  Provident  Life  &  Accident  (Dec) 

231  ■  ■  ■  Provident  National  Bank  Philadelphia  (Dec) 

314  ■  396  301  Public  Service  Colorado  (Dec) 

82  228  115  66  Public  Service  Electric  &  Gas  N  J  (Dec) 

358  ■  315  282  Public  Service  Indiana  (Dec) 


516,022 
971,113 
681,463 
2,152.125 
593.976 


496 


72 


379  ■  ■  Pueblo  Supermarkets  Puerto  Rico  (Jan) 

211  ■  ■  Pullman  (Dec) 

456  494  487  Purex  (June) 

269  334  373  Quaker  Oats  (June) 

25  26  27  Radio  Corp.  of  America  (Dec) 


71,531 

419,384 

173,774 

281,637 

2,365,527 


341 


457 


89 
153 

■ 
102 


187 

■ 

450 
208 
418 


227 


292 


Ralston  Purina  (Sept) 
Rapid-American  (Jan) 
Raychem  (June) 
Raytheon   (Dec) 
Recognition  Equipment  (Oct) 


626,869 
386,042 

32,121 
465,666 

54,959 


79 
124 


493 

■ 

76 
396 
420 


180 

■ 

238 


■  Reliance  Electric  (Oct) 

439  Republic  National  Bank  Dallas  (Dec) 

80  Republic  Steel  (Dec) 

434  Revere  Copper  &  Brass  (Dec) 

279  Revlon  (Dec) 


175,333 

2,198,952 

1,607,795 

398,424 

279.579 


258,75! 

90.3 

1,399,52 

340.15' 

316.511 


119  168  216  290  Reynolds  Metals  (Dec) 

176  92  54  29  Reynolds.  R.  J.  Tobacco  (Dec) 

369  ■  ■  ■  Rhode  Island  Hospital  Tr.  Providence  (Dec) 

■  434  265  337  Richardson-Merrell  (June) 

269  ■  ■  a  Richmond  Corp.  (Dec) 


1,658,376 

1,197,107 

574,799 

260,270 

842,068 


236 


326 

483 


303 


235 


431 
248 


Riggs  National  Bank  Washington  D  C  (Dec) 

Robins.  A.  H.  (Dec) 

Rochester  Gas  &  Electric  (Dec) 

Rohm  &  Haas  (Dec) 

Rohr  (July) 


961,299 
95,820 
408,628 
391,937 
167,894 


■  ■ 
402               488 
311                  15 

■  ■ 
468                  ■ 

290 
380 
212 

■ 
■ 

444 
305 
138 
335 

■ 

Rorer-Amchem   (Dec) 

Safeco  (Dec) 

Safeway  Stores  (Dec) 

St  Joseph  Lead  (Dec) 

St  Louis-San  Francisco  Railway  (Dec) 

77,879 
521,348 
698,488 
180,330 
454,373 

114.01 
260.3( 
3,685.65 
150.8: 
173,1' 

■  Not  un  500  list.     tPlus  stock                                                                                                                                                                                                                                    ' 

*  Company    his    convertible    securities    and/or    stock    options    and    warrants 
which,    if  converted,   would  significantly  'educe  imported  earnings   per  share. 
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A  Roster  of  the  Country's 

Biggest  Corporations 

Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

-PER  SHARE  DATA:  1968 — 
Reported 

Market 

($000) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

205.020 

17,769 

18,927 

5.83 

2.20 

67 

!86.133 

16,301 

32,068 

3.48 

1.20t 

603/4 

479,403 

14,556 

15,544 

1.85 

0.55 

705/8 

3.714.268 

58,899 

69,262 

1.86 

0.32 

117'/8 

44.287 

3.830 

12,436 

0.72 

2.24 

1.60 

331/2 

307.131 

16.400 

33,457 

3.30 

1.00 

611/2 

396.701 

30.235 

52,574 

1.39 

1.10 

20% 

824.199 

48.298 

92,507 

2.37 

1.35 

40V4 

440.368 

13.343 

14.301 

1.30 

0.62t 

423/4 

3,568.898 

202.026 

243,780 

0.46 

4.76 

2.40 

861/2 

255.905 

9,072 

9.072 

2.30 

0.52t 

65 

11.930 

8,932 

9,671 

7.26 

4.00 

91 

3.842 

28,312 

47,830 

1.71 

1.02 

257/8 

1.089,016 

89,775 

152,798 

0.03 

2.60 

1.61 

351/8 

476.516 

30,965 

48,730 

2.65 

1.98 

43% 

94.799 

5,877 

8,313 

2.86 

0.45 

47 

264.091 

14,418 

26,042 

3.15 

2.80 

573/4 

283,968 

14,893 

19,940 

0.11 

1.67' 

0.76t 

30'/8 

446.541 

21,323 

30,055 

2.58 

1.23 

543/4 

2,933  714 

154,047 

324,482 

2.37 

1.00 

461/4 

790,999 

37,163 

59,383 

1.16 

0.60 

2578 

148.363 

10.896 

20,679 

0.97 

3.25* 

0.50 

441/2 

319.872 

3,326 

5,555 

3.06 

none 

294 

715.557 

29,569 

49,618 

—0.09 

2.01 

0.45 

49^8 

354,384 

—2,690 

—164 

—0.55 

none 

72 

180.715 

12,761 

19,841 

2.35' 

1.20 

583/4 

254.035 

16,622 

16,622 

1.95 

1.00 

293/4 

808.197 

78,153 

131,004 

4.93 

2.50 

51 

209.138 

16,791 

22,285 

3.01 

1.50 

371/2 

637,701 

31,305 

37,643 

0,89 

3,87* 

1.40 

821/8 

696.432 

29,636 

84,326 

1.55 

0.90 

413/4 

1.900.077 

150,045 

176,218 

3.71 

2.20 

463/8 

79,500 

6.280 

6,280 

6.28 

3.25 

791/2 

565.983 

24,765 

31,360 

2.17 

0.73 

491/2 

179,935 

14,033 

15,396 

3.18 

0.65 

481/2 

91.046 

8,592 

8,592 

6.81 

2.52 

743/4 

488,642 

13,653 

15,642 

1.08 

0.35 

381/2 

202.438 

17,119 

27,378 

2.30 

i.iot 

3178 

647,796 

34,805 

63,780 

5.96 

1.60t 

111 

126,341 

9,049 

11,886 

2.59' 

0.80 

353/4 

511,190 

16,375 

17,684 

1.25 

1.24 

383/4 

389.128 

28,019 

29,648 

0.72 

4.16* 

1.00 

631/2 

707,264 

55,061 

99,219 

2.16 

1.10 

273/4 

279,489 

24,973 

31,002 

2.89 

1.43 

323/4 

148,621 

12,759 

23,619 

5.04 

2.20 

571/4 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RANK:  1968 v 

Market        Net 
Revenues  Value       Profits 


r^^l 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


243  371  341  330  St  Paul  Companies  (Dec) 

252  178  259  255  St  Regis  Paper  (Dec) 

500  ■  ■  424  San  Diego  Gas  &  Electric  (Dec) 

87  186  182  123  Santa  Fe  Industries  (Dec) 

348  432  431  433  Schenley  Industries  (Aug) 


943.659 
891,976 
416,455 
2,062,861 
612,755 


■  ■  234  355  Schering  (D«:) 

■  375  298  436  Schiltz,  Jos.  Brewing  (Dec) 
478  339  128  210  Schlumberger  (Dec) 

■  ■  255  ■  Scientific  Data  ^sterns  (Dec) 
452  191  404  ■  SCM  (iune) 


159,918 
250,388 
436,521 
113,279 
470,009 


■  387              ■  ■  Scot  Lad  Foods  (June) 
297  208  122  147  Scott  Paper  (Dec) 

■  345  ■  499  Scovtii  (Dec) 

179  318  331  ■  Seaboard  Coast  Line  R  R  (Dec) 

367  ■  ■  ■  Seaboard  F.nance  (Sept) 


57,940 

750,682 

236,421 

1,184,201 

577,266 


22 

■ 

90 

270 


271  310  Searle,  6.  D.  (Dec) 

7  10  Sears  Roebuck  (Jan) 

489  ■  Seatrain  Lines  (June) 

■  429  Seattle-First  National  Bank  (Dec) 

■  ■  Security  National  Bank  Long  Island  (Dec) 


141,434 
6,507,584 

143,723 
1,972,455 

839,714 


24  378  191  155  Security  PacHic  National  Bank  Cal.  (Dec) 

154  ■  ■  ■  Shawmut  Association  (Dec) 

37                20  16  14  Shell  Oil  (Dec) 

■  308  474  406  Sherwin-Williams  (Aug) 

■  476  ■  ■  Shoe  Corp.  of  America  (Jan) 


6,288,197 

1,341,311 

4,229,996 

324,096 

95,562 


355,0( 

69,9: 

3,317,0' 

452,5: 

271,0; 


170  84  217             68  Signal  Companies  (Dec) 

■  ■  439  ■  Simplicity  Pattern  (Dec) 
100  69  62             87  Sinclair  Oil  (Dec) 

144  54  113  102  Singer  (Dec) 

■  ■  434  ■  Skyline  Corp.  (May) 


1,227,476 

55,840 

1,851,268 

1,408,917 

22,223 


1,318,0 

59,1 

1,465,1 

1,754,5 

107,6 


■  362               ■  ■  Smith,  A.  0.  (Dec) 

■  455  201  204  Smith  Kline  &  French  Laboratories  (Dec) 
261                ■                 ■  ■  Society  Corp.  (Dec) 

■  ■                 ■  441  South  Carolina  Electric  &  Gas  (Dec) 
389                 ■                 ■  ■  South  Carolina  National  Bank  (Dec) 


211,677 
223,098 
881,499 
384,014 
531,991 


43i| 

losj 

27.»| 


57 

242 

79 

56 

Southern  California  Edison  (Dec) 

2,755,059 

588,« 

319 

■ 

■ 

■ 

Southern  Cal.  First  National  Bank  (Dec) 

669,983 

67 

241 

81 

79 

Southern  Company  (Dec) 

2,486,648 

59ul 

444 

494 

291 

287 

Southern  Natural  Gas  (Dec) 

477,921 

258,fP 

324 

■ 

326 

298 

Southern  New  England  Telephone  (Dec) 

655,507 

235,1  P 

54 

142 

100 

51 

Southern  Pacific  (Dec) 

2,922,988 

982.1 'i 

142 

277 

355 

200 

Southern  Railway  (Dec) 

1,436,058 

517,  ' 

■ 

234 

478 

■ 

Southland  Corp.  (Dec) 

197,796 

621,  i 

459 

■ 

■ 

■ 

Southland  Life  Insurance  (Dec) 

464.026 

89,  ) 

233 

■ 

■ 

■ 

Southwestern  Life  Insurance  (Dec) 

966.394 

182,  5 

■  Not  on 

500  list. 

tPlus  stock. 

'   Company    has    convertible    securities    and/or 
which,    if  convBfted.    would  significantly  reduce 

stock    options    and    warrants 
reported  earnings  per  share 

1 
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■ —       

PER  SHARE  DATA:  1968 — 

\ 

Mariiet  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

($000) 

(WOO) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

435,666 

25,137 

25,137 

2.42 

0.96 

42 

575,274 

34.022 

70,387 

2.50 

1.40t 

42 

245,000 

17.702 

31,983 

1.64 

0.94 

241/2 

807,077 

59,693 

122.041 

2.43 

0.40 

33  Vd 

345,810 

16,794 

20.374 

2.14 

1.25 

441/2 

649.782 

22,944 

26.778 

1.43 

0.65 

401/2 

498.663 

16,696 

26.743 

—0.47 

1.73 

1.10 

51% 

1.020.756 

41,045 

70.175 

5.32 

1.43 

132 

585.345 

10,031 

15.720 

1.62 

none 

92% 

366.022 

13,059 

30.866 

-0.57 

2.65 

0.60t 

431/4 

51.561 

2.812 

5,677 

1.51 

0.40 

27^/8 

1.047.622 

53.267 

92.370 

1.56 

1.00 

303/4 

178.923 

14,478 

24.509 

3.57 

1.40 

543/4 

456.605 

12.232 

43.032 

—0.86 

1.40 

2.20 

523/8 

202.528 

13.336 

13.336 

2.26 

1.20 

371/4 

550.290 

27.366 

30.546 

1.96' 

1.30 

411/2 

9,551.453 

418,030 

522.549 

2.73 

1.30 

621/4 

292.565 

14,030 

23.823 

0.12 

1.04 

none 

21% 

249,750 

17.307 

17.307 

3.85 

1.40t 

551/2 

95.568 

5.856 

5.856 

2.70 

0.99 

44 

775.250 

50.549 

50.549 

3.01 

1.07 

461/8 

105.716 

9.295 

9.295 

5.76 

2.55 

641/2 

4,759.136 

312.091 

530.007 

4.72 

2.30 

705/8 

300.185 

18.990 

26.875 

3.36 

2.00 

561/2 

76.360 

4.441 

7.046 

2.68 

1.00 

46 

689.715 

88,725 

124.434 

1.80 

4.30 

1.10 

401/2 

334.961 

8,803 

9.808 

0.14 

2.15 

0.66t 

8O1/2 

1.714.700 

76,583 

212,819 

—0.65 

5.54 

2.80 

130 

1,109.979 

69,392 

120,300 

4.53» 

2.40 

791/2 

340.463 

4.476 

5.166 

1.20 

0.26 

913/8 

119.520 

11.642 

21.517 

4.68 

1.30t 

48 

743.894 

42.338 

48.527 

2.92 

2.00 

511/4 

52.350 

3,766 

4.510 

6.28 

1.60 

75 

270.963 

16.464 

27,687 

1.78 

1.10 

33 

55.665 

3,926 

3,926 

3.17 

1.30 

45 

1,408.261 

99.894 

174,465 

2.28^ 

1.40 

361/8 

78.960 

3.980 

5,186 

3.02 

1.40 

56 

1,394,631 

78.233 

159,234 

1.59 

1.10 

283/8 

509.949 

29.951 

54,323 

3.00 

1.40 

51 

464.685 

28.465 

66,006 

3.00 

2.60 

433/4 

1,197.597 

107,575 

182,683 

3.96 

1.65 

441/8 

418.500 

42,955 

83,490 

5.98 

3.00 

621/2 

299.765 

9,346 

15,643 

1.40 

0.24t 

413/4 

94,000 

5,023 

5,023 

2.51 

0.95 

47 

272,578 

9,256 

9,256 

1.10 

0.43t 

321/2 
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More  people  ride  on  Goodyd 

and  thaf  s  been  true  i 


CO  I 
00  I 


ii 


o  • 

?: 


1915  Buick  ■ 


1916  Oldsmobile 


1917  Oakland 


1918  Ford  Model  "T" 


1919  Franklin 


1920  Chevrolet 


1921  Case 


1922  Mercer 


1924  Chandler 


1925  Locomobile 


m 


1926  Kissel 


1933  Dodge 


1934  Chrysler  Airflow 


1936  Terraplane 


1937  LaSalle 


1940  Mercury 


1941  Plymouth 


1943  Military  Amphibian 


1944  Willys  Jeep 


1945  Staff  Car  (Ford) 


1935  Cadillac 


1946  DeSoio 


1948  Dod 


1949  Ft 


1951  Nashf 


19531 


1954 


1955 


^1 


1957  T 


Polyglas-T.  M.The  Goodyear  Tire  &  Rubber  Company,  Akron.  Ohio 


*es  than  on  any  other  kind, 
[  consecutive  years 


Today's  reason  \diy... 
the  Pofyglas  tire. 


n 


158  DeSoto 


1962  Fdlcon 


Dodge 


outh  VIP 


ac  Firebird 


All  American  auto  manufacturers  have  approved 
Goodyear  Polyglas  tires  for  1969— 
either  as  standard  or  optional  equipment. 

GOODYEAR 
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The  Dimensions  of  American  Business 


Assets 


WHERE  THEY  RA   K:  1968 

Market         Net 
Revenues  Value        Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


H  ■                 ■  456  Southwestern  Public  Service  (Aug) 

a  151                ■  415  Spartans  Industries  (July) 

491  397  328  273  Sperry  &  Hutchin-.on  (Dec) 

207  64                70  114  Speriy  Rand   (Mar) 

■  ■  327  359  Square  0  (Dec) 


345,890 
379,335 
421,971 
1,095,224 
140,266 


453  236  169  244  Squibb  Beech-Nut  (Dec) 

H  459  ■  ■  Statey,  A.  E.  (Sept) 

383  147  244  264  Standard  Brands  (Dec) 

28  16                13  8  Standard  Oil  California  (Dec) 

34  23                17  15  Standard  Oillndiana  (Dec) 


469,063 

146,423 

538,201 

5,769,607 

4,737,454 


5 
291 
288 
203 
488 


3 
201 


300 


4 
143 


330 


3 
100 


280 


Standard  Oil  New  Jersey  (Dec) 

Standard  Oi!  Ohio  (Dec) 

State  Bank  Albany  (Dec) 

State  Street  Bank  &  Trust  Boston  (Dec) 

Stauffer  Chemical  (Dec) 


16,786,363 

772,698 

778,285 

1,107,079 

428,305 


■  289  83  179  Sterling  Drug  (Dec) 
327  145  371  270  Stevens,  J.  P.  (Oct) 

■  216  ■  ■  Stop  &  Shop  (Jan)'^ 

354  202  441  343  Studebalser-Worth^ngton  (Dec) 

406  ■  ■  ■  Suburban  Trust  Hyattsville,  Md.  (Dec) 


341,507 
649,613 
158,000 
602,323 
516,748 


73 

77 

47 

■ 

407 

455 

■ 

435 

464 

■ 

499 

■ 

■ 

193 

■ 

433 

■ 

177 

■ 

255 

■ 

301 

30 

407 

■ 

480 

447 

322 

■ 

■ 

23  Sun  Oil  (Dec) 

■  Sunbeam  (Mar) 
418  Sundstrand  (Dec) 

■  Super  Food  Services  (Aug) 

■  Super  Vatu  Stores  (Dec) 


2,362,603 

306,041 

314,959 

26,435 

78,907 


407  Superior  Oil  (Dec) 

■  Supermarkets  General  (Oct) 

■  Swift  (Oct) 
493  Sybron    (Dec) 

■  Talcott  National  (Dec) 


485,026 
119,884 
734,888 
229,177 
659,861 


112.03L 

569,37, 

2,827,ia 

264,57 

63,74 


352 


■ 
408 

■ 
174 


490 
280 

a 
301 

96 


211 


Tampa  Electric  (Dec) 
Tampax  (Dec) 
Tecumseh  Products  (Dec) 
Tektronix  (May) 
Teledyne  (Oct) 


315,306 
49,314 
117,376 
104,962 
604,248 


77,6^ 

60,9S 

329,05 

133,6! 

806,7- 


40 

46 

63 

22 

Tenneco  (Dec) 

13 

10 

6 

5 

Texaco  (Dec) 

128 

263 

229 

152 

Texas  Eastern  Transmission  (Dec) 

391 

384 

■ 

357 

Texas  Gas  Transmission  (Dec) 

400 

426 

110 

99 

Texas  Gulf  Sulphur  (Dec) 

3,888,349 

2,063,4 

8,686,954 

5,459,7 

1,541,155 

561,7 

530,486 

349,6 

523,560 

309,f 

428,554 

671,J 

1,118,823 

43,; 

1,371,413 

365,! 

891,702 

1,704,1 

62,285 

283, 

486  210  108           319  Texas  Instruments  (Dec) 

198  ■  MB  Texas  Nat.  Bank  of  Commerce  Houston  (Dec) 

147  370                80            104  Texas  Utilities  (Dec) 

253  59                98             93  Textron  (Dec) 

■  453  ■              ■  Thriftimart  (Mar) 


■  Not  on  500  list,     flus  stock. 

•  Company    has    convertible    securities    and/or    stock    options    and    warrants 
which,    if  converted,  would  significantly  reduce  reported  earnings  per  share. 


15)  Stop  &  Shop:  Year  end  audited  results  for  assets  and  cash  flow  not 
available  at   press   time:    preliminary   unaudited   data   used 
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PER  SHARE  DATA:  1968 — 

^ 

Market  Value 

Net  Profits 

Cash  Flow 

Extraordinary 

Reported 

Market 

(WOO) 

($000) 

($000) 

Credit  or  Charge  (—) 

Earnings 

Dividend 

Price  (Dec.  31) 

252,950 

16.139 

25,852 

0.78 

0.64 

131/2 

139,195 

18,030 

26,931 

0.56 

1.88* 

0.45 

25% 

462,792 

31.963 

36,335 

—0.18 

2.83 

1.00 

44 

1,572,344 

64.023 

148,929 

1.94 

0.40 

463/8 

463,725 

22,695 

25,378 

1.10 

0.95 

221/2 

844,954 

35.005 

47,827 

—0.19 

1.87 

1.50 

493/8 

98,301 

6,571 

12,409 

2.50 

1.40 

373/4 

625,623 

33.054 

48,579 

2.48 

1.43 

471/2 

5,827,484 

451.831 

765.859 

5.59 

2.70 

721/8 

4,348,787 

309,494 

589.035 

4.37 

2.10 

613/8 

16.910,193 

1,276,681 

2,125.844 

5.94 

3.65 

785/8 

945,175 

70,077 

111,696 

5.27 

2.50 

721/4 

103,684 

8.218 

8,218 

3.65 

1.17t 

46 

116,966 

9,362 

9,362 

4.66 

2.30 

581/4 

460,940 

31,200 

59.368 

3.06* 

1.80 

471/2 

1,369.155 

47.127 

53.551 

1.23 

0.68 

373/4 

400,554 

32,175 

65,326 

029 

5.32 

2.25 

66 

103,979 

6,734 

14,634 

2.22 

0.90 

341/8 

334,005 

24.200 

35,987 

—  1.94 

3.07' 

0.75 

541/8 

71,828 

5,171 

5,171 

5.14 

2.23 

713/8 

2,008.350 

164,430 

274,984 

4.59* 

i.oot 

75 

314,197 

13,268 

24,575 

0.13 

1.75 

1.16 

411/2 

307,695 

17,877 

29,078 

2.90 

0.80 

583/8 

16.603 

470 

1,201 

—0.42 

0.24* 

0.20t 

181/4 

96,370 

4,736 

7,770 

2.25 

1.10 

481/2 

815.868 

18,683 

43,141 

0.52 

4.50 

1.40 

1961/2 

130,689 

7,891 

11,679 

0.02 

2.25* 

0.40t 

39 

364.289 

-41.567 

-10.402 

—4.66 

-3.54 

0.90 

293/4 

323,701 

14.758 

19,504 

1.35* 

0.60 

351/4 

86,275 

5,346 

5,346 

1.68* 

1.00 

293/4 

290,076 

13,230 

22,387 

1.16 

0.71 

271/4 

535.990 

13,595 

14.744 

4.82 

3.10 

190 

246,105 

14,399 

17.241 

7.90 

3.00 

135 

494.876 

13,429 

16.865 

1.68 

none 

61% 

1.238.760 

40,720 

61.038 

1.61 

none 

531/2 

1,710,438 

166,932 

323.834 

0.18 

2.39* 

1.60 

31% 

11.340.315 

835,530 

1.184,138 

6.15 

2.90 

831/4 

667.086 

51,326 

114.278 

2.29 

1.25 

331/2 

241.720 

22,793 

49.011 

3.07* 

1.44 

4 

1.119,783 

70,520 

92,704 

2.33 

0.33 

36'/8 

1  132.290 

26,324 

67,994 

2.41 

0.80 

1031/2 

122,375 

8,240 

9,092 

3.00 

1.50t 

441/2 

1,403.350 

68,504 

109,276 

2.70 

1.58 

551/4 

1,214,088 

73,999 

107,279 

2.10 

0.73 

451/8 

37,920 

3,003 

5,783 

2.38* 

1.40 

30 
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The  Dimensions  of  American  Business 


, WHERE  THEY  RANK:  1968 — — ^ 

Market        Net 
Assets        Revenues  Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
(WOO) 


Revenues 
(WOO) 


■  463  ■  ■  Thrifty  Drug  Stores  (Aug) 

■  ■  458  461  Tl  Gorp  California  (Dec) 
411  258  206  271  Time  Inc  (Dec) 

■  383  269  344  Times-Mirror  (Dec) 

■  381  348  253  Timken  Roller  Bearing  (Dec) 


101,167 
167,449 
513,993 
289,859 
353,520 


279,682 
88,084 
567,811 
350,357 
351,427 


474  ■  ■  ■  Toledo  Trust  Ohio  (Dec) 

■  ■  488  ■  Trane  (Dec) 

183  148  345  372  Trans  World  Airlines  (Dec) 

49  86  42  65  Transamerica  (Dec) 

202  409  321  199  Transcontinental  Gas  Pipe  Line  (Dec) 


442,197 

158,936 

1,159,929 

3,276,230 

1,110,177 


20,797 

197,498 

948,244 

1,296,717 

328,840 


25 
260 
114 
441 

50 


32 
68 

■ 

353 
33 


87 
116 

■ 

351 
29 


97 
95 

■ 

318 
26 


Travelers  (Dec) 
TRW  (Dec) 
Union  Bancorp  (Dec) 
Union  Camp  (Dec) 
Union  Carbide  (Dec) 


6,209,392 
881,622 

1,690,812 
479,690 

3,208,579 


2,717,130 

1,487,547 

87,134 

383,360 

2,685,921 


326  ■  ■  ■  Union  Commerce  Bank  Cleveland  (Dec) 

189  486  252  196  Union  Electric  (Dec) 

381  ■  ■  ■  Union  National  Bank  Pittsburgh  (Dec) 

77  66  59  28  Union  Oil  California  (Dec) 

85  240  105  55  Union  Pacific  (Dec) 


652,661 
1,135,458 

554,284 
2,297,859 
2,092,442 


35,981 
261,205 

29,210 

1,535,964 

595,031 


306 
470 
463 
197 
104 


72 
93 


■  ■  Union  Planters  National  Bank  Memphis  (Dec) 
394  430  Union  Tank  Car  (Dec) 

■  ■  Union  Trust  Maryland  (Dec) 
192  131  Uniroyal  (Dec) 

185  208  United  Air  Lines  (Dec) 


724,919 

446,657 

459,672 

1,121,372 

1,796,768 


34,080 
157,258 

24,036 
1,429,156 
1,261,693 


152  41  184  118  United  Aircraft  (Dec) 

476  281  227  281  United  Fruit  (Dec) '6 

340  218  ■  381  United  Merchants  &  Manufacturers  (June) 

167  246  249  178  United  States  Fidelity  &  Guaranty  (Dec) 

■  376  ■  ■  United  States  Freight  (Dec) 


1,357,759 
439,799 
627,168 

1,244,969 
106,810 


2,408,251 
509,518 
651,968 
582,901 
357,139 


386 
■ 

109 
429 
195 


330 
238 

■ 


226 
354 


138 


249 
262 


140 


United  States  Gypsum  (Dec) 

U  S  Industries  (Dec) 

United  States  National  Bank  Oregon  (Dec) 

United  States  Nat  Bank  San  Diego  (Dec) 

U  S  Plywood-Champion  Papers  (Dec) 


534,253 
400,689 

1,726,938 
488,256 

1,123,123 


419,524  I 

602,263 

93,751 

28,153 

1,283,444 


■ 

■ 

484 

■ 

United  States  Shoe  (Oct) 

134,856 

241,085 

23 

12 

38 

18 

United  States  Steel  (Dec) 

6,391,334 

4,609,235 

477 

■ 

■ 

■ 

United  States  Trust  New  York  (Dec) 

439,568 

34,025 

255 

431 

168 

236 

United  Utilities  (Dec) 

885,132 

306,514 

201 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

1,113,359 

61,825 

349 

■ 

■ 

Universal  Leaf  Tobacco  Richmond  (June) 

122,450 

388,643 

320 

402 

403 

Universal  Oil  Products  (Dec) 

328,552 

430,757  \ 

■ 

155 

■ 

University  Computing  (Dec)                                  k 

1^               230,191 

57,103  ' 

406 

176 

252 

Upjohn  (Dec)                                                        1 

Hn               333,964 

333,240 

448 

■ 

■ 

USM   (Feb) 

1               304,100 

289,259 

-i. 


Not  on  500  list.     tPlus  stock. 

Company    his    convertibi*    sacurltles    ind/or    stock    options    and    warrants 
which,   if  converted,   would  significantly  reduct  reported  earnings  per  share. 


16)   United  Fruit:   Merged  into  AMK  in  1969. 
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Market  Value 
($000) 

Net  Profits 
($000) 

Cash  Flow 
($000) 

Extraordinary 
Credit  or  Charge  (—) 

-  PER  SHARE  DATA:  1968— 
Reported 
Earnings            Dividend 

Market 
Price  (Dec.  31) 

106,083 

6,467 

8,189 

1.39 

0.60 

223/4 

312,399 

15,748 

18,583 

2.61 

1.37 

511/2 

719,982 

32,100 

46,798 

0.70 

4.46 

2.30 

9972 

554,377 

24,197 

37,236 

1.91* 

0.50 

443/8 

427,131 

34.141 

47,697 

3.20 

1.80 

401/8 

39.600 

3,947 

3,947 

5.98 

2.40 

60 

293.274 

9,735 

17,382 

1.80* 

0.80 

54 

427,657 

21,537 

104,796 

1.97* 

1.00 

425/8 

2.225,390 

90,174 

142,728 

0.43 

1.50* 

0.50t 

371/4 

.     471.623 

43,169 

77,215 

1.68 

0.96 

21 1/4 

1,350.408 

71,067 

71,067 

0.39 

1.62 

0.64 

321/2 

1,080,489 

72.193 

115,380 

2.15 

0.90 

443/4 

184.361 

10.756 

10,756 

3.12 

1.40t 

531/2 

424,604 

26.408 

52,240 

1.76 

0.86 

283/8 

2,736.041 

156.967 

387,763 

2.60 

2.00 

451/4 

81,760 

6,450 

6,817 

4.42 

2.20 

56 

591.349 

43,323 

75,845 

1.59 

1.20 

223/8 

40,000 

3,624 

3,624 

3.62 

1.60 

40 

1,767,909 

151,232 

331,602 

4.53* 

1.40 

633/8 

1,177,575 

102,734 

157,697 

4.45 

2.00 

521/2 

72,375 

5,188 

5,188 

3.46 

1.80 

481/4 

374,154 

17.218 

30,383 

1.95 

2.20 

421/8 

54,910 

4,907 

4.907 

4.25 

1.75 

471/2 

767.669 

56,946 

100,291 

2.06 

0.60 

293/4 

792,232 

41.750 

143,712 

—0.02 

2.23 

1.00 

43 

793,530 

61,394 

126.639 

5.05* 

1.70 

65% 

672,760 

31,157 

49,539 

3.80* 

1.40 

831/2 

212,141 

21,031 

31,405 

—0.85 

3.56* 

1.20 

353/4 

599.278 

47,138 

47.138 

1.01 

5.86 

2.50 

741/2 

258.060 

12,749 

15.684 

0.28 

2.29 

1.30 

46 

673.545 

34,723 

51.150 

3.90 

3.20 

821/4 

418.674 

33,147 

41,779 

2.17 

'0.39 

323/8 

160.849 

11,424 

11,424 

2.85 

1.27 

401/4 

49,275 

1.655 

1,655 

1.23 

nonet 

361/2 

,975,442 

54,678 

95,542 

3.76* 

1.50 

813/8 

296,425 

10,700 

12,840 

1.82 

0.82 

331/2 

2.321,467 

253,676 

506,791 

4.69 

2.40 

42'/8 

124,425 

7,144 

7,144 

3.40 

1.78 

591/4 

845,215 

35,601 

67,713 

1.25* 

0.84 

31 

155,617 

9,828 

9,828 

4.25 

1.65 

671/4 

81,584 

7,814 

9,865 

0.12 

3.18 

1.45 

341/4 

368.486 

19,073 

31,095 

1.97 

0.78 

38 

899,346 

8,485 

26,822 

1.55 

nonet 

161 

817,574 

34,441 

45,296 

2.35 

1.60 

553/4 

206,540 

12,947 

34,148 

0.04 

2.82 

1.53 

46 
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The  Dimensions  of  American  Business 


Assets 


-WHERE  THEY  RANK:  1968 v 

Market         Net 
Revenues  Value        Profits 


283 

■ 
122 


181 
■ 

233 
421 


Company  (and  month  fiscal  year  ended) 


4H» 


Assets 
($000) 


■ 

■ 

276 

394 

Utah  Construction  &  Mining  (Oct) 

253,245 

118,268 

135 

■ 

■ 

■ 

Valley  National  Bank  of  Arizona  (Dec) 

1,493,517 

89,825 

■ 

■ 

452 

■ 

Victor  Comptometer  (Dec) 

B                113,586 

153,884  , 

365 

■ 

■ 

■ 

Virginia  Commonwealth  Bancshares  (Dec)                  ^ 

Wm                 583,730 

35,321 

159 

438 

142 

128 

Virginia  Electric  &  Power  (Dec) 

1,301,205 

297,542  . 

1 

Virginia  National  Bank  Norfolk  (Dec) 

Vornado  (Jan)'^ 

Wachovia  Bank  &  Tr.  Winston-Salem  NC  (Dec) 

Walgreen  (Sept) 

Ward  Foods  (Dec) 


790,997 
246,140 
1,618,386 
168,212 
157,528 


397 

■ 
426 

31 


200 


447 
386 


60  120  Warner-Lambert  Pharmaceutical  (Dec) 

■  416  Warner  &  Swasey  (Dec) 

■  ■  Washington  National  (Dec) 

277  267  Wells  Fargo  Bank  San  Francisco  (Dec) 

■  492  West  Point-Pepperell  (Aug) 


524,542 
131,203 
491,882 
5,373,365 
242,247 


9  273  157  126  Western  Bancorporation  (Dec) 

257  ■  ■  ■  Western  Pa.  National  Bank  Pitts.  (Dec) 

289  372  451  370  Western  Union  (Dec) 

78  21  31  36  Westinghouse  Electric  (Dec) 

495  346  481  390  Westvaco  (Oct)'^ 


9,686,854 
883,246 
775,078 

2,271,411 
419,410 


212  130               33  52  Weyerhaeuser  (Dec) 

355  295                ■  413  Wheeling  Pittsburgh  Steel  (Dec) 

■  170  221  233  Whirlpool  (Dec) 

345  206  409  307  White  Consolidated  Industries  (Dec) 

440  163  473  353  White  Motor  (Dec) 


1,064,661 
600,896 
413,758 
620,378 
480,171 


438 


278  313  348  Whittaker  (Oct) 

358  496  ■  Wickes  (Jan) 

■  454  ■  Willamette  Industries  (Dec) 

■  ■  473  Williams  Brothers  (Dec) 

■  ■  ■  Wilmington  Trust  Delaware  (Dec) 


310,187 
153,733 
127,618 
407,772 
480,442 


517,12 

375,73 

141.73 

99,66 

25,22 


479 
273 
190 


249 
219 


118 


48 


■ 

156 
177 

■ 

290 
204 


335 


11 
299 
287 

■ 
120 


341 


393 

331 

144 

108 

475 

■ 

470 
45 

184 

490 
■ 

177 


Winn-Dixie  Stores  (June) 

Winters  National  Bank  &  Tr.  Dayton  Ohio  (Dec) 

Wisconsin  Electric  Power  (Dec) 

Woolworth,  F.  W.  (Dec) 

World  Airways  (Dec) 


Wrigley,  William  Jr.  (Dec) 

Xerox  (Dec) 

Youngstown  Sheet  &  Tube  (Dec) 

Zaie  (Mar) 

Zayre  (Jan) 

Zenith  Radio  (Dee) 


164,369 
435,949 
823,579 
1,134,072 
195,513 


122,199 
905,704 
1,026,732 
147,626 
157,000 
324,492 


1,082,1C 

21,6: 

229,9f 

1,907,2! 
84,2; 


159,5' 

896,3 

793,1 

234,1 

490,6' 

705,4 


■  Not  on  500  list.     fPlus  stock. 

•  Company    has    convertible    securities    and/or    slock    options    and    warrants 
which,   it  converted,  would  significantly  reduce  reported  earnings  per  share. 


17)  Vornado:  Year-end  audited  results  not  available  at  press  time;  latest  12 
months   data   used. 

18)  Westvaco:  Formerly  West  Virginia  Pulp  &  Paper. 
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A  Roster  of  the  Country's  Biggest  Corporations 


rket  Value 
($000) 

Net  Profits 
($000) 

Cash  Flow 
($000) 

Extraordinary 
Credit  or  Charge  (—) 

PER  SHARE  DATA:  1958— 

Reported 

Earnings           Dividend 

Market 
Price  (Dec.  31) 

542.052 

19.944 

26,681 

1.55* 

0.48 

42 

194,873 

10,654 

10,654 

1.33 

0.52 

24 '/4 

316.672 

9.237 

12,385 

1.77' 

0.45 

64 

54.945 

3,924 

4,661 

2.70* 

0.94 

37 

959.170 

57,813 

95,757  . 

1.65 

1.07 

28'/8 

97.065 

6.905 

6,905 

2.13 

0.93 

30 

147.957 

9.160 

16,548 

1.54 

none 

24% 

272.117 

14,069 

15.605 

2.87 

0.90 

551/2 

228.708 

11,347 

16,051 

1.79 

0.93 

36 

147.688 

7,395 

11,277 

0.45 

2.57 

nonet 

51% 

762.894 

60,455 

75.601 

2.02 

1.03 

58% 

170.225 

18.021 

24.555 

1.33 

5.27 

1.60 

50'/8 

210.336 

13,096 

13,096 

2.62 

none 

42 

541,807 

32,673 

37,103 

3.62 

1.40 

59>/2 

242,250 

14,768 

27,356 

3.11 

2.00 

51 

888.972 

58,452 

70.233 

2.74 

1.20 

411/2 

63,650 

6,923 

7,516 

2.63 

0.88 

25 

319,587 

21,569 

76.430 

2.04 

1.40 

421/8 

628,239 

135,013 

199,480 

3.49 

1.80 

681/4 

295,806 

20.725 

41.930 

1.99 

0.96 

28% 

550,978 

105,022 

165.558 

1.76 

0.70 

423/4 

117,424 

18,207 

50.624 

0.58 

4.18 

none 

323/8 

579,876 

36.223 

57,888 

3.10 

1.60 

58 

363.337 

27,936 

37,931 

0.15 

2.52* 

0.35t 

381/4 

300,748 

23,020 

31,242 

3.52 

2.00 

46 

479,024 

23,416 

31,684 

0.10 

1.53* 

none 

35'/8 

283,653 

11,199 

15,295 

2.05 

1.00 

51% 

314,388 

14,138 

22,404 

1.62 

0.36t 

36 

184,785 
102,255 

15,354 
6,722 

26,692  • 
7,384 

4.76 
3.35 

none 
2.40 

631/2 
51 

W3,057 

24,463 

35,753 

1.95 

1.53 

351/4 

56.018 
374,915 
343.611 

5,128 
25,088 
65,739 

5,128 

47,218 

105,592 

4.44 
1.71 
2.29 

1.80t 

1.32 

1.00 

481/2 
251/8 
32% 

300.000 

11.980 

18.891 

1.20 

none 

30 

!27,795 
J01,363 
197,922 
il6,566 
|.49,853 
j)55,013 

15,472 
116,194 
45,777 
14,792 
9,538 
47,315 

19.468 
283.408 
81.349 
17,501 
15,538 
57,542 

0.07 

7.86 
5.18 
4.27 
1.60 
3.15 
2.50 

5.50 
1.45 
1.80 
0.56 
none 
1.40 

1153/4 
2671/2 
461/2 
551/2 
521/4 
553/4 

' 
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87% 
Defense 


13% 
Commercial 


this  was  LTV 

1963:  Near  total  dependence  on  military  contracts. 


79% 

nercial 


21% 
Defense 


this  is  LTV 

1968:  Diversified  sales,  both  consumer  and  defense. 


ant  to  call  LTV  a  conglom- 

19.  Many  people  do.  But  if 

::  to  be  completely  accurate, 

a  multi-market  enterprise 

;  diversified,   entrepreneurial, 

ily  visible  and  socially  re- 

Et  a  word  at  a  lime. 

sified.    Back    when    90    per 

''ur  "consolidated  sales  were 

ilitary  and  space  agencies, 
i;ome  very  large  orders  be- 

governmsnt  cancellations. 
I  ved.  But  we  promised  our- 

nd  our  shareholders  that 
■'ain  would  we  put  all  of  our 
One  basket. 

Government  encouragement, 
'  5ified.  Now  our  subsidiaries 
i^re  than  15,000  different 
c  and  services.  If  one  sub- 
^3lters,  it  doesn't  affect  the 
'•ach  one  is  financially  and 
'  lally  independent. 


Entrepreneurial.  Men  who  are 
proven  managers  and  builders  head 
our  companies.  They  get  their  jobs, 
and  keep  them,  by  turning  in  a  good 
performance.  Who  judges?  You  do. 
We  do.  You  buy  or  don't  buy  their 
products  and  services.  We  monitor 
their  performance.  The  company 
heads  who  do  well  are  well  rewarded. 
It's  entrepreneurial  motivation.  And 
it  works. 

Completely  visible.  LTV  is  public- 
ly held.  Every  one  of  our  subsidiary 
companies  is  publicly  held.  Our  in- 
come statements  are  published  four 
times  a  year.  Our  shareholders,  the 
government,  and  the  public  are  in- 
vited to  study  our  performance  and 
objectives.  We  are  the  "most  visi- 
ble" major  corporation  in  the  United 
States,  according  to  Fortune  mag- 
azine. 

Socially  responsible.  We  pay  at- 


tention to  society's  needs  and  prob- 
lems, and  we  try  to  help.  We  partici- 
pate in  government  and  private 
programs  to  help  the  disadvantaged, 
the  handicapped  and  the  minorities. 
We  try  to  be  fair  in  our  approach  to 
acquisitions.  We've  never  closed 
down  the  plant  of  an  acquired  com- 
pany. Instead,  over  the  past  three 
years,  LTV  and  its  subsidiaries  have 
committed  to  more  than  $250  million 
in  additional  plants  and  equipment. 
And  we  paid  a  tax  bill  of  $102  mil- 
lion last  year. 

We're  a  big  company,  yes. 

We're  one  of  a  number  of  multi- 
industry  companies  popularly  called 
"conglomerates." 

But  we  grew  out  of  an  original 
philosophy.  We're  really  one  of  a 
kind. 

And  the  label  that  fits  us  best  Is 
the  one  we've  got:  LTV. 


.  Inc.;  Braniff  Airways,  Incorporated;  Jones  &  Laughlin 
"  ation;  LTV  Aerospace   Corporation;  The   Okonite  Com- 


'tr, 


Electrosystems,     Inc.;     Wilson     Sporting     Goods     Co 
"aceutical  &  Chemical  Corporation;  LTV  Ling  Altec,  Inc. 


//V 


■  /v^  c:?«o-  VC?l^<3/-/T-,    //\/c?. 


Rules  of  the  Game /ZlZ 


companies  make — or  do  not 
the  FORBES  500  directory. 


If  companies  didn't  own  subsidiaries 
— if  they  didn't  buy  other  companies 
— if  they  never  split  their  stock — if 
they  all  sold  something  simple  like 
chewing  gum  or  shoe  laces — then 
there  might  be  no  need  to  set  up 
ground  rules  for  the  Forbes  500. 

But  companies  aren't  run  by  simple 
formulas.  So  they  can't  be  compared 
by  simple  formulas.  A  few  ground 
rules  are  necessary  to  rank  the  coun- 
try's biggest  companies. 

Who  is  considered?  About  1,200 
companies  are  studied.  To  be  con- 
sidered, a  company  must  be  publicly 
owned  and  it  must  be  incorporated 
in  the  U.S.  However,  if  it  has  its  main 
headquarters  here,  like  Schlumberger, 
or  if,  like  Shell,  it  is  a  U.S. -traded 
and  U.S.-incorporated  subsidiary  of  a 
foreign  corporation,  then  it,  too,  is 
considered  for  the  list.  What  about 
companies  based  in  the  Common- 
wealth of  Puerto  Rico?  We  include 
them.  So  Pueblo  Supermarkets  is  on 


the  revenues  Hst  and  Banco  Popular 
de  Puerto  Rico  is  on  the  assets  list. 

The  rankings  cut  across  industry 
categories.  In  addition  to  manufac- 
turers, mining  companies,  retailers, 
the  lists  include  hotel  chains  such  as 
Holiday  Inns  and  Howard  Johnson, 
broadcasters  such  as  ABC  and  CBS, 
financial  companies  such  as  American 
Express  and  CNA,  and  wholesalers 
such  as  Fleming  Corp. 

Ours  is  not  a  listing  of  U.S.  indus- 
trial corporations.  It's  a  listing  of  U.S. 
corporations — period. 

Subsidiaries.  We  use  oflBcial  com- 
pany figures.  If  a  company  consoli- 
dates the  results  of  subsidiaries,  so 
do  we.  If  it  doesn't,  we  don't.  There 
are,  however,  five  footnoted  exceptions 
to  this  rule,  such  as  Household  Fi- 
nance Corp.  and  GAC  Corp.  In  these 
cases,  the  unconsolidated  subsidiaries 
are  so  significant  that  it  would  be  a 
gross  distortion  to  omit  them  from 
the  I 

^**'  '   .lie  IS  simply  all  the 

assets  ol  ihe  company  as  stated  on 
its  balance  sheet  less  any  reserves  for 
depreciation,  depletion  or  amortiza- 
tion. A  few  companies,  such  as  Gen- 
eral Motors,  report  the  value  of  trea- 
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sury  shares  as  an  asset.  We  don't.  And 
in  such  cases  we  deduct  that  amount 
from  the  company's  reported  figures. 

Revenues.  Since  our  rankings  in- 
clude many  companies  other  than 
manufacturers,  we  can't  just  stick  to 
sales  as  a  measure  of  revenues.  For 
utilities  and  transportation  companies 
we  use  total  operating  revenues;  for 
insurance  companies  we  use  premium 
income  plus  investment  income;  for 
banks  we  use  total  operating  income. 

Excise  taxes  collected  by  the  oil, 
liquor,  beer  and  tobacco  companies 
have  not  been  included  in  their  rev- 
enues. Neither  has  income  that  the 
company  itself  does  not  consider  part 
of  its  regular  business,  such  as  interest 
income  earned  by  manufacturers. 

Market  Value.  This  figure  is  com- 
puted by  multiplying  the  number  of 
common  shares  outstanding  Dec.  31, 
1968  by  the  closing  price  tliat  day. 
For  a  company  whose  stock  is  traded 
over  the  counter,  we  use  the  bid  price. 
Convertible  securities,  warrants  and 
treasury  stock  are  not  reflected  in  the 
market  value  figure. 

Net  Profits.  For  most  companies, 
this  is  net  income  after  taxes  as  re- 
ported by  the  company.  The  excep- 
tions are  the  financial  companies.  For 
banks,  we  use  net  operating  earnings, 
which  do  not  include  their  loan 
losses  or  securities  gains  or  losses. 
For  life  insurance  companies,  we  use 
net  gain  from  operations,  a  figure 
that  includes  all  expenses  associated 
with  new  policies.  For  fire  and  casu- 
alty companies,  we  use  net  earnings 
as  adjusted  by  the  company. 

All  net  profit  figures  include  any 
extraordinary  gains  or  losses.  When  a 
company  reports  realized  capital  gains 
as  income,  we  do  too. 

Cash  Flow.  This  indicates  the 
amount  of  money  flowing  into  a  com- 
pany over  whose  outflow  management 
has  almost  complete  control.  It  is  the 
total  of  net  profits  plus  depreciation, 


amortization  or  depletion.  A  g( 
many  banks,  such  as  Bank  of  Amei 
and  Chase  Manhattan,  don't  rej 
their  depreciation  figure  so,  in  tli 
cases,  the  list  will  show  cash  flow  i 
net  income  as  the  same  figure. 

Per-Share  Data.  The  reported  ea 
ings  per  share  include  any  exi 
ordinary  credit  or  charge  noted  in 
adjacent  column.  All  the  per-sli 
figures,  except  for  market  price, 
based  on  the  company's  fiscal  y 
However,  some  companies  have  s 
their  stock  or  paid  stock  divide 
after  the  end  of  their  fiscal  y 
Where,  prior  to  May  1.5,  this  has 
creased  the  amount  of  outstanc 
stock  by  more  than  5%,  the  per-sl 
figures  have  been  restated  to  re 
the  additional  stock. 

The  earnings-per-share  figures 
those  reported  by  the  compa 
They  are  footnoted  where  thei 
possible  material  dilution  due  to 
version  of  convertible  securities. 

Growth  Rates.  On  each  of  the 
500  lists  we  compute  the  grow 
decline  from  the  previous  yeai 
our  Jan.  1  issue  the  emphasis 
analysis  rather  than  size.  In  this 
however,  we  don't  restate  1967  fi 
when  there  are  acquisitions, 
quently  these  percentages  shod 
viewed  critically.  Remember- 
simply  reflect  growth  in  si 
necessarily  success. 

Fiscal  Year.  About  20%  of  thi 
companies  ranked  don't  end  th( 


cal  year  on  Dec.  31.  For  the  I 
use  their  audited  1968  fisca  | 
data.  The  only  exceptions  are 
companies,  mostly  retailers,  til 
port  in  January.  For  them  vl 
their  January  1969  audited  fig  [ 

If  a  company  is  acquired  a| 
fiscal  year,  we  will  include  it 
list  if  it  nevertheless  publishes 
annual    report.    Thus,    United  | 
makes    the    list   even    though 
since   merged   with   AMK.   H(| 
there   are   other   companies,   s| 
Hunt  Foods,  which  no  longer 
their    owii    annual    reports.    Ii| 
cases   we  do   as   the   compan; 
Hunt   is   treated   as   part   of 
Sirnon  Inc.,  the  company  int(| 
it  merged. 

These,  then,  are  the  grourj 
we  use  to  measure  the  dimen  | 
American  business.  ■ 

FORBES,  MAY 


urkee  has  moved  out  of  the  kitchen 
rtothe  living  room. 


years  we've  added  spice  to  people's  lives.  Our  rep- 
ras  founded  on  quality  herbs  and  seasonings. 
V  we're  using  our  experience  to  please  the  broad- 
lerican  taste.  We're  no  longer  just  a  major  spice 
:.  Our  products  have  become  an  integral  part  of  the 
lour. 

e  are  some  Glidden-Durkee  Division  achievements 
onsumer  food  world.  Largest  marketer  of  green 
the  world.  First  in  canned  French  fried  onions, 
ickers  of  pickles  and  pickle  products.  Innovator  of 
rozen  party  foods.  Leader  in  the  processed  coco- 
Istry.  Leading  manufacturer  of  sauces  and  gravy 
rowing  factor  in  the  Portuguese  sardine  industry. 
^  that's  just  the  beginning.  We're  still  going  all  out 
hidate  and  expand  our  position  in  the  food  industry. 
:>r  all,  at  SCM  variety  is  the  spice  of  life. 


ALLIED  PAPER:  Pulp  and  Paper,  School  and  Office 
Supplies,  Converted  Specialty  Products,  Business  Forms. 

GLIDDEN-DURKEE:  Coatings  and  Resins,  Adhesives, 
Industrial  Foods,  Consumer  Foods,  Food  Service,  Pigments 
and  Color,  Ceramics,  Metal  Powders,  Organic  Chemicals. 

KLEINSCHMIDT:  Telecommunications  Equipment, 
Data  Terminals. 

PROCTOR-SILEX:  Home  Electric  Appliances,  Floor 
Care  Products,  Industrial  Process  Equipment. 

SMITH-CORONA  MARCHANT:  Typewriters,  Calcula- 
tors, Marchant  Electronics,  Copier  Papers,  Office  Copiers. 


SCM   CORPORATION 

5  299  PARKAVENUE,NEWYORK.N.Y.10017 


Member  Federal  Deoosit  Insurance  Corporation  ©  Bankers  Trusl  Company 


There  was  considerable  throat- clearing 

It  certain  clubs  when  it  was  learned  that  we  invested 

a  pension  fund  ioo%  in  common  stocks. 


We  noticed  the  same  reaction  in 
1949,  when  Bankers  Trust  first 
placed  any  common  stock  in  pen- 
sion ponfohos. 

And  again  in  1958,  when  we  were 
the  first  bank  to  recommend  a  com- 
mon stock  position  of  as  much  as 
65%  in  pension  funds. 

Nobody  said  a  word,  but  the  im- 
plication of  all  that  ahem-ing  (es- 
pecially during  the  big  market  dip 
of  May,  1962)  was  quite  clear:  big 
banks  just  don't  behave  that  way. 

The  assumption  was  that  banks 
are  unwilling  to  take  risks,  and 
slow  to  reaCT  to  new  situations. 

We  can't  speak  for  any  other 
bank,  but  we  take  exception  to  the 
assumption. 

Our  investment  officers  are 
young,  aggressive,  and  quick  to  re- 
spond to  a  new  investment  situ- 
ation. They  can,  and  often  do,  take 
aaion  within  minutes. 


Bankers  Trust  moves  as  fast  as, 
or  faster  than,  any  other  invest- 
ment institution. 

Our  ability  to  make  decisions 
quickly  fs  based,  in  part,  on  de- 
tailed mathematical  studies  of  a 
wide  range  of  stocks  conducted 
over  several  years  by  our  Manage- 
ment Science  Group. 

One  of  the  Group's  basic  con- 
clusions, which  we  call  the  Risk 
Opportunity  Factor,  is  that  smaller 
capitalized  companies  present 
slightly  more  risk,  but  much  greater 
investment  potential,  than  larger 
firms. 

This  conclusion,  which  the 
Management  Science  Group  is  de- 
lighted to  prove  on  its  computers, 
explains  why  Bankers  Trust  puts 
about  three  times  more  pen- 
sion money  into  these  situa- 
tions than  other  investment  in- 
stitutions with  similar  goals. 


The  same  kind  of  basic  research 
alsoexplainswhythenon-restricted 
pension  funds  we  administer  have 
been  invested  in  common  stocks 
since  1 960,  at  an  average  of  70-75  % 
per  fund. 

(A  figure  which  is  considerably 
above  the  average  of  institutional 
investors.) 

Naturally,  we  evaluate  the  re- 
quirements of  every  pension  fund 
individually.  So  we  don't  always 
advise  a  100%  investment  in  com- 
mon stock. 

But  if  there's  no  clear-cut  need 
for  a  contingency  fiind,  we  don't 
see  why  we  shouldn't. 

Whatever  our  decision  may  be, 
it's  based  on  one  very  definite  goal : 
maximum  return  on  the  total  as- 
sets of  the  fund. 

There  would  be  consider- 
able, justifiable  throat-clearing 
if  our  goal  were  anything  less. 


You'll  find  a  trustee  at  Bankers  Trust. 


What  does  circling  the  mooi 

have  in  common 
with  heavy-duty  trucking? 


North  American  Rockwell. 


It  takes  a  tiuge  reserve  of 

technology  and  experience  to 

develop  a  spacecraft. 

And  to  build  axles  and  brakes 

for  giant  trucks  and  trailers. 

As  a  prime  contractor 

on  the  Apollo  program, 

we  had  a  lot  to  do  with 

man's  first  flight  around  the 

moon  and  back.  We  built 

the  spacecraft  itself,  plus  most 


of  the  rocket  engines 
that  powered  Apollo  8 
on  that  historic  mission. 
Back  on  the  ground  we've 
had  a  few  breakthroughs, 
too.  Rockwell-Standard 
Stopmaster®  brakes,  Taper- 
Leaf®  springs.  Roll  Joint® 
drive  shafts.  These  strong, 
husky  components  carry  the 
load  for  most  heavy-duty 


trucking  today. 

We've  had  firsts  in  all  the 

19  businesses  we're  in— 

everything  from  fiberglass 

fishing  trawlers  to  airborne 

computers.  And  in  the 

process  we've  become 

one  of  America's  largest 

corporations  with  S2.6  billion 

m  sales. 

With  this  background  we 


can  manage  change. 
Instead  of  just  letting  it 
And  when  you  manag* 
you  help  shape  the  fut 
That's  why  North  Ame 
Rockwell  and  thefutui 
are  made  for  each  oth! 
For  a  copy  of  our  1968 
Report,  write  North  Ar 
Rockwell,  P.O.  Box7( 
El  Segundo,  Californi 
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North  American  Rocke 
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Steinberg's  Complaint 

Fabulously  successful  at  29,  Leasee's  Saul  Stein- 
berg has  just  had  a  mighty  jolt.  Will  he  go  on  feeling 
sorry  for  himself,  or  will  he  learn  from  his  mistakes? 


SASCO  Data  Processing  Equipment 
)rp.  appears  on  all  of  the  four  lists 
the  Forbes  Directory  of  U.S.  Busi- 
ss.  In  1962  its  net  income  was  onl\ 
5,000.  It  didn't  even  go  public  until 
gust,  1965. 

Leasco's  guiding  genius  is  roly- 
ly  Brooklyn-bom  Saul  Steinberg. 
e  is  now  29,  and  he  started  the 
mpany  from  scratch.  Leasco  grew 
t\vo  ways:  by  getting  in  early  and 
hieving  a  strong  position  in  the 
it-growing  computer  leasing  indus- 
',  and  b\'  using  sparingly  but  in- 
IligentK  the  principle  of  conglom- 
itioii.    Today    Steinberg    is    worth 

estimated  $50  million,  on  paper 
least,  and  his  Leasco  has  long  since 
t  his  Brooklyn  loft  for  an  office  in 
eat  Neck,  L.I.  This  month  he  will 
■ce  up  headquarters  in  a  gleaming 
iss  skyscraper  on  Park  Avenue.  His 
her,  a  one-time  small-scale  maker 

rubber  household  products  such  as 
ihracks,  now  works  for  his  son  as 
asco's  secretary  and  himself  holds 
asc-o  stock  and  warrants  worth  S2() 
Ilion  and  has  recently  sold  S2 
illion  in  Leasco  stock.  Saul's  Uncle 
ever  is  worth  almost  the  same.  Saul's 
-year-old  brother  Robert  also  holds 

million  in  Leasco  stock  given  him 

Saul  and  his  father. 
Without   benefit   of   vast   inherited 
?alth  or  prestigious  contacts,  Stein- 
rg  has  made  more  money  on  his 
m  than  any  other  person  now  under 


.30  in  America.  But  is  Saul  Steinberg 
happy?  Is  he  pleased  with  his  suc- 
cess? Very  far  from  it.  Alternately 
brooding  and  belligerent,  he  feels  that 
it  has  brought  him  resentment  and 
sc-<jrn  where  it  should  have  brought 
him  honor  and  respect. 

The  immediate  cause  of  Steinberg's 
un happiness  is  New  York's  Chemical 
Bank,  the  U.S.'  sixth-largest.  Stein- 
berg, going  from  succe.ss  to  success, 
decided  in  February  he  was  ready  for 
the  big  time*.  He  tried  to  take  over  the 
Chemical,  a  $9-billion  (assets)  bank. 
Not  only  did  the  bank  rebuff  him,  but 
the  attempt  turned  many  of  his  busi- 
ness associates  against  him  and  gave 
the  young  entrepreneur  some  psychic 
bruises  he  won't  soon  forget. 

Forbes  asked  him  about  the  exper- 
ience. "I'm  no  takeover  artist,"  Stein- 
berg protested.  "I  only  did  one  and 
tiiat  turjied  friendly  in  the  end.  My 
wife  and  I,  we're  decent  people.  We 
like  tennis,  art,  music.  We  have  three 
children.  We're  not  really  bad  at  all." 

It's  hard  to  believe  that  Steinberg 
was  surprised  that  so  many  forces 
did  not  want  him  to  take  over  the 
Chemical,  but  his  sense  of  shock  is 
genuine.  Wrapped  up  in  his  busi- 
ness, flushed  with  story-book  success, 
he  vvanted  the  world — today.  John  D. 
Rockefeller  didn't  wait  until  his  .30th 
birthday  to  amass  a  fortune;  Stein- 
berg wasn't  willing  to  wait  either. 
He  saw  himself  as  one  of  the  great  en- 


Ja\k  Fast,  Act  Fast.  Though  he 
cuts  his  hair  and  dresses  con- 
venfionally,  Saul  Steinberg, 
like  many  in  his  generation, 
looks  for  fast  simple  answers 
to  old,  complicated  problems. 
"Computer  leasing?  It's  just  a 
way  of  getting  free  comput- 
ers," he  said.  He  means  that 
when  the  lease  is  up,  the  les- 
sor has  his  money  back  and 
still  owns  the  computer.  Older 
heads  could  point  out  a  pos- 
sible catch:  Technology  might 
obsolete  the  machine  before 
it  was  paid  for,  in  which  case 
the  lessor  would  be  left  with 
a  box  full  of  wires  and  tran- 
sistors. But  if  you're  an  opti- 
mist, you  don't  think  about 
such  things,  and  Saul  Stein- 
berg is  an  optimist.  He  thinks 
fast,  talks  fast,  crackles  with 
energy  and  seems  incapable 
of  accepting  any  limits  on  his 
success.  He  started  by  work- 
ing for  his  father's  small  busi- 
ness and  by  lending  money 
to  operators  of  a  chain  of  46 
newsstands.  In  1961,  with 
$25,000  from  his  father,  he 
founded  Leasco,  recalling,  "It 
took  me  three  months  to  get 
my  first  lease  and  I  had  to 
come  back  from  my  honey- 
moon to  sign  it."  He  said 
about  his  father  Julius:  "He 
was  unusual  in  that  he  was 
always  satisfied  with  what  he 
had  and  he  never  wanted 
more."  In  wanting  more,  son 
Saul  reached  high  on  the 
candy  shelf  and  got  caught 
in     a     financial     mousetrap. 
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le  can  show  you 
'  million  acres  of  space 
for  development. 


Thinking  about  a  plant  site?  We  can 
give  you  some  pretty  good  reasons  for 
getting  in  toucli  witli  Nortliern  Pacific. 
For  one  fining,  tliere's  land  available. 
Lots  of  it  between  St.  Paul  and  Seattle. 
And  there's  plenty  of  water,  cheap 
power  and  good  labor,  too. 

For  another  thing,  we've  got  information. 
Facts  yo'.j  need  to  have  to  make  a  sound 
selection.  What  we  don't  know,  we  can 
find  out.  NP  men  living  along  the  line 
are  working  through  the  local  communities 
and  deal  with  these  facts  every  day. 

Thinking  about  a  new  distribution 
warehouse,  an  expanded  manufacturing 
facility,  new  markets  to  tap, 
new  people  to  reach?  Think  of  the 
Northern  Pacific's  Northwest. 
Call  the  NP  representative  nearest  you. 

Or  contact  George  R.  Powe,  General 
Manager,  Properties  and  Industrial 
Development,  Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101.  The  phone  is 
612-222-7773.  He'll  be  glad  to  send  you  a 
words-and-pictures  tour  booklet  of  our  area. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


WEKniUIG 


inmni 


Doing 

a  day's  work 

for  a  day's  pay 

maybe 

out  of  style 

in  some  places 

but  not 
in  Kentucky 


For  all  the  facts  about 
"Kentucky's  Climate  of 
Confidence"  call  or  write 
Paul  Grubbs.  Commis 
sioner,  Department  of 
Commerce,  Frankfort, 
Kentucky,  F-515  . . . 
Phone  (502)  564  4270. 


B^-discovet^^ 


KENTUCKY 


LOUIE  B.  NUNN  Governor 


trepreneurs  of  his  time.  Why  shouldn't 
he  control  a  mighty  New  York  bank? 
"There's  a  whole  new  Establish- 
ment being  formed,"  he  declared. 
"That's  the  great  thing  about"  this 
country:  The  Establishment  can  con- 
stantly be  changed.  There  Is  freedom 
of  entry.  It  isn't  like  France  or  Eng- 
land. There  are  exciting  things  being 
done  in  America,  and  businessmen  are 
taking  the  lead  in  many  new  things." 
Chemical,  he  feels,  could  have  used 
some  of  this  new  spirit,  an  injection 
of  the  new  Estabhshment. 

IWing   Dart  Board 

"What's  so  bad  about  tender  of- 
fers?" he  went  on.  "What  are  they  but 
plebiscites  to  determine  who  should 
run  the  company?  Managements  that 
are  helpless  against  tender  offers  are 
usually  the  ones  that  are  also  helpless 
in  running  their  businesses.  They 
don't  understand  why  dynamic — they 
call  us  crude — raider  types  would  in- 
vade their  industry. 

"Look  at  Jimmy  Ling.  Ths  steel 
industry  ought  to  erect  a  statue  to 
him.  Nothing  bad  has  happened  at 
Jones  &  Laughlin  since  he  took  it  over. 
But  the  only  kind  of  statue  they'd 
give  him  would  be  a  real  live  statue 
and  they'd  throw  darts  at  him." 

This  pouting  notwithstanding, 
there's  no  getting  away  from  Stein- 
berg's accomplishments.  Leasco  was 
one  of  the  first  to  detect  a  chink  in 
International  Business  Machines'  ar- 
mor, because  IBM,  which  sets  the 
standard  for  the  computer  industry, 
charged  rental  rates  considerably  high- 
er than  outright  sales  prices.  Steinberg 
saw  he  could  buy  computers  and  then 
lease  them  at  lower  rates  than  the 
manufacturers.  By  depreciating  pur- 
chases in  eight  years  instead  of  IBM's 
four,  Leasco  and  other  leasing  compa- 
nies can  undercut  IBM  and  still  show 
a  good  profit.  On  this  concept,  Stein- 
berg created  a  computer  software  and 
consulting  capability  that  further 
strengthened  Leasco.  He  moved  bold- 
ly into  Europe.  Then,  with  his  stock 
in  the  full  bloom  of  popularity  at  45 
times  earnings,  Steinberg  made  a  $52- 
million  public  offering  and  used  the 
proceeds  to  make  a  major  conglomera- 
tion move.  On  the  open  market  he 
bought  3%  of  the  stock  of  Philadel- 
phia's Reliance  Insurance,  an  old-line 
insurance  company  with  over  $700 
million  in  assets. 

Reliance's  stock  sold  at  a  big  dis- 
count from  asset  value,  Leasco's  at  a 
huge  premium.  In  effect,  Steinberg 
thus  traded  paper  for  assets.  Then,  us- 
ing a  package  of  warrants  and  con- 
vertible preferred  stock,  he  tendered 
for  the  rest  of  Reliance  stock  last  fall. 
His  package  was  worth  a  good  deal 


more  than  Reliance  stock,  on  paper  at 
least,  and  the  stockholders  took  it. 

This    takeover    contributed    $22.2 
million  to  Leasco's  common  earnings 
last  year  compared  with  $4.6  million 
from   other   Leasco    activities.   It  in- 
creased Leasco's  equity  capital  froir 
$70  million  to  $236  million.  And  no 
onl\-  that.  The  common  stocks  in  Relil 
ance's  investment  portfolio  had  a  mar 
ket  value  of  $121  million  above  theti 
original  cost.  By  cashing  in  some  oil 
these  profits,   Leasco   was  now  in  J 
position  to  keep  its  reported  earning 
rising  for  as  long  as  it  wanted.  Ar 
these  real  profits?  Or  are  they  booic 
keeping  profits?  It's  an  acac^emic  poic 
in  today's  market,  which  doesn't  muc 
care  what  earnings  consist  of,  so  Ion 
as  they  go  up.  In  addition,  Steinber 
can — regulatory  authorities  permittin 
— take  most  of  the   $120  million  1 
excess  cash  out  of  Reliance,  which  tl 
Reliance  management  had  planned  i 
use  as  a  base  to  diversify  and  to  for 
a  holding  company. 

Having  done  all  this  by  the  age 
29,  Steinberg,  who  for  all  his  acum< 
is  not  a  sophisticated  person,  felt  th 
nothing  could  stop  him.  But  Chemic 
did — with  a  vengeance. 

Older,    wiser    heads    might    ha 
warned  him   that  the  techniques 
used  on  Reliance  would  not  work 
the  Chemical.  But  why  listei  to  thai 
Could  any  of  them  have  done  wl 
Steinberg   had    done?    But    this  tii 
Steinberg  badly  misjudged  the  siti 
tion.  Shortly  after  Reliance  increa; 
its  Chemical  Bank  holdings  to  200.f' 
shares    came    the    setback.    With 
friends   in   Washington   and   Albajj 
and   thousands   of   chents,    the  bi 
fought    Steinberg    fiercely   and  w 
Leasco    stock,    which    had    increa 
5,400%    since     1965,    dropped    ^ 
Steinberg's  investment  bankers, 
man   Brothers   and   White  Wel( 
fused    to    help    him    tender    for 
Chemical    and     served    notice 
would  not   support  him.   Said  St 
berg,  "I'm  told  they  got  more  pres: 
than  we  got. " 

Nearly  identical  legislative  bi 
peared  in  Washington  and  Alban; 
quiring  pennission  from  banking 
thorities    before    any    one   could 
over  105?  of  a  commercial  bank's  sf 

The  intensity  of  the  attacks  s! 
Steinberg.   Chemical  Bank  Chaii 
William  S.   Renchard  claimed: 
pie  would  have  lost  confidence  ii 
bank  if  Leasco  had  come  in.  Se 
executives  told  me  they  would 
our  bank   and   some  directors  r 
have  resigned.  Some  major  comp 
woidd  have  transferred  their  ba" 
away."  Steinberg  retorted:  "Bale 
But   there   was   some   truth   in 
chard's    statement.    Many   comf 
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when  we  run  a  pipe 
line  through  farm  country, 
you'd  need  X-ray  vision 
to  detect  it.  Restoration 
and  reseeding  see  to  that. 

Or  when  we  burrow  pipe 
under  a  big  river,  we  bury 
it  deep— safe  from  dragline 
or  anchor. 

You'd  never  know  it 
was  there.  But  we  do.  And 
because  there's  always  the 
chance  of  a  leak  or  break, 
there's  aWays  the  possibil- 
ity of  air  or  water  pollution. 
So  w^e  w^atch  it. 

Texaco  maintains  con- 
stant surveillance  over  its 
pipe  line  systems  to  spot  any 
leak,  spill,  or  mechanical 
failure  quickly.  Elaborate 
fail-safe  equipment  and 
procedures  are  always  ready. 
On  land,  temporary  dams 
are  quickly  built  to  trap  and 
recover  escaped  oil.  In  river 
or  stream,  spill  booms  are 
used  for  the  same  purpose. 

Leaks  and  breaks  are  rare 
indeed.  But  expecting  the 
unexpected  is  one  way  in 
which  our  pipe  line  people 
carry  out  their  commit- 
ment to  the  Company's 
objective  of  conserving  the 
air  and  water  resources 
of  every  community  where 
Texaco  is  a  corporate 
citizen. 

Our  pipe  lines  are  out 
of  sight,  out  of  mind. 
Except  ours. 


PrEXACOl 


Texaco  ofiFers  challenging  careers 
to  qualified  college  graduates. 
Write  to  Recruiting  Coordinator, 
Texaco  Inc.,  Box  52332,  Houston, 
Texas  77052. 


IDEAS  DESIGNED  TO  HELP  PORTFOLIOS  GROW  LARGER. 

TESSEL,  PATURICK  &  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND  ^ 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y. 
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IDEAL  BASIC  INDUSTRIES.  INC. 


NYSE  Symbol -IDL 


combining  as  divisions 
IDEAL  CEMENT  COMPANY 

and 
POTASH  COMPANY  OF  AMERICA 


Ideal  Basic  industries,  lnc./82M7th  St.,  Denver,  Colo.  80202 


V. 


J 


worried  about  takeovers  would  be 
uneasy  about  leaviiij^  tiieir  stock  trans- 
fer lists  with  Saul  Steinberg. 

Friends  say  Steinberg  was  hurt  by 
vehemence  of  the   rebuttal,   that 
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the 

he  was  fVightened.  He  denied  the 
latter,  saying:  "If  anything,  the  pres- 
sure came  close  to  making  us  do  some- 
tjiiiig  stupid — that  is,  going  forward  in 
a  hostile  way.  We  .spent  three  long 
sessions  with  them.  We  were  starting 
to  get  mad,  and  we  felt  it  might  be 
a  good  thing  to  explode  this  whole 
thing  lor  the  good  of  the  country." 

What  next?  Said  Steinberg,  "If  the 
legislation  binding  a  one-bank  holding 
company  isn't  too  bad,  I  think  several 
major  banks  will  be  talking  to  Leasco 
about  putting  the  two  companies  to- 
gether in  a  friendly  way.  Computer 
leasing,  software,  time-sharing,  con-.i 
suiting,  container  leasing  and  insur-. 
ance — we  have  all  these  things.  The 
banks  want  to  go  into  them.  It  wouldi 
take  a  major  bank  20  years  to  hav» 
what  we  have  now,  and  they  need  it, 
They  have  the  easy  thing,  deposits.! 
We  have  the  hard  things — technology, 
brain  power.  Lea.sco  is  a  one-bank' 
holding  company  without  a  bank 

Casf  tn  the  Mold? 

Saul  Steinberg  clearly  sees  himselt| 
cast  in  the  mold  of  the  great  entreil 
preneurs.  Certainly  he  is  no  go-publicH 
for-the-fast-buck  type.  He  loves  busi(| 
ness    so    much    that    he    rushed    into 
it  after  graduating  at  the  age  of 
from  the  Wharton  School  of  the  Unii 
versity  of  Peimsylvania.  "I  didn't  hav«| 
time    for   graduate   school,"    he   said 
"I  wanted   to  get   going."  He  workj 
hard   and    long.    He   meant   it   wheij 
he  said:  "After  a  certain  point  you'n 
not  in  business  to  make  money.  Yoj 
do  what  interests  you.   What  excite 
you.  The  money  is  incidental.  It  ji 
comes.   It  isn't  any  longer  somethinjj 
you  think  about  for  itself. 

"I  don't  see  what  I've  done  the 
should  object  to.  My  need  to  go  ou 
and  accomplish  something  is  a  ver 
American,  free-enterprise  feeling. 

Harking  back  to  whether  he  woulj 
be  accepted  as  the  head  of  an  Estall 
lishment  bank,  he  said:  "I  have  a  feef 
ing  a  lot  of  people  in  this  country  woull 
rather  give  their  deposits  to  Sail 
Steinberg  than  to  David  Rockefellel 
Sure,  David  Rockefeller  has  dor  I 
some  great  things.  But  given  wheil 
Saul  Steinberg  started  and  wh^l 
Rockefeller  started,  there's  no  questici 
who  accompli.shed  more.  Forgettir| 
Leasco,  I'm  the  largest  stockholder 
nine  other  companies  and  I  only  wo  | 
on  them  weekends!" 

Accomplishments?  No  argume  | 
about  it. 

But  maturity?  ■ 
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Controlled  Rate-of-Climb 

is  important  to  a  company's  growth  and  profits... 


J  in  a  company  >^ith  diversified 
es  of  income,  this  is  especially  true. 
,s  uhy  Beech  management  main- 
a  healthy  growth  relationship 
g  all  seven  of  its  revenue  sources. 

ig-range  planning  by  its  manage- 

is  reflected  in  the  chart  above.  Sales 
this  period  indicate  a  108% 
th.  And  each  of  the  seven  income 
lies' has  maintained  its  own  proper 
to  the  total. 

s  is  a  major  reason  why  Beech 
h  is  a  healthy  growth  — and  why 
1  has  provided  its  stockholders 
a  continuous  high  earnings  ratio, 
ell  as  increased  sales.  Dividends 
for  example,  in  1968  were  24% 
r  than   in   record-breaking    1967. 

d  the  future  looks  bright  in  all  of 

h's  operating  areas.  The  industry 
nues  a  steep  upward  trend,  and 
h's  percent-of-industry  grows  in 
of  growing  competition. 

:S,  MAY  15,  1969 


Long-range  tables  by  Beech  manage- 
ment indicate  Beech  sales  in  5  years  to 
equal  those  of  the  total  industry  today. 

1.  Business  flying  continues  to  mush- 
room, with  emphasis  on  the  category 
of  planes  in  which  Beech  has  un- 
challenged leadership.  Example:  The 
100  largest  U.S.  corporations  own 
132  Beechcrafts. 

2.  The  commuter  business  is  growing 
with  the  Beechcraft  99  Airliner  (17 
passenger  twin  engine,  250  mph)  as 
the  largest-selling  new  plane  specifi- 
cally designed  and  approved  for  this 
category. 

3.  Beech  military  products  are  primarily 
"off-the-shelf"  products,  which  are 
required  in  times  of  peace  as  well  as 
times  of  war. 

4.  The  company's  aerospace  projects 
are  Jhose  involved  with  the  next  30 
years  of  space  exploration.  Beech  is 
an  established  leader  in  such  sophisti- 
cated areas  as  space  cryogenics  and 
rocketry. 


5.  Hundreds  of  Beech  designers,  en- 
gineers, and  physicists  are  working 
today  on  exotic  vehicles  and  systems 
for  tomorrow,  from  supersonic  air- 
craft to  environmental  systems  for 
space  stations  and  outer  space  probes. 

Beech's  growth  continues  at  a  healthy 
"controlled  rate-of-climb"  into  the 
exciting  era  ahead! 


FREE 

Write  today  for  descriptive 

Beech  folder  about 

a  Beech  aircraft  for  business 

or  pleasure 

D  Beech  aerospace  activities 

G  Beech  manufacturing 

capabilities 

Address:  Beech  Aircraft  Corporation     | 

Wichita,  Kans.  67201  U.S.A. 

Qeectc 
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The  Luxury  of  Privacy 


Is  the  big  private  company  an  anactironism  today?  Yes,  partly,  but  privacy  is  a 
pleasant  luxury  for  those  who  have  the  money— and  the  talent— to  indulge  in  it 


EVERYONK  KNOWS  "goillg  publlc"  IS  ail 

easy  \va>-  to  get  casli  without  really 
losing  control  of  >our  company;  that 
it  eases  estate  problems,  makes  fi- 
nancing easier  and  facilitates  mergers. 
The  urge  should  be  irresistible.  It 
should  be,  but  it  isn't. 

There  are  still  a  few  big  companies 
that  are  privately  owned  {see  table 
p.  191).  Some,  such  as  S.C.  John- 
son (wax).  Hallmark  (greeting  cards), 
Levi  Strauss  (blue  jeans),  and  the 
Reader's  Digest,  are  household  names. 
Others,  such  as  Cargill,  Deering  Mil- 
liken,  Koch  Industries  and  Bechtel 
Construction,  are  little  known  outside 
their  industries.  Few  reveal  sales  fig- 
ures, none  even  hints  at  earnings.  "We 
are  so  private,  we  don't  even  discuss 
it,"  says  an  executive  at  $30()-million 
(sales)  Dubuque  Packing. 

Are  these  private  companies  an 
anachronism?  It  may  well  be  that 
they  will  in  time  disappear.  But  as 
things  now  stand,  there  are  still  some 
attractive  advantages  to  corporate 
privac)'.  One,  for  the  moment  at 
least,  is  safety  from  raiders.  "We  sleep 
well  at  night,"  says  Walter  Haas  Jr., 
the  president  of  Levi  Strauss  and  the 
great-grandnephew     of     its     founder. 


Another  is  lack  of  pressure  to  produce 
quick  earnings.  "Being  private,  we  can 
take  a  much  more  long-range  view- 
point," says  Donald  J.  Hall,  the  40- 
year-old,  second-generation  boss  of 
Hallmark.  "Some  of  our  television- 
[advertising  costs]  might  not  have 
been  approved  under  a  short-term 
philosophy.  But  we  can  think  in  terms 
of  building  a  prestigious  image  and 
not  be  as  concerned  with  this  year's 
profit-and-loss  statement."  This  is  a 
luxury  few  public  corporations  can 
afford  in  an  era  when  hoards  of 
analysts  and  fund  managers  are  keep- 
ing a  sharp  eye  on  quarterly  earnings 
statements.  Yet  it  is  more  than  a 
luxury.  It  is  a  way  of  building  long- 
range  values  into  the  property  with 
money  that  would  othenvise  be  tax- 
able at  full  corporate  tax  rates;  a  way, 
in  effect,  of  building  corporate  values 
with  50-cent  dollars. 

Sportsman's  Risk? 

Private  companies  also  suggest  that 
being  private  makes  them  a  little  more 
daring.  Edmund  F.  Ball,  the  chairman 
of  Ball  Brothers,  points  to  his  highly 
successful  1957  diversification  into 
the  aerospace  business.  He  began  by 


"Yes,  I  have  always  said  I  wanted  you  fo  fake  over  the  company, 

son,  but  at  this  point,  I'd  have  to  know  a  little  more 

about  what  you'd  intend  to  do  with  it." 


Credit:  James  Stevenson 


purchasing  a  small  Boulder,  Colo 
electronics  laboratory.  "Boulder  wai 
*a  sort  of  a  gamble  at  the  outset,"  say 
Ball,  "a  sort  of  calculated  risk.  WJ 
started  from  scratch  without  a  well 
defined  plan.  Perhaps  we  might  neve 
have  gone  into  it  at  all  had  there  beei; 
outside  stockholders  asking  why  w 
should." 

For  a  great  many  companies,  do 
lars  and  cents  aren't  the  prime  cor 
sideration  in  staying  private.  The  re. 
son  is  psychic.  Privacy  pemiits  th 
owner  something  rare:  the  chance 
magnify  his  own  personality,  to 
dulge  his  whims  and  prejudice 
Joseph  Coors,  the  younger  of  the  tv, 
brothers  who  run  the  Coors  beer  an 
porcelain  company,  is  frequently 
the  Colorado  headlines  for  his  ou 
spoken  opposition  to  "too  libera 
policies  at  the  University  of  Colorad 

Owning  a  company  gives  the  chi 
executive  the  pleasure  of  practicii 
what  he  preaches.  Non-smoking  D 
Witt  Wallace,  the  founder  and  c 
chairman  (with  his  wife)  of  the  Rea 
er's  Digest,  has  never  carried  cigaref 
ads  in  the  Digest.  S.C.  Johnson 
fused  to  hire  married  women,  exce 
those  not  supported  by  husbands,  u 
til  a  1965  federal  law  made  discrimir 
tion  illegal.  When  the  Saturday  £t 
nmg  Post  ran  an  anti-Goldwater  e 
torial  in  1964  the  Allen-Bradle\'  co 
pany  cancelled  its  advertising.  P 
spective  employees  at  Coors  are  giv 
lie-detector  tests. 

Private  ownership  also  gives  nn 
latitude   in    how    to   spend   compa 
profits.    Stockholders    might    critic 
the  expensive  art  collection  of  R& 
er's   Digest,   or   S.C.   Johnson's   co; 
Wisconsin  research  center  designed 
Frank    Lloyd    Wright.    The>-    mi 
question    Gates    Rubber    Co.'s    p 
chase    of    a    75,000-acre    Wyom 
"cattle  ranch. '  Or  whether  it  is 
propriate  for  a  member  of  the  Cc  ■^ 
family  to  live  in  a  company  build 
depreciated    as    a    business    expei 
"You  don't  have  outsiders  looking  c 
your    shoulder    and    second-gues;  - 
you,"  says  Edmund  Ball. 

The  Price  of  Privacy 

Staying  private  has  its  costs,  .)■ 
One  is  a  shortage  of  capital.  It'.S|0 
accident  that  the  large  privateK  o  f- 
ed  companies  on  the  Forbes  list  ;e 
concentrated  in  industries  such  »s 
publishing  and  construction,  w  ^e 
capital  requirements  are  low — 
(Continued  on  page  191) 
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i/buld  you  ask 

lational  Lead  to  help  make 

faris  more  romantic? 


tional  Lead  doesn't  make  love.  But  we  do  make 
ents.  And  some  of  them  do  some  very  romantic  jobs, 
jments,  of  course,  are  what  make  paints  whiter, 
ter,  protective. 

e  Eiffel  Tower  (how  romantic  can  you  get?)  was  just 
inted  with  50  tons  of  paint  containing  7  tons  of 
'  rrosion-fighting  protective  pigment  developed 
ational  Lead.  It's  the  same  pigment  that  protects 
sands  of  bridges  and  water  towers  and  other  steel 
itures  that  have  to  last. 

I 

I . 

»ision»:  American  Bearing  •  Baroid  •  Delore  •  Doelnler-Jarvis  •  Evans  Lead  •  Goldsmith  •  LanOover  Manufacturing  •  Magnus  Metal  •  Master  Metals  • 

Nuclear  •    Paint   •    Pigments  and  Chemicals    •    Southern  Screw    •    Steel  Package    •   Texas  Mining  and  Smelting    •   Titanium  Alloy  Manufacturing  • 

(n  Pigment  •  Tool  and  Engineering  •  U.S.  Subsidiaries  and  Atfiliates:  Aluminum  Match  Plate  Corp.  •  Amos-Thompson  Corp.  •  Cochrane  Foundry,  Inc.  • 

I  'lastic  Kaolin  Co.  •  Floating  Floors  Inc.  •  Lake  View  Trust  and  Savings  Bank  •  Morris  P.  Kirk  &  Son.  Inc.  •  National  Lead  Company  of  Ohio  •  Pioneer 

h"n.  Inc.  •  R-N  Corp.  •  The  Baker  Castor  Oil  Co.  •  The  Bunting  Brass  &  Bronze  Co.  •  The  Chas  Taylor's  Sons  Co,  •  Titanium  Metals  Corporation  of  America 


And  because  you  demand  that  your  car  last,  too, 
chances  are  it's  protected  (and  made  brighter  or  whiter) 
by  a  paint  containing  one  or  more  pigments  from  a  divi- 
sion of  National  Lead.  As  is  your  home  and  office,  inside 
and  out. 

National  Lead  Company:  among  other  things,  the 
world's  largest  supplier  of  pigments.  We're  at  111  Broad- 
way, New  York,  N.Y.  10006.  Why  not  find  out  more  about 
us  and  the  many  things  we  make? 


^A/hat  business 
Pick  an 


are  >ve  ir 
*nunib4 


01  Agriculture 

Urea  and  other  nitrogenous  fertilizers,  the 
life-blood  of  modern  farming,  are  synthesized 
under  pressures  generated  by  huge  multi- 
stage I-R  process  compressors. 


22  Textiles 

This  closeup  shows  the  intricate  action  of 
massed  knitting  needles  in  a  seamless  hosiery 
machine.  These  needles  are  precision-made 
byTheTorrington  Company,  a  major  supplier 
to  the  textile  industry  and  a  part  of  I-R. 


44  Water  Transportation 

Ocean-going  tankers  vmload  their  cargoes 
faster  than  ever  before  with  Ingersoll-Rand's 
new  self-priming  centrifugal  cargo  pumps, 
which  drain  tanks  dry  without  separate  strip- 
ping systems. 


12  Bituminous  Coal  Mining 

Fully-mechanized  high-speed  coal  miners  like 
this  have  made  coal  mining  more  productive 
and  economical  than  ever  before.  It  is  built 
by  Lee-Norse  Co.,  part  of  Ingersoll-Rand. 


26  Paper 

From  wood  chips  to  processed  pulp,  the  paper 
industry  depends  on  Impco  equipment  like 
these  bleach  washers,  made  by  Improved 
Machinery  Inc.  in  Nashua,  N.H.,  a  part  of 
world-wide  Ingersoll-Rand. 


45  Air  Transportation 

The  Boeing  747  jetliner  uses  special  Torring- 
ton  bearings.  The  Torrington  Company,  a 
part  of  world-wide  Ingersoll-Rand,  produces 
every  basic  type  of  anti-friction  bearing. 


13  Oil  and  Gas  Production 

Air  drilling  of  natural  gas  or  oil   . 
for    the    specialized    know-how    an'| 
compressor  equipment  offered  by  I-I(j 
and  Compression  Services. 


28  Chemicals 

The  chemical  industry  is  a  maji 
Ingersoll-Rand  pumps,  compressors 
equipment,  including  Aldrich  hig 
reciprocating  plunger  pumps  for  1 
sive  liquids. 


46  Pipeline  Transportatio 

Natural  gas  is  boosted  across  coi  •'* 
Ingersoll-Rand  compressors,  gas  ti  in* 
gas  engines,  and  by  packaged  stf 
by  Southwest  Industries,  a  part  c 


We  serve  them  all,  throughout  the  world 

*  Every  induii  ,  in  the  two-digit  Standard  Industrial  Classification  numbers  from  01  to  80  is  a  direc] 
or  indirect  user  ci  products  or  services  from  world-wide  Ingersoll-Rand.  Most  industries  use  a  variet}! 
of  our  products.  For  a  complete  list  of  all  I-R  products,  write  to  Ingersoll-Rand,  Dept.  A-203.00J 
11  Broadway,  New  York,  N.Y.  10004. 


Dm  01  to  80! 


ling  and  Quarrying 

I  quarries  and  open-pit  mines  through- 
world,  Ingersoll-Rand's  fully  mecha- 
ir-p)Owered    drilling    rigs    are    cutting 
drilling  blast  holes  in  record  time. 


$tics 

of  useful  and  decorative  plastic  prod- 
made  on  Impco  injection  and  blow 
machines,    another    major    product  . 

[  Improved  Machinery  Inc.,  a  part  of 
Rand. 


trie  Light  and  Power 

eration  of  electricity,  from  coal  or 
Fuel,  uses  huge  water-cooled  conden- 
Ingersoll-Rand  to  convert  the  dis- 
team  from  the  turbine  back  to  water. 


15  Building  Construction 

Millers  Falls  electric  power  tools  (saws,  drills, 
routers,  sanders)  speed  construction  for  car- 
penter and  hobbyist  alike.  Millers  Falls  Com- 
pany is  a  part  of  I-R. 


37  Automotive  Production 

Completely  automated  assembly  machines  by 
Ingersoll-Rand  perform  multiple  nut  running 
and  other  critical  operations  to  meet  the  rigid 
quality  control  standards  of  the  automotive 
industry. 


75  Automotive  Service 

Fine  tools  and  test  instruments  are  the  auto 
mechanic's  prized  possessions.  In  this  field, 
no  name  is  better  known  than  Proto,  a 
Pendleton  Tool  Company  and  part  of  world- 
wide Ingersoll-Rand. 


16  Tunnel  Construction 

Tunnels  can  now  be  bored  through  solid  rock 
with  huge,  multi-toothed  monsters  like  this, 
made  by  Lawrence  Manufacturing  Company 
of  Seattle,  another  part  of  Ingersoll-Rand. 


38  Scientific  Instruments 

One  of  the  most  exotic  scientific  testing  instru- 
ments is  this  tetrahedral  anvil  press  that 
produces  pressures  of  2,000,000  psi.  It  is 
made  by  our  McCartney  Mfg.  Co.,  Baxter 
Springs,  Kansas. 


80  Medical  Services 

Pressurized  hyperbaric  chambers  for  medical 
treatment  require  a  dependable  supply  of 
pure,  oil-free  compressed  air  supplied  by 
Ingersoll-Rand's  non-lubricated  compressors. 


Q^  Ingersoll-Rand 


COPPER,  aluminum; 

AND  ALLOY  PRODUCT 


Baltimore*.. 

where  Phelps  Dodge 
is  a  tradition 


The  "Star-spangled  City,"  birthplace  of  our  national  anthem. 
Once  home  of  the  Continental  Congress  and  harbor  for  privateers. 
Now  a  busy  seaport ...  a  thriving  commercial  and  manufacturing 
center.  Baltimore,  like  all  cities  going  modern,  is  a  Phelps  Dodge  city. 

The  Baltimore  Gas  and  Electric  Company  uses  our  copper-nickel 
condenser  tubes  in  its  generating  stations.  Much  of  its  power  is  carried 
on  Phelps  Dodge  high-voltage  cables  .  .  .  under  the  harbor,  through  down- 
town, to  surrounding  suburbs  and  industrial  parks.  At  Charles  Center,  at 
the  new  sub-divisions  out  along  1-695  .  .  .  wherever  there's   growth   and 
change,  you'll  find  our  building  wire  and  cable,  aluminum  conduit,  plumb- 
ing and  refrigeration  copper  tubing,  valves  and  fittings,  telephone  and 
coaxial  cable  on  the  job.  An  ever-growing  electrical  industry  uses 
Phelps  Dodge  magnet  wire  in  coils,  motors,  relays  and  transformers. 
Our  copper  and  aluminum  basic  shapes  and  forms  are  also  used 
by  many  industries. 

You  don't  always  see  us.  But  in  copper,  alu- 
minum and  alloys,  you'll  find  our  experi- 
ence and  imagination  hard  at  work 
everywhere  across  the  country. 


(Continued  from  page  186) 
•ommodities  where  borrowing  is  easy. 
Vhen  a  pri\ately  owned  company 
leeds  capital  to  expand,  often  it  has 
ittle  choice  but  to  go  pnbhc.  This 
lappened  to  Dayton's  Department 
Itore  in  1967  when  it  decided  to  ex- 
»and.  In  March  of  this  year,  J.L. 
ludson,  Detroit's  leading  department 
tore,  made  the  same  decision  and 
old  out  to  Dayton.  "You  have  to 
hink  national,"  says  Joseph  L.  Hud- 
on  Jr.,  the  37-\ear-old  president  and 
randnephew  of  Hudson's  founder. 

Another  problem  is  succession.  Tlie 
hief  executive  officer  of  a  publicK 
eld  corporation  can  blunder  and 
•otch  his  job.  But  if  he  does,  there  is 
t  least  a  board  of  directors,  invest- 
lent  bankers,  and — in  the  last  re.sort 

the  threat  of  a  takeo\  er,  to  blow  the 
/hLstle  on  him.  Private  companies  do 
ot  always  have  these  built-in  safe- 
yards.  ,'\n  opinionated  but  incom- 
letent  heir  can  run  the  business  into 


the  ground;  unless  there  is  strong  ac- 
tion taken  b\'  other  members  of  the 
family,  he  can  continue  doing  so  until 
the  sheriff  calls.  These  things  happen. 

Thus,  a  family-owned  business 
must  work  hard  at  breeding  its  own 
succession.  Or  it  must  have  the  good 
sense  and  self-discipline,  as  Cargill 
had,  to  know  when  to  turn  to  outsiders 
to  provide  it  for  them. 

Acquisitions  are  another  problem 
for  the  pri\ately  held  company.  Since 
it  has  no  marketable  securit\',  it  must 
use  debt  or  retained  earnings  to  fi- 
nance a  pnrcha.se.  On  top  of  this,  the 
capital  gains  on  a  cash  transaction  are 
normally  taxable,  while  the  capital- 
gains  tax  on  a  stock  tran  .action  is 
usually  deferred. 

This  is  one  reason  why  Spcrry  & 
Hutchinson  went  public.  When  its 
trading  stamp  business  started  to  le\el 
off  in  the  earh  Sixties,  Chairman  Wil- 
liam Sperry  Ik'inecke,  54,  grandson  ol 
one  of  the  company's  loundeis,  decided 

-PRIVATE:  KEEP  OUT— 


to  diversify.  But  he  had  no  shares  to 
exchange.  So  in  1966  S&H  went  pub- 
lic, and  eight  months  later  Beinecke 
made  the  first  major  acquisition  in 
the  company's  71-year  history.  Since 
then  he  has  made  two  more. 

To  offset  the  shortage  of  capital, 
many  big  privately  owned  companies 
pay  .skimpy  dividends  to  their  stock- 
holders— though  the  Internal  Revenue 
Service  will  object  if  all  profits  are 
simply  added  to  retained  earnings. 
This  works  fine — as  long  as  there  are 
only  a  few  stockholders.  Assuming 
the  company  is  highly  profitable,  it  is 
better  to  build  equity  than  to  draw 
fat  dividends,  which  are  taxed  at 
high  personal-income  rates.  But  as 
a  company  ages,  a  stingy  dividend 
policy  is  likely  to  become  less  accept- 
al)le.  "As  the  family  becomes  larger 
and  spreads  across  the  country,  it 
becomes  less  personally  involved  and 
the  company  becomes  more  like  just 
another    investment,"    says    C;hairman 


■^ 


One  luxury  of  privacy  is  secrecy.  Only  private  companies  that  have  more  than  500 
shareholders  and  assets  of  more  than  $1  million  are  required  to  disclose  their  financial 
figures.  Thus,  the  list  of  privately  owned  companies  below  is  necessarily  incomplete  and 
the  sales  figures  are  estimates.  It  also  excludes  co-ops,  investment  trusts,  financial  insti- 
tutions and  closely  held  companies  traded  over  the  counter.  Nevertheless,  the  list 
clearly  shows  that  while  private  ownership    may  be  dying  out,   it  is  still   far  from  dead. 


Sales 

Sales 

Company 

Business 

(millions) 

Company 

Business                                        ^millions) 

Cargill,  Inc. 

grain,  chemicals,  feed 

$2,000 

Adolph  Coors  Co. 

beer  &  porcelain 

212 

Bcchtel  Corp. 

engineering  &  construction 

1,500' 

Simpson  Timber  Co. 

lumber  products 

206 

Continental  Grain  Co. 

grain  merchants 

1,500 

Glaser  Bros. 

tobacco  distributors 

200 

Deering  Milliken,  Inc. 

textile  fibers 

600 

Hallmark  Cards,  Inc. 

greeting  cards 

200 

Turner  Construction  Co. 

construction 

580* 

John  Wanamaker,  Inc. 

department  stores 

200 

Louis  Dreytus  Corp. 

grain  merchants 

500 

Levi  Strauss  &  Co. 

apparel  manufacturer 

200 

Hearst  Corp. 

newspaper  &  magazine 

Triangle  Publications,  Inc. 

magazine  &  newspaper 

publishing 

500 

publishing 

200 

Hughes  Aircraft  Co. 

aerospace  products 

*500 

Scurlock  Oil  Co. 

oil  production  &  marketing 

186 

Hughes  Tool  Co. 

drilling  &  construction  tools 

500 

Encyclopaedia  Britannica,  Inc 

encyclopaedia  publishing 

185 

Tribune  Co. 

newspaper  publishing 

475 

Allen-Bradley  Co. 

electric  components 

175 

Gates  Rubber  Co. 

tires  &  rubber  goods 

450 

Great  Lakes  Carbon  Corp. 

nonmetallic  minerals 

175 

Mars,  Inc. 

candy  &  confectionary  products  375 

Wilbur-Ellis  Co. 

Importer  &  exporter 

175 

Pubiix  Supermarkets,  Inc. 

supermarkets 

357 

Gilbane  Building  Co. 

general  contractors 

170' 

CarlA.  Morse,  Inc. 

general  contractors 

325* 

Washington  Post  Co. 

magazine  &  newspaper 

Dubuque  Packing  Co. 

meat  packing 

300 

publishing 

150 

Reader's  Digest  Assn.,  Inc. 

magazine  &  book  publishing 

300 

Hills  Bros.  Coffee,  Inc. 

coffee  products 

150 

J.  A.  Jones  Construction  Co. 

engineering  &  construction 

295* 

Ball  Bros.  Co. 

glass  containers,  metal  & 
plastic  goods 

130 

Field  Enterprises,  Inc. 

newspaper  publishing 

280 

P.  Ballantlne  &  Sons 

beer  &  ale 

125 

Koch  Industries,  Inc. 

oil  &  gas  production 

270 

Greenwood  Mills 

textile  production 

120 

Guy  F.  Atkinson  Co. 

general  contractors 

260* 

California  &  Hawaiian 

Holmes  &  Narver,  Inc. 

engineering  &  construction 

115' 

Sugar  Co. 

sugar  refining 

250 

Barber-Colman  Co. 

industrial  machinery, 

Garnac  Grain  Co. 

grain  exporters 

250 

tools  &  controls 

100 

S.  C.  Johnson  &  Son,  Inc. 

wax  &  chemical  products 

250 

E.  &  J.  Gallo  Winery 

wine 

100 

Peter  Klewit  Sons'  Co. 

general  contractors 

250* 

Jervis  B.  Webb  Co. 

material  handling 

100 

C.  Tennant  Sons  &  Co. 

metals  &  machinery  production   250 

Kohler  Co. 

plumbing  fixtures,  industrial 

L  W.  Scrlpps  Co. 

newspaper  publishing 

250 

engines  &  generators 

100 

C.  F.  Braun  &  Co. 

engineering  &  construction 

240* 

Parents'  Magazine  Ent.,  Inc. 

magazine  &  book  publishing 

100 

"Engineering  News  Records.  1968  contract  awards. 
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"We  were  talking  about  commodities 
and  the  name  Hentz  came  upV 


H.  Hentz  &  Co.  •  72  Wall  St.  •  Founded  1856  •  Members  New  York  Stock  Exchange  •  Offices  in  Principal  Cities 


AMP 


INCORPORATED 


1st  Quarter  1969 
Sets  New  Highs: 

Sales  up  over  20%  to  $49  million 

Net  Income       up  over  40%  to  $5.4  million 
Earnings/Share  up  over  40%  to  440 


growth  thru 

new  products: 


For  a  copy  of  the  1968  Anrujal 
Report  and  the  latest  1969  Interim 
Report,  write  to: 

AMP  Incorporated 

P.O.  Box  3608F 
Harrisburg,  Penna.  17105 
Att'n:  Treasury  Dept. 


Year  Ended  Dec.  31 

1968 

1967 

1962 

1957 

1952 

Sales  (Millions) 

$167.2 

$146.5 

$73.2 

$36.1 

$11.5 

Net  Income  (Millions) 

16.2 

13.7 

7.8 

3.4 

.3 

Earnings/Share 

diversification: 


$  1.33     $  1.12        640 


280 


30 


Products— Now  over  30,000  product  items — electrical  terminals,  con- 
nectors, interconnection  systems,  programming  systems  and  other  elec- 
trical-electronic components. 

Markets— Tens  of  thousands  of  customers — both  manufacturers  of  elec- 
trical/electronic equipment  and  maintenance  and  repair  users — in  various 
growing  markets  here  and  abroad. 

Worldwide  Facilities — Manufacturing  and  sales  subsidiaries  in  11  foreign 

countries. 


Edmund  Ball  of  Ball  Brothers. 

Ball  almost  did  go  public  in  1966, 
but  a  falling  stock  market  caused  him  ; 
to  reconsider.  Currently  the  company 
is  private,  but  it  has  well  over  100 
family   stockholders.    Says  Ball:    "We 
have    annual    stockholder    meetings. 
We  take  pro.xies.  Questions  are  asked. 
Some  are  embarrassing  and  some  are 
tjuite      penetrating.      As      ownership ' 
spreads  through  the  third  and  fourth 
generation,    it    becomes    increasingly, 
like  running  a  publicly  held  company.' 

In  Bradley   We  Trust 

Some  pri\'ate  companies  do  theiri 
best  to  prevent  control  from  spread-i 
ing.  For  example,  most  of  the  sharesi 
of  Allen-Bradley  are  in  trust.  The 
heirs  of  the  Bradley  family  get  the 
dividends  from  the  trusts,  but  the 
trustees,  mainly  executives  of  Allen- 
Bradley,  vote  the  shares.  Since  the 
term  of  the  trusts  is  30  years  beyond 
the  death  of  the  heirs,  Allen-Bradley 
should  remain  tightly  controlled  foil 
many  years  to  come. 

Reader's  Digest  faces  the  opposite 
problem.  DeW  itt  and  Lila  Wallace 
the  co-chairmen  of  the  company,  an 
both  in  their  70s,  own  90%  o 
Reader's  Digest  stock,  and  have  n« 
children. 

They  also  have  another  potential 
problem  which  has  forced  many  pr 
vately  owned  companies  to  go  publid 
estate  taxes.  A  company  worth  $1C 
million  could  generate  estate  ta.xes 
as  much  as  $70  million.  Where  is 
money  to  come  from?  This  is  probah 
why  Ex-Lax  is  selhng  out  to  Genei^ 
Cigar  and  why  brewers  such  as  Set 
fer,  Miller  and  Hamm  have  all  go 
public  or  sold  out  in  the  last  few  ye 

It  is  one  reason  why  the  Mill 
Brewing  Co.  sold  out  to  W.  R.  Grad 
in  1966.  Charles  Miller  (no  relatia 
to  the  founder),  the  president  i| 
Miller  Brewing,  thinks  that  being  p^ 
vate  hurt  the  company.  "We  were  le 
courageous  then  because  we  only 
two  stockholders  and  we  hated 
see  them  with  all  their  eggs  in  oil 
basket.  Now  we  are  part  of  Gra^ 
and  can  be  more  adventurous." 

For  all  these  problems,  few  of  t'| 
privately  owned   companies  seem 
be  in  any  hurry  to  go  pubhc.  Ev] 
the  younger  chief  executives,  such 
33-year-old  Charles  Koch  of  Koch  ll 
dustries  and  40-year-old  Donald  Hi 
of  Hallmark,  seem  unready  to  chan 
the  pattern  set  by  their  fathers.  "\\ 
are  pretty  well  resolved  that  it  is  ij 
the  best  course,"  says  Hall. 

Each  year,   however,   one  or  tl 
of  the  big  privately  held  compan 
drops  off  the  list.  "You  stay  privi 
as   long  as  you  can,"  says  Edmuj 
Ball.  ■ 
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Oklahoma's  'tailor  made  training' 

supplies  manpovN^er 
trained  to  your  exact  requirements. 


What  does  "tailor-made  training"  mean? 
Exactly  what  it  says:  Oklahoma  will  tailor  a 
training  program  to  provide  a  labor  force 
that  meets  the  exact  requirements  of  a  new 
industry.  We'll  train  the  workers  you  need  on 
machines  owned  by  the  state  and 
transportable  to  any  site  for  on-the-job 
training.  We'll  even  employ  your  technical 
personnel  as  instructors.  Oklahoma  has  21 
institutions  scattered  all  over  the  state 
offering  vocational-technical  education 


courses  to  more  than  10,000  students. 

And  after  our  people  are  trained,  they  work! 
The  annual  dollar  volume  of  output  per 
Oklahoma  worker  is  above  the  national 
average  -  $12,150.  Oklahoma  ranks  4th  best, 
nationwide,  in  the  lowest  percentage  of 
time  lost  due  to  strikes. 

Let  us  tailor  a  program  that's  the  best  for 
you.  Contact  Jay  0.  Casey,  Director, 
Industrial  Division,  for  more  information. 

adahoma! 
failor-made  to  your  needs. 
OKLAHOMA   INDUSTRIAL    DEVELOPMENT   AND    PARK    DEPARTMENT 
3000  Will  Rogers  Building  •  (405)521-2401   •  Oklahoma  City,  Oklahoma 
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If  your  pension  plan 
is  overage,  let 

Johnson  &  Higgins 

help  you  retire  it.  Profitably. 


Johnson  &  Higgins  can  show  you  how  tc 
replace  an  outdated  employee  benefil 
plan  with  a  new,  coordinated  program 
One  that  benefits  you  and  your  employ 
ees.  And  not  necessarily  at  higher  cost 

Many  progressive  companies  tha 
never  keep  outmoded  factory  or  office 
equipment  are  still  the  captives  of  obsci 
lete  pension  plans,  inefficient  group  lit! 
and  medical  plans,  and  ineffective  profii 
sharing  plans. 

Programs  like  these  are  not  just  una; 
tractively  out-of-step  with  contemporar 
trends  in  benefits.  They  bite  into  yoi' 
profits  with  duplications  in  coverage.  Thet 
cripple  your  administrative  staff  with  houi 
of  unnecessary  work.  They  strain  your  cas 
flow  needs  with  burdensome  fundii 
arrangements. 

At  Johnson  &  Higgins,  we  go  beyon 
our  brokerage  function  to  serve  as  co 
suitant  and  advisor  in  the  field  of  employe 
benefits.  Our  consultants  study  your  cor, 
pany  and  its  benefit  plans  in  depth.  V 
look  for  overlapping  coverage,  study  bene 
adequacy,  investigate  clai 
procedures  and  contro: 
analyze  funding  perfori 
ance.  Then  we  design  a  coordinated  pi 
gram  to  meet  your  needs  exactly.  One  the 
attractive  to  employees  and  easy  to  admi 
ister.  One  that  makes  it  convenient  aj 
profitable  for  you  to  protect  the  people  w' 
make  your  company's  profits. 

If  your  benefit  programs  aren't  ber 
fifing  you,  get  in  touch  with  Seth  S.  Faisc 
Vice  President,  Johnson  &  Higgins,  N( 
York.  Or  with  the  president  of  the  Johns 
&  Higgins  subsidiary  nearest  you.  Thd 
are  seventeen  locations  in  the  Unitf 
States,  five  in  Canada,  and  fifteen  m(| 
around  the  world. 

Johnson  &  Higgin| 

63  Wall  Street,  New  York,  N.Y.  10005 
Telephone:  (212)  944-3160 


The  Mutuals:  Publicly  Owned,  but  Not  Stockholder  Owned 

All  life  insurance  companies  have  a  problem:  their  shrinking  share  of  the  American  savings 
dollar.  But  mutuals  have  a  special  problem:  how  to  expand  into  other  financial  services. 


fHE  Forbes  500  list  of  U.S.  corpo- 
ations  is  limited  only  to  stockholder 
xjmpanies.  If  it  were  not,  two  com- 
janies  not  on  the  lists  would  occupy 
^o.  Two  and  No.  Three  positions  in 
issets — Prudential  Insurance  Com- 
jany  of  America  (S26.6  billion)  and 
vietropohtan  Life  ($2.5.8  billion). 

The  two  giants  of  the  life  insurance 
ield  are  mutual  companies.  They  have 
10  stockholders.  They  are  owned  in 
heory  by  their  policyholders.  But  only 
n  theory  because,  in  effect,  they  are 
elf -owned  enterprises  with  self-per- 
jetuating  management. 

The  Big  Two  of  mutuals  have  been 
ocked  in  a  race  tor  years,  which  the 
klet  became  most  aware  of  in  1966, 
vhen  the  Prudential,  through  better 
rields  on  its  assets,  unseated  the  Met 
n  assets,  i'rudential  is  still  aliead — last 
'ear  it  achieved  5.21?^  compared  with 
he  Met's  5.05%  (a  .'ji40-million  dif- 
erence  to  Prudential).  Metropolitan 
Chairman  Gilbert  Fitzhugh  denies 
here  is  such  a  race,  but  quickly  points 
lut  that  the  Met  is  No.  One  in  in- 
urance  in  force. 

The  lack  of  stockholders  in  mutual 
nsurance  companies  has  resulted  in 
gap  in  the  standard  measurements 
if  managerial  efficiency.  Says  Donald 
i.  Mac.Naughton,  Prudential's  newly 
ustailed  president:  "On  the  questions 
f  solvency,  there  are  more  than 
nough  measures.  But  on  the  question 
f  whether  a  companv  is  imaginative, 
don't  know  what  standards  you 
/Quid  use." 

Less  ttian  10%  of  the  1,700  U.S.  life 
isurance  companies  are  mutuals,  yet 
bey  accounted  last  year  for  69;^  of 
187  billion  in  lite  insurance  assets 
nd  53%  of  the  $1.3  trillion  of  liie 
isurance  in  force.  The  old  English 
ompanies  were  mutuals,  and  the  tra- 
ition  was  moved  to  the  U.S.  Later, 
ompanies  like  Prudential,  originally 
toct  companies,  adopted  the  form 
J  protect  their  management  from 
peculators  and  raiders  seeking  assets. 
Today,  both  the  mutual  and  the 
tock  life  c-ompanies  share  a  com- 
lon  problem:  shrinking  share  of  mar- 
et.  The  place  where  Americans  have 
een  putting  their-  savings  dollars  has 
een  changing  drastically  over  the 
ears.  In  1947  hfe  insurance  com- 
anies  absorbed  over  one-half  of  all 
he  dollars  Americans  saved.  At  last 
jount,  it  was  only  21%.  About  this 
ihange.  Prudential's  MacNaughton 
lys,  "There's  much  more  competition 
3r   the    savings    dollar    from    banks. 


mutual  funds  and  savings  &  loan  asso- 
ciations. They  are  even  getting  into 
the  life  insurance  business,  and  we 
are  attracting  a  dwindling  share." 

A  Problem  &  A  Challenge 

The  smaller  share  of  the  savings 
dollar  has  not  prevented  most  of  the 
mutuals  from  reporting  higher  assets 
each  year  and  more  life  insurance  in 
force.  Strangely,  inflation  is  respon- 
sible both  for  the  continued  growth 
and  for  the  industry's  declining  share 
of  market.  Inflation  has  caused  more 
people  to  look  elsewhere  than  life  in- 
surance. But  it  has  also  resulted  in 
the  need  for  more  coverage  by  the 
current  policyholders. 

Thus  inflation  is  at  once  a  problem 
and  an  opportunity.  Most  insurance 
companies  have  resolved  the  situation 
by  oHering  an  equity  product  to  their 
policyholders  and  by  holding  more 
common  stock  in  their  portfolios. 

New  England  Mutual  Life  was  the 
first  mutual  company  to  make  a  major 
external  move.  Last  year  it  purchased 
75%  of  Loomis,  Sayles  &  Co.,  the  in- 
vestment adviser  to  mutual  funds  with 
$250  million  in  assets.  Prudential  In- 
surance, the  next  most  aggressive  mu- 
tual, now  has  the  Gibraltar  Fund  in 
registration  with  the  Securities  &  Ex- 
change Commission. 

But  the  mutuals  have  been  much 
slower  than  the  stock  life  companies, 
which  last  year  underwent  a  wave  of 
corporate  metamorphoses  into  holding 


companies.  The  basic  form  of  the 
mutual  has  been  a  drag  here.  A  hold- 
ing company  cannot  own  a  mutual, 
the  policyholders  do.  So  the  holding- 
company  route  has  been  denied  to 
mutuals.  A  mutual  can  own  a  stock 
company,  but  faces  the  stumbling 
block  of  restrictive  insurance  laws  in 
the  50  states,  which  only  slowly  have 
begun  to  change  (as  in  Massachu- 
setts, which  permitted  New  England 
Life  to  acquire  Loomis,  Sayles). 

About  moving  into  flexible  equities 
and  equity-backed  policies,  Mac- 
Naughton says,  "The  mutual  life  in- 
surance company  should  be  able  to 
diversify  widely,  even  to  the  extent  of 
owning  a  holding  company."  Metro- 
politan's Fitzhugh  has  adopted  a  wait- 
and-see  attitude  toward  mutual  funds, 
almost  mirroring  a  similarly  lethargic 
decision  by  the  Metropolitan  not  to 
invest  in  common  stocks  until  1964, 
13  years  after  New  York  State  law 
had  allowed  it. 

Are  the  big  mutual  life  companies 
in  trouble?  In  a  way,  yes.  They  are 
tangled  in  regulations,  and  they  have 
only  begun  to  come  to  grips  with 
the  problem — now  25  years  old — that 
inflation  presents  to  them.  Are  they 
in  fatal  trouble?  Probably  not.  It  is 
hard  to  cry  doom  for  an  industry, 
where  {see  table  below)  the  20  top 
companies  command  combined  assets 
of  $117  billion,  perhaps  the  biggest 
single  pool  of  capital  in  the  entire 
economy.  ■ 


Rank 

Mutual  Life  Insurance  Companies 

1968                  Increase 
Total  Assets               From 
Company                                                 (000)                    1967 

^1968  Life  Insurance-^ 
In  iorce 

Total 
Rank                      (000) 

1 
2 
3 
4 
5 

Prudential 
Metropolitan  Life 
Equitable  Society 
New  York  Ufe 
John  Hancock  Mutual 

$26,607,828 

25,840,126 

13,591,419 

10,026,097 

9,317,612 

6% 

5 

4 

5 

5 

2 
1 
3 
5 
4 

$137,505,026 

147,542,401 

65,153,392 

42,568,477 

52,897,006 

6 
7 
8 
9 
10 

Northwestern  Mutual  Life 
Massachusetts  Mutual  Life 
Mutual  of  New  York 
New  England  Mutual  Life 
Connecticut  Mutual  Life 

5,719,912 
3,934,496 
3,542,386 
3,308,645 
2,523,450 

4 
7 
3 
5 
7 

6 
7 
8 
9 
10 

16,777,577 
16,610,927 
13,845,350 
12,938,210 
8,983,298 

11 
12 
13 
14 
15 

Penn  Mutual  Life 
Bankers  Ufe  Company 
Western  &  Southern  Ufe 
State  Mutual  Ufe 
National  Ufe,  Vt. 

2,337,010 
1,811,552 
1,685,259 
1,179,135 
1,312,830 

6 
7 
5 
8 
5 

13 
12 
11 
15 

19 

8,175,140 
8,345,146 
8,662,751 
6,029,563 
4,829,881 

16 
17 
18 
19 
20 

Phoenix  Mutual  Life 
Provident  Mutual  Ufe 
Pacific  Mutual  Ufe 
Home  Life,  N.Y. 
Minnesota  Mutual  Ufe 

1,296,441 

1,099,683 

847,446 

715,277 

546,088 

5 
3 
5 
7 
9 

16 
20 
18 
17 
14 

5,535,452 
4,738,137 
4,819,801 
4,887,469 
8,174,086 

\ 
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Ready  and  Willing 


Big  U.S.  Gypsum,  says  its  boss,  is  doing  a  tot  more  ttian  just  sitting  on  its  fiands. 
If  its  traditional  building  market,  which  it  still  dominates,  ever  comes  to  life 


"You  call  us  sluggish,"  muses  Graham 
J.  Morgan,  the  51-year-old  president  of 
U.S.  Gypsum  Corp.,  Chicago's  build- 
ing materials  giant.  "I  suppose  that's 
a  reasonable  accusation — in  the  past." 
He  quickly  adds:  "I  do  think  that  the 
label  no  longer  applies." 

The  term  "sluggish"  could  well  ha\e 
been  applied  to  USG's  earnings;  they 
were  lower  last  year  (!S3.90  a  share) 
than  five  years  ago  ($5.26)  or  even 
ten  years  ago  ($5.05).  To  its  operat- 
ing profit  margin  (down  to  14.5%  from 
27.95t  five  years  ago).  Or  to  its  stock 
price  (80  vs.  97  in  the  early  Sixties). 
USG's  return  on  equity,  once  among 
the  highest  in  U.S.  industry,  last 
year  was  barely  9%,  and  well  below 
the  average  for  all  of  U.S.  industry. 
The  company  ranked  387th  in  Profit- 
ability among  the  500  companies 
ranked  in  the  Forbes  21st  Annual 
Report  on  American  Industry  (Jan.  1). 

use  is  sometimes  called  "Big  Gyp- 
sum," ju.st  as  U.S.  Steel  was  long 
called  "Big  Steel."  But  unlike  U.S. 
Steel,  whose  market  dominance  has 
vanished,  USG  still  holds  a  full  50% 
of  the  market  for  wallboard  and  other 
gypsum  products  in  the  U.S.  It  has 
been  a  growing  market,  too:  As  an  in- 
dustry, gypsum  products  have  grown 
nearly  60%  in  the  last  decade. 

Why,  then,  the  lusterless  record? 
Partly  because  of  prices  that  have 
risen  only  6.2%  in  the  last  decade 
while  costs  and  other  prices  have 
skyrocketed.  To  hold  its  market  dom- 
inance against  rough  competition 
from  archrival  National  Gypsum  and 
against  newer  competition  from 
Johns-Manville,  Flintkote  and  Georgia- 
Pacific,  U.S.  Gypsum  has  done  little 
to  check  declining  prices,  apparently 
on  the  theory  that  to  do  so  would 
simply  help  provide  an  umbreUa  for 
its  smaller  competitors. 

Morgan  firmly  insists  that  the  term 
"sluggish"  will  no  longer  apply.  For 
one  thing,  he  is  confident  that  a  real 
housing  boom  will  have  to  come.  "If 
people  need  a  place  to  live,  they  need 
a  place  to  live,"  he  says.  "If  it's  going 
to  cost  two  or  three  percentage  points 
more  on  a  mortgage,  they'U  pay  it." 
If  and  when  the  boom  comes  in  hous- 
ing starts,  USG  will  be  in  a  solid 
position  to  profit  from  it  Over  the 
past  ten  years  it  has  spent  $275  mil- 
lion for  new  plant  and  equipment. 

Nor  is  USG  solely  dependent  on 
gypsum  products  as  it  was  for  most 
of  its  67-year  history.  Today,  some 
45%  of  its  $420  million  in  sales  comes 
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from  nongypsum  products,  chiefly  re- 
fractory bricks,  through  an  acquisition, 
A.P.  Green.  Morgan  emphasizes,  how- 
ever, that  G\psum  is  interested  only 
in  related  acquisitions.  "We  chose  re- 
fractory bricks  for  a  number  of  rea- 
sons. One  is  raw  materials.  They  ai'e 
similar  to  those  in  gypsum  products 
and  we  know  what  we're  doing  here. 
The  same  with  marketing;  our  or- 
ganization could  augment  Green's." 

Also,  USG  is  expanding  abroad, 
where  the  demand  for  low-cost  hous- 
ing is  vast  and  where  gypsum  prod- 
ucts are  much  less  widely  used. 
"We  are  just  completing  an  acoustical 
products  plant  in  Belgium  to  supply 
the  European  market,"  says  Morgan. 


Chemist  to  Executive.  Presi- 
dent Graham  J.  Morgan  join- 
ed U.S.  Gypsurr)  in  1939  with 
a  chemistry  degree,  but  came 
up  through  sales  and  was 
soon  shaped  in  the  company's 
conservative  mold.  Thus  he 
can  speak  of  "ambitious  plans 
for  the  future,"  but  quickly 
add,  "Just  becouse  we  have 
the  money  we  don't  in- 
tend   to    spend    it    foolishly." 


"We  are  building  an  acoustical  prod 
ucts  plant  in  Mexico  and  a  gypsuir 
board  facility  in  Mexico.  In  Canadaj 
.where  we  are  the  largest  factor  ii[ 
caipet  underlayment,  we  are  install 
ing  facilities  to  make  indoor-outdoo 
carpeting  and  a  foam  or  synthetic  rub 
ber  type  of  carpet  underlayment 

Big  Gypsum's  interests  abroad  ar 
far  wider  than  building  material 
however.  "We  have  an  excellent  geo 
logical  and  exploration  division,"  Moi 
gan  says.  "In  the  past  their  sights  wer 
directed  solely  to  finding  addition; 
gypsum  deposits  or  other  materia! 
that  we  produced.  Now  we  have  take 
the  blinders  off  completely:  They  ai 
seeking  mineral  opportunities  of  an 
type  that  appear  to  offer  significai 
potential.  We  believe  we  can  take 
ton  of  something  out  of  the  groun 
as  cheaply  as  anybody  can.  This  w 
probably  be  a  global  search  for  ne 
mineral  opportunities." 

Meanwfhile,  Back  itt  the  U.S.  .  . 

Starting  in  New  York's  Harlem  fi' 
years  ago,  USG  has  also  becon 
involved  in  the  slum  renovation  pr 
gram  that  has  spread  to  Clevelan 
Detroit  and  Chicago.  The  compai 
buys  the  building,  guts  it,  then  coi 
pletely  renovates  it.  Besides  the 
vious  social  benefits,  the  program  pi 
vides  a  ready  market  for  Big  Gypsv 
products.  "This  is  a  massive  marl 
in  which  little  or  nothing  has  be 
done,"  says  Morgan.  "We  felt  ^ 
could  act  as  a  catalyst  and  stimul 
others  to  undertake  similar  project.-. 

Besides  its  considerable  unused 
pacity,  USG  has  yet  another  as 
that  would  enable  it  to  cash  in  on  ; 
renewed  housing  boom.  As  agai 
$418  million  in  equity  capital,  it  li. 
long-tei-m  debt  of  only  $22  milli 
leaving  several  hundred  million^ 
untapped  borrowing  power.  Thu- 
further  expansion  were  needed,  I 
would  have  no  trouble  financing  it 

Isn't  there  a  danger  that  some  t^ 
over  artist  might  mo^•e  in  on  this 
old  company  before  it  has  a  chii 
to  reap  the  rewards  of  its  own    • 
tience?  Asked  the  question,  Finan  ' 
Vice    President    Charles    D\kes 
Morgan    chuckle.    "I    think    an\ 
would  ha\e  difficulty,"  says  Mor 
"Considerable    stock    is    in    friei 
hands" — though  he  won't  say  wl 
If  the  hoped-for  building  boom 
materializes,  the  chances  are  exce 
that    the    present    management     " 
have  every  opportunity  to  prove  ^t 
U.S.  Gypsum  is  sluggish  no  longi  • 
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How  many  barrels  in  this  picture? 
Would  you  believe  hundreds  of  millions? 

Barrels  of  oil,  we  mean.  Under  that  empty  landscape  lies  an 
unseen  oil  reservoir  — one  of  the  many  banks  that  hold 
Marathon's  oil  reserves,  giving  us  a  steady  supply  for  tomor- 
row's markets.  D  Looking  ahead,  we're  opening  new  reserve 
banks.  We've  found  big  new  oil  fields  in  offshore  areas  of 
Alaska  and  Louisiana.  We're  continually  exploring  worldwide 
for  more.  D  Meanwhile,  we've  significantly  stepped  up  the  vol- 
ume of  our  crude  oil  production  and  refining  and  our  sales  of 
refined  products.  And  over  the  past  five  years  Marathon's 
earnings  have  increased  at  a  compound  annual 
rate  of  11.2%.  D  When  it  comes  to  insuring 
future  growth,  our  underground  barrels  are 
money  in  the  bank. 


EXPLORING  D  PRODUCING  O  TRANSPORTING  Z.  REFINING  U  MARKETING  C  RESEARCHING  D  AND  GROWING. 

MARATHOIM  OIL  COMPAIMY 

FINDLAY   OHIO 
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Beer  Ain't  Soap  / 


Rheingold's  quick  recovery  from  red 
ink  last  year  probably  will  never  be 
a  case  history  at  Harvard  Business 
School.  For  one  thing,  today's  students 
aren't  likely  to  believe  that  a  company 
could  have  made  so  many  mistakes  so 
fast.  But  it  happened,  and  the  results 
are  a  warning  to  any  companx'  that 
thinks  it  can  ignore  the  basic  charac- 
teristics of  the  product  it  sells. 

Rheingold  is  basicalh  a  holding 
compan\-  whose  subsidiaries  produce 
beer  (Rheingold,  in  12  eastern  states) 
and  bottle  soft  drinks  (Pepsi-Cola, 
in  Puerto  Rico,  Mexico  and  Los  An- 
geles). But  the  pre\ious  management 
tried  to  run  it  like  an  operating  com- 
pan\'  and  sell  beer  as  though  it  were 
soap.  The  upshot  was  a  $211,000  loss 
on  $187  million  in  sales  in  1967.  Un- 
der new  management — and  old  meth- 
ods— Rheingold  earned  $4.4  million 
on  sales  of  S190  million  in  1968.  This 
year,  says  President  John  E.  Haigney, 
the  merger-and-acquisition  lawyer  who 
became  chief  executive  in  late  1967, 
should  be  even  better.  Already,  first- 
quarter  earnings  are  up  60%. 

Haigney,  a  soft-spoken  baldish  man 
of  57,  had  been  outside  counsel  to 
the  holding  company  since  1957.  As 
he  sees  it,  the  trouble  began  in  1964, 
soon  after  the  company,  then  known 
as  PUB  United  Corp.,  bought  the 
makers  of  Rheingold  beer.  PUB's 
management  changed  the  company's 
name  to  Rheingold  Corp.,  moved  cor- 
porate headquarters  to  the  Brooklyn 
brewery  and  began  to  run  the  opera- 
tion. The  chairman,  Bernard  Relin, 
was  chief  executive  of  the  brewery  as 
well  as  of  the  Los  Angeles  bottler. 

Relin,  who  over  ten  years  had  built 
the  soft-drink  empire,  had  big  ideas 
for  the  beer  operation:  He  acquired  a 
second  brand  of  beer  (Ruppert  Knick- 
erbocker), began  discounting  prices 
to  increase  sales  of  Rheingold  (al- 
ready No.  One  in  New  York  City 
and  12th  in  the  industry)  and  brought 
out  Gablinger's,  a  reduced-calorie 
noncarbohydrate  beer.  To  implement 
these  big  ideas,  Relin  set  up  a  whole 
new  marketing  department  along  the 
lines  of  Procter  &  Gamble.  He  even 
brought  in  a  former  P&G  man  to  head 
it  and  staffed  it  with  other  men  who 
were  also  highly  experienced  in  con- 
sumer packaged  goods  such  as  cat- 
sup and  headache  pills,  but  not  beer. 

Discount  pricing  is  great  for  promot- 
ing soap.  For  beer,  it  leads  to  chaos. 
Rheingold  cut  the  price  for  a  while, 
then  raised  it,  then  cut  it  again.  The 
result  was  that  retailers  oxerbought, 
wholesalers  overbought,  and  the  brew- 
ery   overproduced.    Unsold    cut-price 
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Rheingold  tried  to  sell  beer  like  soap.  The  result  was  disaster. 
Now,  using  old-fashioned  methods,  Rheingold  is  profitable  again. 


beer  was  stored  in  cellars,  warehouses 
and  even  on  the  brewery's  own  load- 
ing docks.  And  while  it  sat  around, 
it  spoiled.  For  Relin  had  overlooked 
a  basic  fact:  Beer,  unlike  soap,  is  a 
perishable  product.  Meanwhile,  the 
addition  of  Ruppert,  brewed  in  the 
same  brewerx'  as  Rheingold,  caused  a 
"nightmare  of  production  and  distri- ' 
bution  problems, "  recalls  Haigney. 

A  New  Beer 

Added  to  all  this  was  the  introduc- 
tion of  an  entirely  new  kind  of  beer, 
Gablinger's,  which  had  no  carbo- 
h\drates  and  only  99  instead  of  150 
calories  per  12-ounce  bottle.  In  1967 
the  company  faced  a  major  decision: 
Chicago's  Meister  Brau  was  ready  to 
introduce  a  competitive  product,  Lite, 
and  Rheingold  could  either  continue 
testing  Gablinger's  or  else  launch  it 
with  a  full-scale  marketing  drive. 

Relin  and  his  marketing  people 
chose  the  latter  course.  Indeed,  they 
pushed  Gablinger's  into  the  market- 
place as  if  it  were  going  to  replace 
regular  beer.  This,  again,  was  the 
soap  technique:  Soap  companies  are 
constantly  replacing  one  product  with 
another  labeled  "NEW."  About  §6 
million  in  advertising  and  promotion 
was  spent  on  Gablinger's  as  though  it 
were  a  new  cleanser,  but  when  all  the 
dust  had  settled,  only  about  $9  mil- 
lion worth  of  the  beer  had  been  sold. 
The  Gablinger's  intioduction  was 
mainly  responsible  for  1967's  losses. 

In  a  bitter  dispute,  Relin  gave  up 
the  presidency  to  Haigney  (a  partner 
in  Ide  &  Haigney).  The  bitterness  re- 
mains, for  Relin  insists  the  price  dis- 
counting was  forced  upon  him  b>' 
archrival  F.&M.  Schaefer  Brewing 
Co.  He  also  points  out  that,  although 

Haigney  of  Rheingold 


Gablinger's  lost  mone\'  the  first  year, 
it's  profitable  now. 

One  of  Haigne\''s  first  moves  was 
to  reconstitute  Rheingold  as  a  holding 
jcompany  (he  prefers  the  term  "man- 
agement company").  Haigney  set  up 
corporate  headquarters  in  Manhattan, 
on  the  same  floor  as  his  law  offices.  Tc 
run  the  brewery,  he  hired  Theodore 
Rosenak,  a  no-nonsense  Milwaukef 
beer  man  who  had  just  retired  a; 
executive  vice  president  of  Pabst. 

Relin  says  that  Haigne\'  is  only  fol 
lowing  Relin's  plans.  "I  had  alread\i 
leased  offices  back  in  Manhattaij 
when  1  was  pushed  out, "  he  sa\sl 
"And  it  was  I,  not  Haigney,  who  re| 
cruited  Rosenak."  Indeed,  at  lasl 
month's  annual  meeting,  Relin  (a  hi  I 
stockholder)  angrily  claimed  credl 
for  the  turnaround  and  berated  HaiJ 
ney  for  continuing  his  law  practic<l 
The  board  was  unmoved.  Relin  mad| 
his  moves  too  late.  That  Rosenak- 
Relin's  own  choice — so  rexamped  til 
brewery  only  points  up  Relin's  errorl 

Rosenak  began  coordinating  til 
different  departments  of  the  breweril 
and  clamped  down  hard  wuth  stril 
quality  controls.  "Rheingold  had  vef 
capable  management,"  Rosenak  sayl 
"but  they  were  not  acquainted  wil 
beer.  To  the  uninitiated  person,  bre'f 
ing  seems  to  be  a  ver\  simple  businel 
like  soft  drinks  or  catsup  or  soap,  bl 
our  experience  proved  this  is  not  truT 

Rosenak  is  a  traditionalist:  He  d(l 
not  believe  in  price-cutting,  heavy  si 
vertising  or  innovations.  "Innovaticl 
in  the  beer  business  have  a  record 
failing  to  produce  profits,"  he  sal 
"As  for  Gablinger's,  it  is  a  special 
beer  with  a  limited  market  and[ 
being  sold  on  that  basis  at  a  piofj 

Haigne>    belies  es  Rheingold  ha[ 
bright  future  in  both  soft  drinks  :l 
beer.     He    hopes    to    acquire    ml 
bottling  franchises,  expand  into  rl 
cola  fla\'ors  and  even   create  proj 
etary  drinks  that  would  be  f ranch  [ 
to  others.  In  beer,  both  he  and  R| 
nak    believe    that — contrarv-    to 
general    assumption — regional    bil 
eries  do  ha\e  a  future.  Even  so,  1 1 
plan   to   steadily   expand    Rheing(| 
distribution,  partly  b\'  acquisition, 
one  day  make  it  a  national  brani 

Rosenak  has  already  made  his  p  | 
Beer  isn't  soap.  It's  not  a  product 
can  be  sold  simply  because  it's  ! 
And  beer  can't  be  oversold,  bee  I 
it's   perishable.    Granted,    RheingI 
quick,  reco\er\'  from  red  ink  prot  I 
never  will  be  a  case  history  at  Hai  I 
Business  School.  But  it  should  b 
demonstrates   that  not   all  comp| 
can  be  run  in  the  same  way.  ■ 
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Women  in  the 

21  St  century 

won't  wear  a  stitch. 


Clothing  isn't  going  out  of  style.  But  revo- 
lutionary changes  are  coming,  including 
stitchless  clothing.  Seams  won't  be, 
sewn.  They  will  be  bonded  with  adhe- 
sives  or  "liquid  thread." 

Many  more  changes  are  shaping 
up  now  at  Union  Carbide's  textile 
research  center  including  fabrics.^ 
natural  and  manmade,  to  keep 
you  warm  or  cool  as  temperatures 
'  change.  Others  will  be  made  so  they  ^ 
will  never  get  wet  or  dirty. 

Union   Carbide  supplies  more 
than  200  chemicals  which  the 
textile  industry  uses  from  fi- 
ber to  finished  fabric.  They 
have  made  possible  many 
innovations,suchaswash 
and-wear   and   wrinkle- 
proof  clothing. 

But  what  we  look  for- 
ward to  now  is  see- 
ing you  someday 
without  a  stitch  on. 


ip 


;  '..-y-Nf'-,  J 


UNION 
CARBIDE 
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pank  of  America 
as  a  man-on-the-spot 
n  Rome. 

You'll  find  him  at  Banca  d'America  c  d'ltalia.  The  trade  regulations.  The  local  businessmen, 

's  our  affiliate  — and  one  of  the  largest  bankers  and  government  officials.  Knows 

rivately  owned  banks  in  Italy.  With  more  than  everything  there  is  to  know  about  handling 

5  offices  all  over  the  country.  So  our  man-on-  your  banking  transactions  in  Italy.  Quickly, 

le-spot  reall\'  knows  the  economic  conditions.  Efficiently.  And  profitably. 

Rochester  is  his 
territory,  too. 

In  Rochester,  he  can  put  your  unused  profit-sharing  plan.  Or  arrange  for  more  loans 

ipital  out  for  interest.  And  because  we're  for  more  money  in  less  time.  He  can  do  all  this- 

le  of  the  nation's  largest  trading  operations  and  more  — because  Bank  of  America  is  the 

1  all  types  of  money-market  instruments,  world's  largest  bank.  Why  not  get  in  touch  with 

2  can  make  sure  your  funds  are  earning  the  us  and  see  what  our  man-on-the-spot  can  do 
2st  return  possible.  He  can  do  lots  of  other  for  you?  In  Rochester.  Or  Rome. 

lings,  too.  Like  manage  a  pension  or  Or  anywhere  in  between. 


NK  OF  AMERICA  — SAN  FRANCISCO,  LOS  ANGELES,  NEW  YORK:  Over  1000  branches  in  California  and  arounj  the  world  including:  Amsterdam 
twerp  •  Asuncion  •  Athens  •  Bangkok  •  Beirut  •  Birmingham  •  Bogota  •  Bombay  •  Brussels  •  Buenos  Aires  •  Calcutta  •  Concepcion  •  Curacao 
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nca   d'America    e    d'ltalia:    over    85    offices    throughout    Italy.    ©1959    Bank  of  America  National  Trust   and  Savings   Association     •     Member   F.  D.  I.  C. 


One  day  we  shoot  the 
moon. 

The  next  day  ^e  coun 
the  country.  ^ 


We're  synergistic.  Our  Sperry 
neers  make  a  tiny  electronic  ampi 
no  larger  than  a  pin  head  thot  m 
possible  live  television  pictures  frorj 
surface  of  the  moon. 

Our  UNIVAC 1 108 computing^! 
gives  a  second  by  second  report  o'[ 
ulation  here  on  earth  by  counting  tj 
for  the  U.S.  Census  Bureau. 

We  do  a  lot  of  things  at  Sj 
Rand.  And  we  do  each  one  bettt 
cause  we  do  all  the  rest. 


RANI 
Wait  till  you  see 
what  we  do  tomorrol 


•w  Holland  •  Remington  •  Remington  Rand  •  Sperry  •  Univoc 


The  Day  after  the  Wedding  Night 

Foremost  Dairies  and  McKesson  &  Robbins  have  discovered  that  get- 
ting merged  is  one  thing,  making  the  merger  work  quite  another. 


UDiNGS  are  one  thing,  successful 
riages  quite  another.  So  it  is  with 
gers.  Making  them  is  eas>%  glam- 
is  and  exciting.  Making  them  ivork 
■s  time,  patience  and  above  all  a 
nership  that  makes  sense  in  the 

place. 

hat  famed  corporate  marriage 
iselor,  Boston  NIone\man  Paul 
Cabot,  recently  put  it  this  way 
RBES,  Feb.  15): 

[  know  of  few  mergers  that  didn't 
te  a  mess,  and  I've  been  through 
e  big  ones." 

udolph  j.  Drews,  a  ruddy-faced, 
;e-thatched  man  of  50,  can  testifx 
:he  truth  of  this.  In  mid-1967, 
\vs.  after  a  two-year  fight,  swung 
of  the  biggest  recent  mergers  b\ 
int:  his  own  Foremost  Dairies 
86  revenues;    S388  million)    with 

big  New  York-based  drug  and 
or   wholesaler    McKesson   &   Rob- 

(1966  revenues:  $9.50  million). 
e  that  merger,  Drews  hasn  t  had 
h  time  to  enjoy  the  breathtaking 
(•  of  San  Francisco  Bay  spread  out 
»re  his  oflBce  window. 

might  be  going  too  far  to  use 
ots  word  and  describe  today's 
?most-McKesson,  Inc.  as  a  "mess." 
per-share  earnings  did  go  up  in 
first  fiscal  year  (ended  Mar.  .31, 
8)  after  the  merger,  though  only 
1  $1.70  to  $1.80.  They  edged  for- 


ward again  during  the  second  year 
just  ended,  to  perhaps  $1.95.  Sales 
over  the  two-year  span  went  from 
$1.42  bilbon  to  just  over  $1.5  billion, 
a  gain  of  some  ~%  to  8%. 

But  these  were  hardly  the  kind  of 
gains  Drews  had  in  mind  two  years 
ago  when  he  was  battling  for  control 
of  McKesson.  For  close  to  a  year  now 
he  has  refused  to  talk  about  his 
merger,  perhaps  hoping  things  would 
turn  upward.  He  finally  agreed  to  an 
interview  only  a  few  weeks  ago  when 
it  was  clear  that  no  dramatic  gains 
were  just  ahead.  And  while  Drews 
never  calls  the  merger  a  failure,  his 
disappointment  with  it  to  date  is 
written  all  over  his  face. 

■'If  I've  learned  anything,  it's  that 
you  don't  produce  fireworks  overnight 
when  you  merge  two  companies  this 
big,'  he  observes  in  subdued  tones. 
Then  he  quickly  adds,  "but  I  think 
I'm  getting  the  feel  of  it." 

Many  of  the  problems  were  pre- 
dictable, like  the  "merger  costs" 
(including  fees  to  lawyers,  brokers 
and  investment  bankers)  he  blamed 
for  holding  down  earnings  the  first 
year.  The  second  year  he  blamed  a 
soaring  tax  rate — up  from  43%  to  47% 
— that  cost  the  company  an  extra  20 
cents  a  share.  But  the  tax  increase  was 
foreseeable,  and  it  was  no  worse  than 
that  for  any  other  company  in  the  first 
year  of  the  surcharge. 

Just  as  predictable  were  the  trou- 
bles Drews  had  in  trying  to  produce 
exciting  gains  from  the  larger,  more 
bureaucratic  McKesson.  McKesson  had 
posted  merely  average  sales  growth 
during  the  years  preceding  the  merger. 
Even  with  acquisitions  thrown  in,  its 
volume  rose  by  only  5%  a  >ear  (com- 
pounded) on  the  average  from  1960 
tc  1965.  Its  per-share  earnings  showed 
a  decline,  from  $3.08  in  1960  to  $2.83 


Who's  Happier?  Meshulam  Riklis  (left),  the 
founder  and  aichitecf  of  Rapid- American, 
and  Rudolph  Drews  (right),  a  CPA  (Arthur 
Andersen)  iurned  corporate  manager  (U.S. 
Steel,  Rexall,  Foremost  Dairies),  did  not  seem 
to  have  much  in  common.  But  back  in  1965 
both  came  up  with  the  same  idea:  Make  a 
tender  offer  for  lumbering  old  McKesson  & 
Robbins  and  try  to  squeeze  some  more 
profits  out  of  its  huge  assets  and  low 
debt  ratio.  When  the  dust  settled,  Drews 
had  won  McKesson,  but  which  man  is 
happier  today   is   an   open   question. 


in  1965,  the  year  Foremost  began  buy- 
ing in.  Even  in  1966,  McKesson's  best 
year  in  a  long  time,  its  return  on  equity 
was  under  10%.  "We  felt  there  was 
more  of  a  job  that  could  be  done  at 
McKesson,"  said  Drews. 

On  trying  it,  however,  he  found  it 
not  so  easy.  Most  of  the  first  year  was 
spent  in  groping  for  a  working  rela- 
tionship between  the  two  companies. 
Many  McKesson  people  feared  the 
Foremost-dominated  management  of 
the  merged  company,  and  Drews  and 
his  eager  lieutenants  hesitated  to  give 
credence  to  the  apprehensions  by 
moving  too  quickly.  "I  had  to  go 
around  and  have  a  drink  with  them 
all  and  show  them  I  really  didn't 
have  horns,"  says  Drews. 

The  McKesson  people  thought  they 
had  cause  to  be  worried  about  the 
ambitious  Drews.  Within  a  year  and 
a  half  after  moving  to  Foremost  in 
1961  from  Rexall  Drug  &  Chemical 
(where  his  way  to  the  top  was 
blocked  by  President  Justin  Dart,  then 
only  53),  Drews  had  neatly  displaced 
a  younger,  less-experienced  corporate 
hand,  James  L.  Rankin  (now  running 
a  Salinas,  Calif,  frozen  foods  com- 
pany), from  the  presidency. 

Then,  too,  McKesson  manage- 
ment's opposition  to  the  merger  made 
McKesson  people  a  little  nervous 
when  it  went  through.  Drews  was  sit- 
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ting  by  the  .swimming  pool  of  his 
home  ontside  of  San  Francisco  one 
summer  Sunday  in  1965,  when  he 
noticed  in  the  financial  pages  that 
Meshulam  Riklis'  Glen  Alden  Corp. 
had  bought  1  million  shares  of  Mc- 
Kesson &  Robbins  common,  or  25%  of 
the  outstanding,  with  an  eye  toward 
merger.  McKesson's  management  went 
to  court  and  stalled  Riklis. 

"It  was  obvious  they  needed  a  third 
party  to  extricate  themselves  from  this 
stalemate,"  says  Drews,  who  was  seek-' 
ing  to  alleviate  his  dependence  on  the 
dairy  business.  "So  I  called  up  Mc- 
Kesson's Chaiiman  Hennan  Nolen  and 
volunteered  my  services." 

Nolen  thought  it  was  a  great  idea 
for  Drews  to  buy  out  Riklis:  It  oc- 
curred in  October  1965,  for  $50.5 
million.  But  when  Drews  came  back 
in  February  1966  with  a  S51-a-share 
tender  offer  aimed  at  full  control, 
Nolen  quickly  changed  his  mind  and 
opposed  the  offer.  The  opposition  kept 
the  tender  offer  from  garnering  more 
than  40^  of  the  stock,  far  short  of 
Drews'  objective. 

After  months  of  dickering,  mainly 
o\'er  who  would  get  what  jobs  in  a 
merger,  it  was  finally  agreed  that  the 
64-year-old  Nolen  would  retire  and 
Drews  would  take  over  as  chairman 
and  president.  In  September  Drews 
tried  again,  offering  $53  a  share,  and 
successfully  gained  51^  control.  After 
a  complicated  realignment  of  the  com- 
panies' debt  and  capital  positions,  the 
merger  was  finally  completed  in  July 
1967,  nearK'  two  years  after  Drews 
began  working  on  it.  "After  the  strug- 
gle Drews  had  to  get  the  merger, 
those  of  us  down  in  the  ranks  were 
braced  for  some  blood-letting,"  recalls 
a  former  McKesson  middle  manager 
who  eventualK  did  get  the  ax. 

Once  Drews  had  quieted  somewhat 
the  fears  of  McKesson  people  and 
could  set  about  trying  to  do  some- 
thing with  the  merged  companies,  he 
soon  discovered  what  should  have 
been  obvious:  There  are  few  places 
where  a  drug  and  liquor  wholesaler 
can  help  a  dairy  products  and  pack- 
aged foods  company,  or  vice  versa. 
Drews  has  been  able  to  realize  some 
savings  by  rearranging  organization 
charts,  setting  up  new  budget  controls 
and  computerizing  new  in\entories. 
But  these  savings  could  have  been 
made  b\'  each  company  indepen- 
dently; they  were  not  a  built-in  result 
of  the  merger.  So  scratch  synergism 
as  much  of  a  possibility. 

Scratch  also  the  idea,  apparently 
cherished  around  Foremost,  that  the 
addition  of  McKesson  would  add  the 
spark  of  growth  to  its  dairy-products 
business.  (Packaged  foods,  such  as 
"Foremost  Instant  Breakfast,"  though 


small  in  total  volume,  have  accounted 
for  a  good  part  of  Foremost's  sales 
growth  in  the  last  few  years.)  McKes- 
son is  the  U.S.'  biggest  drug  whole- 
saler, serving  some  38,000  drugstores, 
and  the  biggest  liquor  distibutor, 
handling  almost  every  well-known 
brand.  But  it  is  so  big  and  diffuse 
that  its  volume  rarely  grows  faster 
than  the  industry  averages,  and  in 
both  areas  a  wholesaler's  margins  are 
paper  thin. 

One  of  McKesson's  more  promising 
fields,  to  listen  to  brokerage  firms 
touting  the  merger,  was  its  fledgling 
venture  into  generic  drugs.  The  Medi- 
care program,  the  theory  went,  woulc 
be  buying  large  quantities  of  cheapei 
generic  drugs  from  outfits  like  McKes 
son  rather  than  branded  drugs,  whicf 
in  turn  would  create  a  big  nationa 
market  in  generic  items.  Not  so.  Drew 
learned:  "It's  going  to  be  quite  a  fev 
years  before  our  generic  drug  volumi 
really  takes  off." 

In  short,  though  Rudolph  Drew 
certainly  would  not  suggest  it.  Fore 
most  might  have  been  better  off  with 
out  the  merger.  True,  a  1963  Feders 
Trade  Commission  order  had  forced  i 
to  sell  off  its  southeastern  and  neaA 
all  its  northeastern  operations,  costii) 
about  SlOO  million  in  annual  volunu 
But  sales  were  on  the  upturn  follow 
ing  the  divestiture,  partly  because  fl 
increased  emphasis  on  packaged  foodi 
and  profits  since  1961  had  move 
up  in  an  unbroken  line  from  60  cen( 
a  share  to  $1.58.  As  Drews  himse 
remarks,  "Our  guys,  as  a  result  of  fi 
FTC  order,  were  hardened  to  chang 
they  were  more  aggressive  than  tl 
McKesson  gu\'S." 

But  Drews  was  worried  about  beii 
so  heavily  dependent  on  dairy  pro- 
ucts,  so  he  made  the  move  for  M 
Kesson  when  the  chance  cam 
These  things  are  opportunistic," 
says.  "You  can't  wait  long  to  act 
it's  too  late."  Tlie  chances  are  tf 
Drews  will  make  more  acquisiti 
moves.  He  looked  briefly  at  Unit 
Fruit  last  fall,  as  did  a  lot  of  peopj 
He  almost  bought  Champlain  Natioi] 
Corp.  (the  former  Delaware  &  Hi] 
son  Co.  stripped  of  its  railroad  asseil 
last  August  for  $79  million,  but  1[ 
out  to  International  Industries.  I 
over  sLx  months  he  has  been  hintij 
of  another  major  merger  just  arou| 
the  corner. 

But  are  successful  mergers  re£J 
as  easy  as  so  many  managements  i  j 
so  many  investors  seem  to  think? 
it  wise  to  rush  into  a  fresh  merj 
when  you  still  have  a  mess  from 
earlier  one?  Rudolph  Drews  mi  I 
well  put  it  to  himself  in  these  teni 
Is  getting  high  again  the  best  c| 
for  a  hangover?  ■ 
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Allied  Chemical:  A  Long  Rough  Road  Back 

At  Allied  Chemical,  John  Connor  must  repair  dam- 
ages left,  not  by  years,  but  by  generations  of  neglect. 


jLtT  CHIP  is,  by  definition,  a  big, 
iblished,  successful  company, 
ng  big  and  established  doesn't 
e  the  glamour  it  once  had,  not 
h  new  companies  such  as  Xerox, 
aroid  and  Occidental  Petroleum 
ling  from  nowhere  and  often  run- 
l  rings  around  the  older  companies. 
:  being  a  blue  chip  still  had  a  cer- 
I  cachet.  It  meant  stability  and 
Lirit>.  It  meant  that  stockholders 
Id  sleep  well  at  night, 
"hen    came    the    Allied    Chemical 

CO. 

dlied  was  a  real  blue  chip.  It  was 
(it  was  established  in  1920).  It 
5  big  (sales  SI. .3  billion;  assets  SI. -5 
ion).  It  was  well  established  in 
micals  that  were  basic  to  the  entire 
nom\-.  Spectacular,  no.  Solid,  yes. 
rhen  it  turned  out  that  Allied 
ni't  solid  at  all.  In  fact,  its  basic 
icture  was  rotten.  What  looked  to 
[  outside  like  conservative  man- 
^ent  turned  out  in  fact  to  be 
ost  no  management  at  all. 
I  knew  Allied  had  lots  of  problems 
;n  I  accepted  the  presidency," 
5  John  T.  Connor,  president  for 
years,  chairman  since  Jan.  1, 
t,  of  course,  I  couldn't  fully  ap- 
ciate  the  magnitude  of  the  prob- 
s  until  I  spent  a  year  and  a  half 
?ing  and  traveling  to  every  im- 
tant  operation  we  have." 

or  knew  the  industry  well  as 
lit   and  chief  executive  officer 
t\ierck  &  Co.  and  chairman  of  the 
rd  ot  the  .Manuhicturing  Chemists 
ociation   in   19-59.   "I  knew  then," 
inor  says,  "that  Allied  was  a  seconci- 
hird-rate  company. " 
or  those  who  wanted  to  dig,  the 
lence  of  the  decline  had  long  been 
ble.  -Allied's  preta.\  operating  net, 
uding   Union   Texas   Natural   Gas, 
dl\    advanced  between    19.59   and 
5,  'inching    up    only    S6    million, 
i\21  million,  a  bare  5^.  Revenues, 
the  other  hand,  rose  by  nearK  W< . 
average    return    on    stockholders' 
ity  was  onlv    11.5?    as   compared 
h   I5..3?   for'  Union   Carbide,   20? 
du    Pont.    xAllied's    earnings    rose 
lewhat    in    1966,    but    profit    mar- 
5    declined    slightK .    All    told,    in 
5  and  1966  Allied  added  S200  mil- 
,  or  20?,  to  sales,  for  a  gain  of  only 
in  operating   income.   Allied   was 
ning  faster  just  to  stand  still, 
n  1967  with  prices  squeezed,  start- 
costs  soaring  and  with  few  new 
ducts  to  help  profits.  Allied  could 
longer   produce    big    sales    gains, 


"frankly  I  was  approached 
by  several  other  companies," 
says  John  T.  Connor,  "who 
offered  more  in  the  way  of 
money."  Why  pick  ailing  Al- 
lied? Because  it's  a  feather 
in  his  cap  if  he  succeeds.  If 
he  doesn't  he  still  gets  close 
to  five  years'  salary  at  $130,- 
000  a  year,  plus  stock  op- 
tions    and     fringe     benefits. 


and  suffered  a  24?  decline  in  earnings 
(to  S2.50  a  share).  Pretax,  the  situa- 
tion was  much  worse:  Pretax  operat- 
ing net  tumbled  from  $135  million  to 
$91  million  on  a  level  sales  volume. 

In  1968  the  bottom  fell  out.  In  the 
third  and  fourth  quarters  Allied  re- 
ported a  loss  of  $23  million,  and  for 
the  full  year  net  income  dwindled  to 
$41  million,  the  lowest  since  1958. 
.Allied's  dividend  was  slashed  by  .37?, 
IK)   way   for   a   blue   chip   to   behave. 

In  probing  the  causes  of  the  de- 
cline, John  Connor  saw  in  his  first 
year  and  a  half  a  succes.sion  of  night- 
mares. Once  by  far  the  largest  pro- 
ducer of  chemicals  in  the  U.S.,  Allied 
had  declined  to  sixth  place. 

Almost  everywhere  Connor  looked, 
he  found  that  Allied  was  turning  out 
low-profit  margin  products  such  as 
soda  ash,  dyestnfls,  biodegradable  de- 


tergents and  phenolic  resins,  to  name 
just  a  few.  Even  Allied's  profitable  ny- 
lon business  had  problems  because  of 
heavy  competition  and  price  erosion. 

Plants  were  scattered  helter-skelter 
across  the  U.S.  and  overseas.  Some  ot 
them  overlapped  each  other.  Some, 
like  the  Barrett  building  materials  op- 
eration, were  too  small  ever  to  have 
a  chance  of  making  money;  they  just 
ate  up  capital.  Start-up  costs  had  got- 
ten out  of  control.  As  Connor  himself 
says:  "We  had  major  cost  overruns  in 
our  Geismar,  La.  complex,  in  our 
venture  in  Shapur,  Iran  and  in 
Hopewell,  Va.  It  was  a  combination 
of  poor  planning,  labor  troubles  and 
just  plain  bad  luck. "  The  Iranian  ven- 
ture to  produce  petrochemicals  and 
fertilizers  jointly  with  the  government- 
owned  National  Petrochemical  Com- 
pany of  Iran  is  almost  a  casebook  in 
bad  management.  Costs  were  grossly 
underestimated,  the  market  for  am- 
monia, sulphuric  acid  and  phosphates 
grossly  overestimated;  and,  when  Al- 
lied started  building  the  plant,  it 
discovered  that  skilled  labor  was  in 
short  supply.  That  cost  $5  million.  As 
if  that  weren't  enough,  a  gas  fire 
burned  spectacularly  for  three  months. 

In  Costa  Rica,  Connor  found  an  oil 
refinery  that  was  a  model  of  bad 
judgment.  Howard  Marshall,  then  ex- 
ecutive vice  president  and  head  of  the 
Union  Texas  division,  had  built  the 
plant  because  the  government  of  the 
country  had  offered  him  a  terrific  deal 
on  prices.  When  the  government  unex- 
pectedly changed,  its  new  head  had 
demanded  a  new  deal  that  made  the 
refinery  a  losing  proposition. 

Figures   Don't   Lie? 

One  rea.son  Connor  hadn't  realized, 
when  he  took  over  the  presidency, 
just  how  bad  a  mess  Allied  was  in 
was  that  his  predecessors  had  used 
every  legal  accounting  device  they 
could  find  to  put  a  decent  face  on 
Allied's  troubles.  For  example:  they 
underdepreciated  their  old  plants, 
changed  pension  fund  accounting  and 
capitalized  items  that  should  have 
been  expensed. 

How  Allied  got  into  the  situation 
Connor  found  is  another  story  (see 
box,  p.  206).  The  question  is:  Gun  he 
get  it  out? 

He's  been  trying.  He  sold  the  build- 
ing materials  business  of  the  Bar- 
rett division  to  Jim  Walter  Corp.  for 
cash  and  stock  worth  $63  million  after 
taxes.  He  wrote  down  the  $19-million 
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Costa  Rican  venture  to  a  fraction  of 
book  value  and  is  now  attempting 
to  sell  it,  too.  He  discontinued  several 
marginal  operations. 

Even  more  important,  perhaps, 
he  has  completely  reorganized  Allied's 
management,  tossing  out  executives 
with  abandon,  bringing  in  his  own 
men.  He  elevated  Fred  Bissinger,  who 
had  come  from  Staufler  Chemical  Co. 
in  late  1965  as  a  vice  president,  to 
succeed  him  as  president.  He  is  iim- 


ning  Allied  with  a  stiong  hand,  some- 
thing Allied  has  needed  for  years. 

Connor  insists  that  Allied  has  some 
substantial  pluses  going  for  it.  He 
says:  "Our  margins  in  basic  chemi- 
cals have  been  below  the  industry 
average,  and  w6  are  certain  we  can 
bring  them  up.  Many  of  the  plants 
we  have  built  are  much  more  efficient 
than  the  ones  we  have  replaced. '  All 
told.  Allied  has  SI. 9  billion  worth  of 
gross  plant,  some  of  which  is  obsolete. 


much   of    which    is    not.    That   is 
mean  asset. 

In  addition,  he  belie\es  the  n< 
Hopewell  and  Geismar  complexes  w 
begin  to  pay  off.  On  the  other  bar 
Shapur,  Iran,  into  which  Allied  1 
poured  S22  million  of  its  own  equi 
is  a  good  wa\  off  from  being  prol 
»  able.  Connor  is  also  banking  on  bui' 
ing  up  oil  and  gas  production. 

Granting   that   Connor   is   right 
everything  he  sa>s,  the  problems  tl 
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■HOW  BAD  WENT  TO  WORSE  AND  WORSE  WENT  TO  TERRIBLE- 


Why  did  it  happen? 

Why  did  Allied  Chemical  decline 
from  the  giant  of  the  industry  to 
a  company  that  even  its  chairman, 
John  T.  Connor,  admits  had  be- 
come a  has-been  in  the  chemical 
industr>'? 

The  answer  is  not  the  classic  one; 
bad  management.  In  Allied's  case, 
the  answer  is  closer  to  no  real  man- 
agement. 

Combing  tlu-ough  the  files,  speak- 
ing with  directors,  e.\-employees 
and  Allied  \'eterans,  Forbes  has 
pieced  together  the  tale  of  .AJhed's 
decline.  It  adds  up  to  a  sad  set 
fascinating  stor\ . 

Allied's  problems  are  rooted  in 
histor\.  They  actually  go  all  the 
\\a\  back  to  1920  when  it  was 
created  in  a  merger  of  National 
Aniline  &  Chemical,  General  Chem- 
ical, Barrett,  SoI\a\  Process  and 
Semet-Solva\\  The  merger  was  no 
lo\  e  affair.  It  was  mo:  e  like  a  shot- 
gmi  wedding.  The  late  financier 
Eugene  Meyer  (right)  conceived  it; 
Meyer's  right-hand  strong  man,  Or- 
lando F.  \\  cber,  bulled  it  through. 
It  might  almost  be  said  that  he 
bullied  it  through.  Dr.  W'iUiam  H. 
Nichols  of  General  Chemical  fought 
desperately  to  prevent  the  merger. 
The  SoKays,  too,  were  dissatisfied. 
The\  were  finally  beaten  down,  but 
the  resentments  smouldered.  Alfied 
never  li\ed  down  its  owni  histor\'. 
The  unre.sol\ed  conflicts  lived  on. 
For  generations. 

The  problem  was  not  inimedi- 
atel\  apparent.  Weber  took  oxer 
the  management  of  the  new  com- 
pan\,  and  Weber,  it  must  be  em- 
phasized, was  a  strong  man,  strong 
enough  to  smother  the  resentments. 
He  was  also  a  tight-fisted  man, 
who  refused  to  spend  on  research 
and  begrudged  ever\  dime  he  spent 
for  new  plant.  This  proved  a  wise 
polic)  in  the  Twenties,  for  the 
chemical  industr\  had  overexpand- 
ed  in  World  War  I.  It  left  Allied 
in  a  liquid  position  to  weather  the 
depression  of  the  Thirties. 


In  order  to  keep  a  tight  grip  on 
Allied  in  the  face  of  the  undercur- 
rent of  resentment  against  him, 
W'eber  had  to  run  it  almost  like  a 
cloak-and-dagger  operation.  For 
\ears  he  issued  no  public  reports. 
He  kept  ail  the  company's  impor- 
tant papers  locked  in  a  safe.  Allied 
became  a  corporation  where  vice 
presidents  and  directors  wouldn't 
e\en  talk  with  each  other. 

No  man  remains  strong  fore\er. 
Weber,  growing  older,  became  ill 
and  the  resentments  flared  up. 
Charles  Nichols,  Dr.  Nichols"  son, 
teamed  up  with  the  Solvay  faiuily 
(who  then  owned  15%  of  Allied  as 
a  result  of  the  merger)  to  grab  con- 
trol of  the  company.  Ill  though  he 
was,  Weber  again  managed  to  beat 
them  down.  UnfortunateK  for  Al- 
lied, in  the  process  he  put  the  com- 
pan\  in  the  hands  of  accountants. 
The  accountants  did  not  try  to  man- 
age. The\  simph  took  in  cash  from 
the  di\isions,  and  wiiat  went  back 
to  the  di\isions  depended  on  the 
judgment  of  men  who  knew  little 
about  the  chemical  industry.  From 
then  on.  Allied  had  top  manage- 
ment in  name  but  not  in  fact. 

Recipe   for   Ruin 

Fiist  came  accountant  Henry 
Atherton.  Then  came  accountant 
Fred  Emmerich.  Division  heads 
managed  to  gain  almost  complete 
autonomy.  The>  habitually  referred 
to  corporate  headquarters  as  "the 
Allied  company,"  as  though  it  had 
no  relation  to  them.  At  coiporate 
headquarters,  vice  presidents  had 
no  .specific  jobs  or  authorit\.  No 
Nice  president  could  make  the 
smallest  decision  without  the  con- 
currence of  the  others. 

AlUed  in  effect  decayed.  The 
companx-  continued  to  make  money 
primarily  because  after  \\orld  War 
II  broke  out,  it  became  impossible 
not  to  make  money,  but  its  plants 
became  obsolete.  Emmerich  didn't 
realize  what  was  happening  until 
1953.  Then  he  borroweci  S200  mil- 


lion to  modernize  the  plants. 

But  modernizing  the  plants  di 
not  mean  modernizing  .\llied.  Tl 
chemical  industry  had  come  a  lor 
wax  since  1920.  These  plants  pni^ 
duced  basic  chemicals,  but  tl'l 
real  money  to  be  made  in  cheir^ 
cals  was  now  in  the  intermedialj 
and  end  products.  ! 

Accountant  Glen  B.  Miller  sv\ 
ceeded  accountant  Emmerich 
1957.  He  attempted  to  come 
grips  with  Allied's  basic  probleilt 
lack  of  management.  He  creatfj 
the  jobs  of  marketing  vice  presidfij 
and  research  vice  president  at  ij^ 
corporate  level  for  the  first  tin)| 
This  didn't  have  any  noticeafl 
effect  on  the  company's  operatitij 
because,  by  then,  the  old  gu;|i 
held  so  much  power.  Manx  of  thi^j 
xvere  in  their  70s  and  80s.  Mit< 
laid  doxxni  a  policy  of  retirem^^ 
at  65.  It  xvas  not  alxvays  obserxi.: 

Txx'o  xears  later,  Kerbx  H.  F(,v 
a  financial  man  xvith  an  insura-ft. 
background,  took  over.  He  j* 
far  more  decisixe  than  his  >-' 
mediate  predecessors,  and  in  ew 
1962  he  succeeded  in  conxini  g 
his  dixided,  fuming  board  that  ' 
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L-e  -\llied  are  still  back-breaking, 
le  is  the  debt  structure.  In  building 
!es.  Allied  borrowed  heavily  since 
lacked  sufficient  cash  flow.  It  now 
s  accumulated  S400  million  in  long- 
rm  debt;  the  interest  charges  are 
w  costing  the  company  some  S25 
illion  a  > ear.  This  leverage  would  be 
?lcome  if  the  company  were  profit- 
le:  unfortunateK"  it  is  not.  Thus 
lied's  future  borrowing  power  is 
mewhat  circumscribed. 


Another  problem  is  that  Allied 
stock  is  selling  at  less  than  half  its 
peak.  In  fact,  it  is  selling  at  just  about 
where  it  was  selling  16  years  ago, 
which  makes  acquisitions  almost  im- 
possible, except  for  cash. 

Hiring  good  men  has  been  a  major 
problem,  because  Allied  has  lacked 
a  stock  option  plan,  though  one 
has  recenth  been  approved  by  the 
stockholders.  And  marketing  has 
been   a   h(xlge-podge   because   AlHed 


d  should  merge  with  Union  Te.xas 
itural  Gas  for  S33.5  million  in 
lied  stock  and  take  on  S51  million 

its  debt.  On  paper,  it  seemed 
good  move.   Allied   could  build 

its  petrochemical  operations  by 
ing  Union  Texas'  petroleum  as  a 
urce  of  raw  material.  However, 
e  merger  brought  still  another 
.tion  into  Allied,  including  John 
>eb,  the  .New  York  in\estment 
nker;  Howard  .Marshall,  Loeb's 
in  at  Union  Texas;  and  William 
irden  of  A.M.  Burden  Co. 
Fisk  died  suddenly  of  a  heart 
ack.  The  faction-ridden  board 
uld  not  agree  on  a  succes.sor.  For 
Lir  months,  .•\llied  hac'.  no  one  in 
arge.   FinalK    the   board   agreed 

make  Chester  .M.  Brown,  an 
lerating  man,  president  and  chief 
ecutive  ofiBcer,  and  Harry  S. 
'rguson  chief  administrative 
icer  and  chairman  of  the  ex- 
utive  committee.  But  it  c-ould  not 
ree  on  a  chairman,  so  the  job 
is  just  left  vacant. 
The  disagreement  grew  into  a 
ssle  among  Brown,  Ferguson  and 
larshall.  Ferguson,  a  penn>-pinch- 
L  challenged  a  number  of  Brown's 
lending  proposals,  including  the 
lied  Tower  project  on  New  York's 
mes  Square,  which  was  thereby 
laved  for  years.  Howard  Mar- 
all  had  his  own  ideas  about  how 
lied  should  be  run.  One  of  them 
IS  that  Union  Texas,  vvaich  he 
d  run  for  years  before  it  merged 
th  Allied,  was  still  his  to  nm  as 

saw  fit.  Marshall  had  two  formi- 
ble  allies  in  John  Loeb  and  Wil- 
m  Burden,  who  had  been  large 

Iders  in  Union  Texas 

OK,  OK,  OK 

By  now,  the  disorganization  was 
demic.  The  board  could  act  only 
random  projects  brought  before 
as  Allied  continued  to  lose 
5und  in  the  industry-.  From  1964 
rough  1966,  the  board  okayed 
ill  over  $500  million  in  projects: 
imonia  plants  in   poor  locations 


and  markets,  soda  ash  plants,  the 
ill-starred  petroleum  refinery  in 
Costa  Rica  {see  story). 

All  the  while  the  company  kept 
going  downhill,  it  was  able  to  show 
increased  earnings.  Management 
sold  off  land  and  stock  and  in- 
creased di\  idend  pay-in  from  non- 
consolidated  subsidiaries.  These 
transactions  accounted  for  12%  of 
net  income  in  1966  and  almost  20% 
in  1967.  Management  avoided  be- 
ing hurt  by  projects  tha  were  los- 
ing money,  such  as  the  Costa  Rican 
venture,  by  not  consolidating  their 
figures.  Depreciation  and  tax  ac- 
counting were  rearranged;  pension 
accounting  was,  too.  Off-balance- 
sheet  financing  was  used  and  items 
normally  expensed  were  capitaHzed. 

Sooner  or  later,  reality  always 
destroys  the  magic  of  such  account- 
ing methods.  When  it  did,  Fred- 
erick Beebe,  a  member  of  the 
board  representing  the  Meyer  in- 
terests, got  together  with  John 
Loeb,  Attorney  John  J.  McCloy, 
Richard  S.  Perkins  of  the  First 
National  City  Bank  and  Lucius 
Clay  of  Lehman  Brothers.  They 
reached  an  ♦  agreement  to  call 
in  Cresap,  McCormick  &  Paget  to 
make  recommendations  for  over- 
hauling Allied.  As  one  director  later 
put  it,  "We  decided  the  manage- 
ment we  had  wasn't  up  to  the  job 
of  running  the  company  properly." 
That  was  putting  it  mildly.  It 
hadn't  been  running  the  company 
at  all.  But  neither  could  the  board 
escape  blame.  It  had  failed  to  do  its 
duty  of  acting  before  the  situation 
got  almost  completely  out  of  hand. 

More  confusion  ensued  as  Beebe 
and  his  cohorts  reorganized  the 
board.  Once  it  was  done,  however, 
they  went  out  and  got  themselves 
a  man  they  felt  could  run  Allied 
and  not  just  let  it  run  itself:  John 
T.  Connor,  54,  the  former  Secretary 
of  Commerce  who  had,  as  one  di- 
rector put  it,  "turned  Merck  from 
a  plodding  drug  company  into  the 
best  company  in  the  industry." 


■^ 
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Night  life  Lynda  Gloria  at  Le  Chateau  Champlain,  Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs 
space  for  grouping  in  a  body.  And  more 
space  for  getting  away  from  bodies.  And  all 
kinds  of  audio-visual  paraphernalia  to 
help  you  take  the  big  view  of  things. 

Maybe  that's  why  more  conventions 
convene  at  Canadian  Pacific  hotels  (all  1 1 
of  them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be 
the  unconventional  way  we  go  about  it. 

Convention,  anybody?  Contact  Bill 
Gray,  National  Sales  Manager,  Royal  York 
Hotel,  Toronto,  Ontario. 


CPHotels 
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Costa  Ricaii  venture  to  a  fraction  of 
book  value  and  is  now  attempting 
to  sell  it,  too.  He  discontinued  several 
marginal  operations. 

Even  more  important,  perhaps, 
he  has  completely  reorganized  Allied's 
management,  tossing  out  executives 
with  abandon,  bringing  in  his  own 
men.  He  elevated  Fred  Bissinger,  who 
had  come  from  Stauffer  Chemical  Co. 
in  late  1965  as  a  vice  president,  to 
succeed  him  as  president.  He  is  run- 


ning Allied  with  a  strong  hand,  some- 
thing Allied  has  needed  for  years. 

Connor  insists  that  Allied  has  some 
substantial  pluses  going  for  it.  He 
says:  "Our  margins  in  basic  chemi- 
cals have  been  below  the  industry 
average,  and  we  are  certain  we  can 
bring  them  up.  M-any  of  the  plants 
we  have  built  are  much  more  efficient 
than  the  ones  we  have  replaced."  All 
told.  Allied  has  $1.9  billion  worth  of 
gross  plant,  some  of  which  is  obsolete. 


much    of    which    is    not.    That    is    no 
mean  asset. 

In  addition,  he  believes  the  new 
Hopewell  and  Geismar  complexes  will 
begin  to  pay  off.  On  the  other  hand,  I 
Shapur,  Iran,  into  which  Allied  has  i 
,  poured  $22  million  of  its  own  equity, 
is  a  good  way  off  from  being  profit- 
able. Connor  is  also  banking  on  build- 
ing up  oil  and  gas  production. 

Granting   that   Connor   is    right   in 
everything  he  says,  the  problems  that 
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-HOW  BAD  WENT  TO  WORSE  AND  WORSE  WENT  TO  TERRIBLE^, 


Whv  did  it  happen? 

Why  did  Allied  Chemical  decline 
from  the  giant  of  the  industry  to 
a  company  that  even  its  chairman, 
John  T.  Connor,  admits  had  be- 
come a  has-been  in  the  chemical 
industry? 

The  answer  is  not  the  classic  one : 
bad  management.  In  Allied's  case, 
the  answer  is  closer  to  no  real  man- 
agement. 

Combing  through  the  files,  speak- 
ing with  directors,  ex-employees 
and  Allied  veterans,  Forbes  has 
pieced  together  the  tale  of  Allied's 
decline.  It  adds  up  to  a  sad  yet 
fascinating  story. 

Allied's  problems  are  rooted  in 
histor\.  They  actually  go  all  the 
way  back  to  1920  when  it  was 
created  in  a  merger  of  National 
.Aniline  &  Chemical,  General  Chem- 
ical, Barrett,  SoKay  Process  and 
Semet-Solvay.  The  merger  was  no 
love  affair.  It  was  mo:  e  like  a  shot- 
gun wedding.  The  late  financier 
Eugene  Meyer  (right)  conceived  it; 
Meyer's  right-hand  strong  man,  Or- 
lando F.  Weber,  bulled  it  through. 
It  might  almost  be  said  that  he 
bullied  it  through.  Dr.  William  H. 
Nichols  of  General  Chemical  fought 
desperately  to  prevent  the  merger. 
The  Solvays,  too,  were  dissatisfied. 
The\-  were  finally  beaten  down,  but 
the  resentments  smouldered.  Allied 
never  lived  down  its  own  history. 
The  unresolved  conflicts  lived  on. 
For  generations. 

The  problem  was  not  immedi- 
ateh  apparent.  \Veber  took  ovei 
the  management  of  the  new  com- 
pan\,  and  Weber,  it  must  be  em- 
phasized, was  a  strong  man,  strong 
enough  to  smother  the  resentments. 
He  was  also  a  tight-fisted  man, 
who  refused  to  spend  on  research 
and  begrudged  every  dime  he  spent 
for  new  plant.  This  proxed  a  wise 
p()lic\  in  the  Twenties,  for  the 
chemical  industry  had  overexpand- 
ed  in  World  War  I.  It  left  Allied 
in  a  li(}uid  position  to  weather  the 
depression  of  the  Thirties. 


In  order  to  keep  a  tight  grip  on 
Allied  in  the  face  of  the  undercur- 
rent ot  resentment  against  him, 
Weber  had  to  run  it  almost  like  a 
cloak-and-dagger  operation.  For 
years  he  issued  no  public  reports. 
He  kept  all  the  company's  impor- 
tant papers  locked  in  a  safe.  Allied 
became  a  corporation  where  vice 
presidents  and  directors  wouldn't 
even  talk  with  each  other. 

No  man  remains  strong  forever. 
Weber,  growing  older,  became  ill 
and  the  resentments  flared  up. 
Charles  Nichols,  Dr.  Nichols'  son, 
teamed  up  with  the  Solvay  family 
(who  then  owned  15%  of  Allied  as 
a  result  of  the  merger)  to  grab  con- 
trol ot  the  company.  Ill  though  he 
was,  Weber  again  managed  to  beat 
them  down.  Unfortimately  for  Al- 
lied, in  the  process  he  put  the  com- 
pany in  tlie  hands  of  accountants. 
The  accountants  did  not  try  to  man- 
age. The>  simply  took  in  cash  from 
the  divisions,  and  what  went  back 
to  the  dix'isions  depended  on  the 
judgment  of  men  who  knew  little 
about  the  chemical  industry.  From 
then  on.  Allied  had  top  manage- 
ment in  name  but  not  in  fact. 

Recipe   for   Ruin 

First  came  accountant  Henry 
Atherton.  Then  came  accountant 
Fred  Emmerich.  Division  heads 
managed  to  gain  almost  complete 
autonomy.  They  habitually  referred 
to  corporate  headquarters  as  "the 
Allied  company,"  as  though  it  had 
no  relation  to  them.  At  corporate 
headquarters,  vice  presidents  had 
no  .specific  jobs  or  authority.  No 
x'ice  president  could  make  the 
smallest  decision  without  the  con- 
currence of  the  others. 

Allied  in  elfect  decayed.  The 
company  continued  to  make  money 
primarily  because  after  World  War 
II  broke  out,  it  became  impossible 
not  to  make  money,  but  its  plants 
became  obsolete.  Emmerich  didn't 
realize  what  was  happening  until 
1953.  Then  he  borrowed  $200  mil- 


lion to  modernize  the  plants. 

But  modernizing  the  plants  did 
not  mean  modernizing  Allied.  The 
chemical  industry  had  come  a  long 
way  since  1920.  These  plants  pro- 
duced basic  chemicals,  but  the 
real  money  to  be  made  in  chemi- 
cals was  now  in  the  intermediate 
and  end  products. 

Accountant  Glen  B.  Miller  suc- 
ceeded accountant  Emmerich  in 
1957.  He  attempted  to  come  to 
grips  with  Allied's  basic  problem: 
'ack  of  management.  He  created 
the  jobs  of  marketing  vice  president 
and  research  vice  president  at  the 
coiporate  level  for  the  first  time. 
This  didn't  have  any  noticeable 
effect  on  the  company's  operations 
because,  by  then,  the  old  guard 
held  so  much  power.  Many  of  them 
were  in  their  70s  and  80s.  Miller 
laid  down  a  policy  of  retirement 
at  65.  It  was  not  always  observed. 

Two  years  later,  Kerby  H.  Fisk, 
a  financial  man  with  an  insurance 
background,  took  over.  He  was 
far  more  decisive  than  his  im- 
mediate predecessors,  and  in  early  , 
1962  he  succeeded  in  convincing  j 
his  divided,  fuming  board  that  Al- 
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face  Allied  are  still  back-breaking. 
One  is  the  debt  structure.  In  building 
sales.  Allied  borrowed  hea\ily  since 
it  lacked  sufiRcient  cash  flow.  It  now 
has  accumulated  S400  million  in  long- 
term  debt;  the  interest  charges  are 
now  costing  the  company  some  $25 
million  a  year.  This  leverage  would  be 
welcome  if  the  company  were  profit- 
able; unfortunately  it  is  not.  Thus 
Allied's  future  borrowing  power  is 
somewhat  circumscribed. 


Another  problem  is  that  Allied 
stock  is  selling  at  less  than  half  its 
peak.  In  fact,  it  is  selling  at  just  about 
where  it  was  selling  16  years  ago, 
which  makes  acquisitions  almost  im- 
possible, except  for  cash. 

Hiring  good  men  has  been  a  major 
problem,  because  Allied  has  lacked 
a  stock  option  plan,  though  one 
has  recently  been  approved  by  the 
stockholders.  And  marketing  has 
been   a   hodge-podge   because   Allied 


lied  should  merge  with  Union  Texas 
Natural  Gas  for  §335  million  in 
Allied  stock  and  take  on  $51  million 
of  its  debt.  On  paper,  it  seemed 
a  g(K)d  move.  Allied  aiuld  build 
up  its  petrochemical  operations  by 
using  Union  Texas  petroleum  as  a 
source  of  raw  material.  However, 
the  merger  brought  still  another 
faction  into  Allied,  including  Jolm 
Loeb,  the  New  York  investment 
banker;  Howard  Marshall,  Loeb's 
man  at  Union  Texas;  and  \V'illiam 
Burden  of  A.M.  Burden  Co. 

Fisk  died  suddenly  of  a  heart 
attack.  The  faction-ridden  board 
could  not  agree  on  a  succes.sor.  For 
four  months.  Allied  hac.  no  one  in 
charge.  Finally  the  board  agreed 
to  make  Chester  M.  Brown,  an 
operating  man,  president  and  chief 
executive  officer,  and  Harry  S. 
Ferguson  chief  administrative 
officer  and  chairman  of  the  ex- 
ecutive c-ommittee.  But  it  could  not 
agree  on  a  chairman,  so  the  job 
was  just  left  vacant. 

The  disagreement  grew  into  a 
hassle  among  Brown,  Fergu.son  and 
Marshall.  Ferguson,  a  penny-pinch- 
er,  challenged  a  number  of  Brown's 
spending  proposals,  including  the 
Allied  Tower  project  on  New  York's 
Times  Square,  which  was  thereby 
dehued  for  years.  Howard  Mar- 
shall had  his  own  ideas  about  how 
Allied  should  be  run.  One  of  them 
was  that  Union  Texas,  vvaich  he 
had  nm  for  years  before  it  merged 
with  Allied,  was  still  his  to  run  as 
he  saw  fit.  Marshall  had  two  formi- 
dable allies  in  John  Loeb  and  Wil- 
liam Burden,  who  had  been  large 
holders  in  Union  Texas 

OK,  OK,  OK 

By  now,  the  disorganization  was 
endemic.  The  board  could  act  only 
on  random  projects  brought  before 
it,  as  Allied  continued  to  lose 
ground  in  the  industry.  From  1964 
through  1966,  the  board  okayed 
well  over  $500  million  in  projects: 
amnionia  plants  in   poor  locations 


and  markets,  soda  ash  plants,  the 
ill-starred  petroleum  refinery  in 
Costa  Rica  {sec  story). 

All  the  while  the  company  kept 
going  downhill,  it  was  able  to  show 
increased  earnings.  Management 
sold  oft  land  and  stock  and  in- 
creased dividend  pay-in  from  non- 
consolidated  subsidiaries.  These 
transactions  accounted  for  12%  of 
net  income  in  1966  and  almost  20% 
in  1967.  Management  avoided  be- 
ing hurt  by  projects  tha  were  los- 
ing money,  such  as  the  Costa  Rican 
venture,  by  not  consolidating  their 
figures.  Depreciation  and  tax  ac- 
counting were  rearranged;  pension 
accounting  was,  too.  Off-balance- 
sheet  financing  was  used  and  items 
normally  expensed  were  capitalized. 

Sooner  or  later,  reality  always 
destroys  the  magic  of  such  account- 
ing methods.  When  it  did,  Fred- 
erick Beebe,  a  member  of  the 
board  representing  the  Meyer  in- 
terests, got  together  with  John 
Loeb,  Attorney  John  J.  McCloy, 
Richard  S.  Perkins  of  the  First 
National  City  Bank  and  Lucius 
Clay  of  Lehman  Brothers.  They 
reached  an  agreement  to  call 
in  Cresap,  McCormick  &  Paget  to 
make  recommendations  for  over- 
hauling Alhed.  As  one  director  later 
put  it,  "We  decided  the  manage- 
ment we  had  wasn't  up  to  the  job 
of  running  the  company  properly." 
That  was  putting  it  mildly.  It 
hadn't  been  running  the  company 
at  all.  But  neither  could  the  board 
escape  blame.  It  had  failed  to  do  its 
duty  of  acting  before  the  situation 
got  almost  completely  out  of  hand. 

More  confusion  ensued  as  Beebe 
and  his  cohorts  reorganized  the 
board.  Once  it  was  done,  however, 
they  went  out  and  got  themselves 
a  man  they  felt  could  run  Allied 
and  not  just  let  it  run  itself:  John 
T.  Connor,  54,  the  former  Secretary 
of  Commerce  who  had,  as  one  di- 
rector put  it,  "turned  Merck  from 
a  plodding  drug  company  into  the 
best  company  in  the  industry." 


■^ 


y 


Nighl  life  Lynaa  Gloria  at  Le  Chateau  Champlaln,  Montreal. 

Convention, 
anyboily? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs 
space  for  grouping  in  a  body.  And  more 
space  for  getting  away  from  bodies.  And  all 
kinds  of  audio-visual  paraphernalia  to 
help  you  take  the  big  view  of  things. 

Maybe  that's  why  more  conventions 
convene  at  Canadian  Pacific  hotels  (all  11 
of  them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be 
the  unconventional  way  we  go  about  It. 

Convention,  anybody?  Contact  Bill 
Gray,  National  Sales  Manager,  Royal  York 
Hotel,  Toronto,  Ontario. 


CPHotels 
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Grace  Notes 


The  1968  Annual  Report  for  W.  R.  Grace  &  Co.  is  in.  It  contains  sweet 
notes  from  most  of  the  Company's  businesses  as  the  following  table  shows.  This 
compares  the  pre-tax  profit  contribution*  of  the  major  product  lines. 


Increase 
(Decrease) 


(in  millions  of  dollars)  1968 

Chemicals  (other  than 

Agricultural  Chemicals) $  61.6 

Agricultural  Products 6.8 

Consumer  Foods  &  Services 19.0 

Petroleum  &  Extractive  Industries.  .  .      16.2 

Paper 5.5 

Steamship  Operations 5.4 

Other  Activities 10-8 

Total $125.3 


1967 


% 


$  51.2 

$   10.4 

20.3% 

20.6 

(13.8) 

(67.0) 

17.2 

1.8 

10.5 

11.2 

5.0 

44.6 

4.1 

1.4 

34.1 

1.1 

4.3 

390.9 

7.2 

3.6 

50.0 

$112.6     $   12.7        11.3% 


Last  year's  sales  and  revenues  of  $1,738,364,000  were  at  an  all-time  high- 
7%  above  those  of  the  previous  year.  Income  before  extraordinary  items  of 
$57,761,000  was  up  11%. 

If  you'd  like  the  whole  story-and  some  insight  into  innovations  that 
have  made  Grace  a  leader  in  many  industries-we'll  be  pleased  to  send  you  a 
copy  of  the  Annual  Report.  Just  write  to  W.  R.  Grace  &  Co. 


1968  Profit  Contribution  ' 


1968  Sales  and  Revenues 


*  Pre-tax  profit  on  a  Grace  equity  basis  before  extraordinary  iterns  and 
allocation  of  general  corporate  overhead  and  general  corporate  interest. 


W.  R.  Grace  &  Co.,  7  Hanover  Square,  New  York  10005 


CONVENIENT  SUBSCRIPTION  ORDER  FORM 
Make  sure  you  get  FORBES  the  same  day  others  do— sub- 
scribe TODAY.  Save  $6.45  per  year  on  the  single-copy  price. 

Forbes,  60  Fifth  Avenue.  New  York,  N.Y.  IOOII     F-3835 

Please  send  me  Forbes  for  the  period  checked: 

D  /   Year  $8.50  Q  •?  y^t""  $17.00 

n  Enclosed  is  remittance  of  $         □  /  will  pay  when  billed 
D  New  □  Renewal  (An&ch  Label) 


Name 


(please  print) 


Single  copy  60c 


A  ddress 
City 


State Zip  Code 

Pan  American  and  Foreign  $4  a  year  additional 


K^ 


Allied's   Assets;    The   corpo- 
rate   picture    isn't    all    black. 


nevei'  liad  a  real  marketing  prograr] 
The  most  inipoilant  problem  is  th' 
about  half  ot  Allied  s  products  are 
basic  chemicals  and  gas,  and  there  isi 
the  kind  oi  moiiex   in  them  that  the 
used  to  be.  Allied  doesn't  ha\e  mai 
proprietary    products    because    it  h 
al\\a\s    been    so   weak    in    new-pro 
uct  research.  It  got  into  fibers  late  a 
in    the   wrong   wa\ .    In    1954   Alii 
moved   hesitanth    into  nylon.  Yet 
1960  it  had  to  bu\   its  way  in  by  pi 
chasing    a    process    from    Italy's   Si 
\Mscosa.    It    is    just    now   getting  ii 
pohester    fibers    e\en    though   it  h 
long  been   clear  that  pohester  fib 
could     evientually     take     over    soi 
of   n>'lon's    traditional    markets.    N' 
there    is    a    new    head    of    resear 
George  Kazan.  .52,  but  Allied  has 
long  wa\'  to  go  to  catch  up. 

Does  Connor  liave  the  time?  All 
is  at  the  merc\  of  price  structu 
it  cant  control.  It  no  longer  has 
once  dominant  market  share  in 
traditional  fields.  Connor  may 
running  a  big  company,  but  it  CJffl 
longer  be  called  a  blue  chip.  D« 
count  on  any  fundamental  t\irnaroi 
anv  time  soon.  ■ 
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now  listed 

on  the  Mew  York 

Stock  Exchange 


A 


e^Ae^^€)f^€€x^ 


Year 

Net 

Sales 

(thousands) 

Net 

Income 

(thousands) 

Depreciation 

and 
Amortization 
(thousands) 

Net  Income 

to 
Net  Sales 
(percent) 

Net  Income  to 

Shareholder's 

Equity 

(percent) 

Net 
Income 

per 
Share  (1) 

Dividends 

per 
Share  (1) 

1968 

$55,340 

$5,575 

$2,147 

10.1 

26.6 

$1.28 

$.19 

1967 

43,240 

4,544 

1,781 

10.5 

26.4 

1.05 

.17 

1966 

36,642 

4,240 

941 

11.6 

31.4 

.98 

.15 

1965 

28,545 

3,623 

553 

12.7 

34.7 

.84 

.13 

1964 

21,512 

2,813 

426 

13.1 

36.3 

.70 

.11 

1963 

17,218 

2,046 

321 

11.9 

34.2 

.52 

.10 

1962 

13,149 

1,538 

281 

11.7 

34.0 

.39 

.05 

1961 

8,671 

856 

209 

9.9 

22.7 

.22 

.03 

1960 

7,798 

538 

204 

6.9 

15.9 

.14 

.02 

1959 

7,615 

470 

198 

6.2 

15.6 

.12 

.02 

(1)  After  giving  effect  to  50%  stock  distributions  in  October,  1968  and  December,  1967  and  100%  stock  distributions 
in  June,  1963  and  December,  1961. 

(2)  Results,  except  as  to  dividends  per  share,  have  been  restated  to  include  companies  acquired  on  a  pooling  of 
interests  basis. 


Masco  is  headquartered  in  the  Detroit  suburb 
of  Taylor  and  has  research  and  manufacturing 
facilities  in  both  the  United  States  and  Canada 
where  they  produce  single  handle  faucets,  envi- 
ronmental and  other  productsforthe  home  and 
cold  extruded  and  other  precision  industrial 
components  for  the  automotive,  transportation, 
appliance  and  other  industries. 

It  is  Masco's  philosophy  to  provide  greater 
returns  to  its  shareholders  by  providing  superior 
value  to  its  customers  in  markets  with  above 
average  potential  in  sales  and  profits. 

Lasting  growth  is  achieved  by  creating  value. 
We  create  values  by  ourcommitmentto  product 
excellence.  We  emphasize  first,  quality  of  oppor- 
tunity .  .  .  expanding  or  entering  dynamic  mar- 


kets which  challenge  our  skills  and  imagination; 
second,  quality  of  effort  .  .  .  the  commitment 
and  enthusiasm  of  motivated  people;  and  third, 
quality  of  result . . .  the  continuing  development 
of  leading  products  and  services  offering  out- 
standing value.  We  concentrate  our  resources 
in  those  areas  where  we  can  achieve  rapid 
growth  in  sales  and  earnings. 

The  discipline  required  and  challenges  inherent 
in  providing  value  for  our  customers  have  given 
us  dynamic  and  lasting  capabilities  in  vital  areas 
such  as  research  and  development,  engineer- 
ing technology,  manufacturing  and  marketing. 
These  are  assets  that  will  enable  us  to  create 
values  in  the  exciting  and  profitable  new  mar- 
kets that  are  constantly  developing  in  this 
world  of  change. 


\ 


Richard  A.  Manoogian, 
President 

You  are  invited  to  write  for  our  annual  report  to  the  Masco  Corporation, 
21001  Van  Born  Road,  Taylor,  Michigan  48180. 
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Tomorrow's 
**wonder*' 
industries 
are  being 
built  today 


. . .  and  investment  firms, 
such  as  Dean  Witter  &  Co., 
are  helping  provide 
the  financial  muscle  to 
make  them  a  reality. 

All  the  way  from  the  ocean  floor 
to  outer  space,  new  technology 
is  changing  the  world  we  live  in, 
creating  new  jobs  and  oppor- 
tunities. This  growth  often 
depends  on  the  sale  of  corporate 
securities.  And  this  is  an  area 
where  Dean  Witter  can  offer 
extensive  experience.  Last  year, 
Dean  Witter  acted  as  manager, 
co-manager,  or  major  partici- 
pant in  347  corporate  under- 
writings  amounting  to  close  to 
$500,000,000  in  new  capital. 
This  is  just  one  more  reason 
why  we  say.., 

Yoii'i-e  close  to  men  who  know 
when  you  invest  with . . . 

Dean  Witter  &  Co. 

INCORPORATED 

Member  New  York  Stock  Exchange 
SAN  FRANCISCO  •  LOS  ANGELES  •  NEW  YORK  •  CHICAGO 


The  Lean  Years 

The  gas  industry  faces  a  serious  supply  shortage,  but 
Northern  Natural's  Willis  Strauss  means  to  be  ready  for  it 


Last  month  the  warning  signal  went 
up  for  the  U.S.  natural  gas  industry. 
So  says  Willis  A.  Strauss,  47,  president 
of  Omaha's  big  (1.1-billion  assets) 
Northern  Natural  Gas  Co.,  one  of  the 
U.S.'  fastest-growing  pipeline  and 
distribution  companies.  Strauss  cites  a 
recent  American  Gas  Association  re- 
port that  last  year  the  U.S.'  proven 
natural  gas  reserves  decline!  signifi- 
cantl\-  for  the  first  time — from  293 
trillion  to  287  trillion  cubic  feet,  less 
than  15  years'  supply,  and  roughly 
half  the  figure  for  the  mid-Fifties. 

"If  that  red  flag  is  real,"  says 
Strauss,  "we  may  well  be  entering  a 
different  era.  The  problem  is  simply 
that  drilling — and  the  development  ot 
new  gas  supplies — is  not  keeping  up 
with   industry    growth   requirements. ' 

For  Northern,  as  for  every  other  big 
gas  company,  the  threat  of  a  gas 
shortage  strikes  at  the  heart  of  its 
business.  Though  natural  gas  provided 
71?  of  Northern's  $406-million  1968 
sales  and  75%  of  its  $40-million  profits. 
Northern  produces  no  gas.  Instead,  it 
buys  gas  from  others  in  Kansas,  Texas 
and  Oklahoma,  moves  it  north  through 
a  25,000-mile  pipeline  system  to  re- 
tail and  wholesale  customers  in  states 
like  Iowa,  Wisconsin  and  Minnesota. 
Its  contracted  reserves  meet  its  needs 
for  17  years.  "But  it's  not  rdequate 
for  growth,"  Strauss  says,  "and  that's 
what  we're  concerned  with." 

Why    and    Wherefore 

Like  many  nattLral  gas  executives, 
Strauss  blames  the  Federal  Power 
Commission  for  the  squeeze:  "FPC 
regulations  simply  have  not  produced 
rates  at  the  well-head  high  enough  to 
encourage  drilling."  Further,  as  gas 
markets  have  grown  in  producing 
states  like  Louisiana,  Texas  and  Ok- 
lahoma, more  gas  is  being  sold  in 
intrastate  markets,  exempt  from  FPC 
rate  regulation.  And  the  big  oil  com- 
panies have  found  other  U.S.  ventures 
more  profitable  than  drilling  for  gas. 

In  an  effort  to  assure  Northern's 
own  gas  suppK ,  Strauss  a  month  or 
so  ago  came  up  with  a  plan  for  build- 
ing a  S1.4-bi]lion  pipeline  system  tying 
Northern  with  the  gas  fields  of  Alber^i 
and  the  Northwest  Territories.  "By 
moving  gas  into  the  northern  end  of 
our  system,"  Strauss  says,  "we  can 
displace  it  out  down  at  the  southern 
end  and  thereby  provide  gas  to  Great 
Lakes  and  eastern  markets  cheaper 
than  anyone  else." 

Northern    is    in    effect    willing    to 


Strauss  of  Northern   Natural  Gas 

finance  the  development  of  new  re- 
serves for  export  to  the  U.S.  In  Al- 
berta, for  instance,  Northern  will  pay, 
in  advance,  $1  million  for  every  100 
biUion  cubic  feet  of  contracted  re- 
serves. "We're  seeking  up  to  4  trillion 
feet,"  Strauss  says.  'We're  prepared 
to  spend  S20  million  to  $40  million 
in  prepayments  alone  to  get  it." 

With  the  new  pipeline  barely 
launched.  Northern  has  alread\  signed] 
incentive  contracts  with  Canada's! 
Banff  Oil  and  France's  SNPA.  The  I 
two  outfits  hold  80,000  acres  in  Al- 
berta's Strachan-Ricinus  field,  where! 
wildcatters  have  already  made  some! 
significant  new  gas  discoveries;  and! 
Strauss  hopes  these  contracts  may  one| 
day  yield  half  a  trillion  cubic  feet. 

Strauss,  of  course,  is  hoping  fori 
two  things:  1)  that  Northern's  Cana-I 
dian  experience  will  show  it  how  tol 
use  similar  incentives  in  the  U.S.;  and! 
2)  that  the  threatened  gas  shortage! 
will  change  the  regidatory  climate.  [ 
For  example,  he  might  consider  put-l 
ting  Northern  itself  back  in  the  pro-l 
ducing  business,  which  the  companxT 
left  five  years  ago  by  selling  all  its! 
producing  properties  to  Mobil  Oil  for[ 
stock  now  worth  $119  million. 

The    trouble    is    that    under    long-i 
established  FPC  practice,  a  pipeline  I 
company     astute     enough     or    lucky  [ 
enough  to  find  ^as  cheaply  must  self 
it  at  a  price  based  on  its  ov  n  costs 
not  the  area  price  permitted  to  others 
A  change  in  that  policy  might  senc 
Northern  back  into  prospecdng — anc[ 
other  companies  with  it.  ■ 
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lation  means  knowledge  received  and  knowledge  passed  on.  It  means  the  written  word, 
>ult  of  a  calculation,  reasoned  logic,  human  language  translated  into  machine  language,  and 
;rsa.  It  means  Olivetti.  Olivetti  in  information  means  a  whole  philosophy  for  industry  —  the 
h  and  development  of  all  those  forms  of  mechanical,  electrical  and  electronic  equipment 
at  every  level,  and  using  every  available  technique,  create,  process,  convert,  reproduce  and 
jnicate  information  of  every  kind.  Information  travels  through  Olivetti. 


Information 

travels 

through 


•r""  ".•>i[ — ■,-    '  "I," 


nd  manual  typewriters  —  Printing  adding  machines  and  calculators  —  Accounting  machines  —  Microcomputers  —  Ter- 
■  Teleprinters  —  Data  assembly  and  controlled  transmission  systems  —  Magnetic  and  optical  character  automatic  docu- 


She  has  48  hours 
to  get  out  of  town. 


^ 


/ 


Clark  van  carriers  shuttle  containers 
to  a  dockside  loading  crane.  Standing 
27  feet,  they  stack  the  seagoing 
boxes  three  high  for  storage. 


She'll  cast  off  on  time — thanks  to  one  of  the 
world's  most  advanced  materials  handling 
systems. 

This  wharf  in  Montreal  is  the  western  end 
of  a  new  trans-Atlantic  expressway.  It's 
Canada's  first  major  terminal  built  specifically 
to  handle  van  containers.  And  there's  a  match- 
ing operation  3,000  miles  to  the  east  in  Man- 
chester, England. 

To  fully  appreciate  containerized  cargo, 
think  of  the  Scotch  whiskey,  British  sports 
cars  and  Canadian  paper  products  that  used  to 
travel  in  crates  and  bales  of  all  sizes — often 
with  no  protective  packaging  at  all.  Besides 
the  risks  of  damage  and  pilferage,  every  ship- 
ment was  a  different  handling  problem. 

Containers  are  standardized  packages.  And 
with  standardized  handling  equipment  they're 
transferred  quickly  from  trucks  and  railcars 
to  sleek  containerships. 

On  this  loop  from  Montreal  to  Manchester, 
three  ships  each  carry  up  to  500  containers  per 
trip.  Crossing  time  is  6^/2  days.  With  one  ship 
being  worked  at  each  end,  and  one  at  sea,  the 
system  calls  for  48-hour  turnarounds  in  port. 

Six-legged  stevedores 
feed  containerships 

Dockside  handling  is  the  key  to  a  tight 
schedule.  The  mammoth  gantry  crane  un- 
loads an  import  container  and  loads  one  for 
export  every  three  minutes. 

Feeding  the  crane  are  three  Clark  van  car- 
riers, six-legged  stevedores  that  circle  between 
storage  area  and  crane  with  containers  tucked 
between  their  legs.  A  fourth  van  carrier  loads 
containers  onto  flatbed  highway  trucks. 

The  Clark  van  carrier  system  was  selected 
for  its  excellent  mobility  in  tight  quarters,  and 
its  lower  capital  investment.  From  the  same 
company  that  builds  earthmoving  equipment, 
truck  trailers,  axles  and  transmissions,  lift 
trucks  and  commercial  refrigeration  equip- 
ment. Clark  Equipment  Company,  Buchanan, 
Michigan  49107. 
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We're  fathoming 


And  ou''  computer  simulation  techniques  and 

systems  engineering  help  plumb  all  levels  of 

A|^^    I  infsithl^mflhl^      this  new  frontier   Underwater  acoustics  and 

IIIC    III  llall  li^l  I  laii/lwi     communication  Were  also  deep  in  weather 

data  acquisition  and  telemetry 

We  have  systems  coordination  responsibility  for  the 
fleet  ballistic  missile  program,  and  coordinate  many  navi- 
gational accuracy  tests  We  also  integrate  the  systems 
aboard  tracking  ships  used  in  manned  space  flights 

And,  through  our' Sonovision,  we're  learning  to  see 
underwater  with  sound  •—  converting  sonic  impulses  to  a 


These  are  a  few  of  the  systems  enginee' 
management  responsibilities  of  our  wholly j 
ary.  Vitro  Corporation  of  America  | 

Our  other  fields?  Materials  evaluatior: 
destructive  testing    Technical  services    A 
tures  and  industrial  products 

In  all,  we  keep  an  excellent  balance  be  j 
turing  and  service  And —  we  keep  ahead. 

Our  sales  in  1968  were  over  $  1  60. 0(  | 
A  copy  of  the  latest  report  on  our  activities  | 
IS  yours  for  the  asking 
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TV  type  of  visual  picture 


AUTOMATION  INDUSTRIES,  IN' 


1901  Building /Century  City /Los  An.: 


To  the  Rescue! 

Wally  Barnes  ga ve  up  his  la  w  practice  to  save  the 
family  business.  Now  Associated  Spring  is  saved, 
profitable,  growing— and  dominates  its  industry. 


Ks\  PRODUCT  is  taken  for  granted, 
Tiust  be  the  lowly  spring.  It  is 
■ntial  to  nearly  every  mechanical 
ice.  but  outside  of  Bristol,  Conn., 
ily  an>one  knows  who  makes 
ngs.  Bristol  knows,  because  it  is 
home  of  Associated  Spring  Corp.. 
5109  million  in  sales,  the  largest 
ipan\    headquartered  in  that  cit\. 

the  giant  of  its  industry.  "Our 
est  competitor,"  says  President 
Bace    Barnes,    whose    grandfather 

a  company  founder,  "has  about 

million  in  sales." 

uch  dominance  has  brought  ,\sso- 
?d  increased  earnings  every  \ear 
e  1960.   La.st  year's  net  of  S2.85 

share  was  more  than  double 
i's,  and  this  year's  profits  will  set 

another  record.  Associated  is 
Jing  a  new  plant  in  Bristol  and 
mding  rapidly  abroad.  Vet  it  still 
ong-temi  deb*^  of  only  S 1 1  million, 
its  current  asset::  are  nearly  four 
s  current  liabilities.  Not  bad  for  a 
pany  whose  predecessor  started 
nakiiig  watch  springs  and  hoops 
loop  skirts  back  in  1857. 
bout  ten  years  ago,  however,  the 


Governor?  According  to  Conneciicut  newspapers.  Associated  Spring 
President  Wallace  Barnes  will  try  for  the  Republican  nomination  for 
Governor  in  the  1970  election.  Barnes,  a  state  senator  and  minority 
leader  of  the  State  Senate,  will  say  only:  "I've  got  to  make  up  my 
mmd  this  summer  whether  to  run."  Actually,  Barnes  feels  more  at  home 
in  public  and  legal  work  than  in  business.  For  several  generations  his 
family  has  been  first  family  of  Bristol,  Conn.,  where  Barnes  practiced 
law  for  ten  years  before  taking  over  a  major  role  at  Associated  (see 
story).  At  the  time,  he  knew  precious  little  about  the  spring  business.  "The 
only  thing  that  I  had  going  for  me,"  he  says,  "was  that  I  had  learned 
in  my  law  practice  how  to  make  my  way  with  people.  Plus,  as  a  child, 
'  had  grown  up  with   this  business  and  worked  here  during   summers." 


company  was  a  mess.  Profits  had 
fallen  to  roughly  one-tenth  of  last 
year's  $5.4  million,  and  the  share- 
holders were  worried  about  the  com- 
pany going  under.  "That's  why  I  quit 
my  law  practice  after  ten  years  and 
came  into  the  business  full  time,"  says 
Wally  Barnes. 

Too  Easy 

The  reasons  for  Associated's  plight 
were  both  economic  and  historical. 
The  spring  business  had  always  been 
easy  to  enter.  Says  Barnes:  "A  sales- 
man of  ours  could  go  into  business  for 
himself,  buy  a  second-hand  spring- 
making  machine  for  $3,000  and  have 
his  wife  heat-treat  the  springs  in  her 
kitchen  oven."  In  addition,  most 
springs  are  custom-designed,  and  are 
made  after  much  face-to-face  fussing 
with  the  customer.  This  means  that 
.springs  cannot  be  sold  over  long  dis- 
tances. Associated's  own  formation,  in 
fact,  had  only  the  slightest  relation  to 
economics. 

Associated  was  born  in  the  Twen- 
ties by  merging  three  spring  com- 
panies, each  a  leader  in  its  own  part 
of  the  country.  But  beyond  spreading 
the  risk  geographically,  there  was 
little  ad\antage  in  the  merger  except 
the  exchange  of  ideas.  "That  was  im- 
portant, however,"  says  Barnes,  a 
grandson  of  one  of  the  founders. 
"These  men  were  old-fashioned  metal- 
knockers,  the  epitome  of  New  Eng- 
land craftsmen.  Metal  working  doesn't 
excite  you  or  me,  but  it  really  excited 
them.  And  this  mutual  fascination 
with  metal  working  and  springs  was 
all  that  bound  the  original  owners  of 
the  company." 

By  the  late  Fifties  most  of  the 
principals  had  died,  and  their  pro- 
teges were  nnming  the  company  as 
separate  fiefdoms.  Associated  had  lost 
the  creativity  of  its  founders  without 
replacing  it  with  the  modern  manage- 
ment methods  suited  to  the  com- 
pany's $40-million  volume.  There  was 
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This  adverthemenl  is  neither  an  offer  to  sell  nor  a  solicilalion  0/  on  offer  to  buy  any  of  these  Securities. 
This  offering  is  made  only  by  the  Prospectus. 


Ethafi^AI/en 

AMf-RIC^N  TRADITlONAt.  INTKRIOBS 

Kling 

V  C  O  I  O  S  I  A  I 

Baumritter  Corporation 

406,306  Shares 

Class  A  Stock 

($1  Pur  Nalui) 


April  16, 1969 


Price  $45  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Slate  from  only  such  of  the  undersigned 
OS  may  legally  offer  these  Securities  in  compliance  'xith  the  securities  laws  of  such  State. 

Walston  &  Co.,  Inc. 
Blyth&Co.,Inc.    EastmanDillon.UnionSecurities&Co.    GloreForgan.Wm.R.StaatsInc. 
Goldman,  Sachs  &  Co.      Hornblower  &  Weeks-Hemphill,  Noyes      Kidder,  Peabody  &  Co. 

Incorporated 

Paine.Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Wertheim&Co.  White,Weld&Co. 

Incorporaled 

Bache  &  Co.  Bear,  Steams  &  Co.  A.  G.  Becker  &  Co. 

Inrorporated  Incorporated 

Clark,  Dodge  &  Co.         Dominick  &  Dominick,        Francis  I.  duPont,  A.  C.  Allyn,  Inc. 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.        Goodbody  &  Co.        Ladenburg,Thalmann  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co.  Shields  &  Company 

Incorporated  Incorporated 


Paribas  Corporation 


W.  C.  Langley  &  Co. 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  18, 1969 


315,000  Shares 

Ray  Resources  Corporation 


Common  Stock 

m  Par  Value) 


Price  $10  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned 
and  other  nndenuriters  as  may  lawfully  offer  these  securities  in  this  State. 


Bear,  Stearns  &  Co 


Walston  &  Co.,  Inc. 
A.  G.  Becker  &  Co. 

Incorporated 

Goodbodv  &  Co. 


Burnhani  and  Company 


Clark,  Dodge  &  Co. 

Incorporated 

Blair  &  Co,,  Inc.       Butcher  &  Sherrcrd 


Shields  &  Company 

Incorporated 

H.  Hentz  &  Co.      Hirsch  &  Co. 

Incorporated 

Laird,  Bissell  &  Meeds,  Inc.    McDonnell  &  Co.    Rauscher  Pierce  &  Co.,  Inc. 

Incorporated 
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no  EDP  or  marketing  department  a 
next  to  no  research.  "Also,"  s; 
Barnes,  "there  were  no  managemi 
generalists.  Everyone  was  either 
old-time,  slap-you-on-the-back  sa. 
man  or  so  technically  oriente,d  tl 
could  hardh'  say  good  morning  to  ei 
other." 

It  was  then  that  Barnes,  worr 
about  the  family  fortune,  left  his  1 
practice  and  eventually  took  over, 
stake  was  the  Barnes  family's 
interest  in  the  company.  "We  sim 
had  to  fire  many  of  the  old  tigers 
our  first  step,"  says  Barnes,  "anc 
was  prettN  painful." 

Modern   Paraphernalia 

Next  Barnes  introduced  the  ps 
phemalia    of    modern    managemi 
then   started   to   diversify  within 
spring  business.  One-third  of  the  oP 
pany's  sales  depended  on  new  a*- 
mobiles;  so  Barnes,  by  buying  a>> 
parts  distributor  Bowman  Products,  j- 
panded  into  the  replacement  mar:,, 
which  tends  to  run  contracyclicall;  3; 
the  original-equipment  auto  busir^ 
Yet,  it  was  a  related  business  that 
sociated    already   understood.   B. 
also     developed     new     markets  In 
springs    in    defense    and    electroif 
All  in  all,  he  cut  the  new-car  busi 
to  less  than  20?  of  sales. 

At  the  same  time  he  de-emphas  d 
the  kinds  of  springs  that  were    \ 
to  make,  such  as  those  in  ball  i 
pens.     Instead    he    began    to    ; 
springs     that     were     getting    li 
to    make    because    the\'    demai  u 
special  alloys,  or  complicated  die  )i 
had  to  meet  the  requirements  of   h 
high-technology    products    as   si  r- 
sonic    planes.    This    gradually  n  "d 
his     operating     profit     margin     m 
around  75f  to  above   12%.  'The    * 
of  the  business  we  were  concenti  >g 
on,"  he  says,  "were  no  longer  ea  to 
enter."  i 

Toda\  Barnes  is  also  proti  30 
from  big  companies'  diversifying  to 
his  business  by  the  sheer  per\i  *) 
of  springs.  "They  still  can't  be  'W 
at  long  distances,"  he  says.  "^ "?' 
company  that  had  $100  million  ith 
which  to  diversif>  would  take  a  <» 
at  our  business  and  see  that  it  h  to 
build  ten  small  plants  instead  o  nf 
big  one.  Also,  there's  the  s  » 
manpower.  A  .spring-make-  is  ^ 
mechanic,  part  metallurgist.  ^ 
craftsman .  You  can't  learn  it  ii  <>'" 
lege  or  trade  school.  You  have  to  o» 
> our  owni  spring-makers.  Ah  in  a  3iff 
business  is  too  much  of  a  c  o^ 
worms  to  attract  big  outsiders."  IB 

Wally    Barnes    likes    it   that  fH^ 
The  family  fortune  is  more  th  .^ 
cure,  with  Associated  remainii  tu' 
General  Motors  of  an  industr>  tl  ' 
no  Ford.  ■  ■ 


ij 
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Georgia-Pacific:  1968 

Sales  up  15.6%    Income  up  30.9% 
Cash  flow  up  19.1% 


Sales  pa>.*ed  the  l)illion  dollar  level  to 
SL02;i9;30,000.  Up  15.6fc  over  1967. 
Net  earnings,  $76,620,000,  up  30.9^c. 
I  S3. -JO  a  common  .*liare  oonijiared  with 
S2.54  in  1967. )  Cash  flow  of  $138,740,- 
000  exceeded  1967  hy  19.1%  and 
equalled  S6.00  per  common  share. 
-Assets  climbed  to  81,268.890,000. 

Resources:  Sound  resource  planning 
provides  a  strong  basis  for  future 
growth.  During  1968  we  invested  oxer 
837  million  in  timber  and  timberlands. 
275.000  acres  were  added  to  our  fee 
ownership,  bringing  the  total  to  4.500.- 
000  acres.  Harvesting  rights  to  1,500,- 
000  acres  supplement  this. 

Xewly  discovered  gypsum  deposits 
increased  our  reserves  to  172  million 
tons— 100  years  supply  at  present  levels. 
Ownership  of  mineral  rights  on  So^'c 
of  our  timberlands  produced  royalties 
from  natural  gas  and  coal  mining. 

We  aerially  seeded  and  hand  planted 
22,300  acres  of  our  tree  farms.  Research 
continued  development  of  bigger, 
strou'jer.  fa>ter  maturing  timber  cro])S. 


Expansion:  During  1968,  we  invested 
8112  million  in  new  plants,  equipment 
and  modernization.  1969  plans  call  for 
a  $220  million  program.  A  total  of  21 
new  plants  to  produce  plywood,  lumber, 
particleboard,  pulp,  paper  and  chemi- 
cals are  under  construction  or  about  to 
be  started  and  five  existing  plants  will  be 
expanded.  We  will  open  or  modernize  28 
building   product   distribution   centers. 

Distribution:  The  number  of  Company- 
owned  distribution  centers  for  the  sale 
of  building  products  was  expanded  to 
105.  Eight  sales  offices  for  building  spe- 
cialities were  added  bringing  the  total 
in  the  United  States  to  82  offices  dealing 
with  wood,  gypsum,  chemicals,  paper 
and  specialty  products.  G-P  products 
now  are  sold  in  56  foreign  locations. 

Markets:  Markets  for  most  G-P  prod- 
ucts are  excellent.  All  plants  and  mills 
are  operating  at  capacity.  Demand  is 
strong  in  a  number  of  product  cate- 
gories and  continued  improvement  is 
expected  in  the  months  ahead. 

For  a  1968  Annual  Report,  write: 
P.  0.  Box  175,  Pordand,  Oregon  97207 
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24.579 
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29.000 

28.000 

25.000 

24,000 

24,000 

19.000 
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81,268,890,000 

81,145.470.000 

$1,009,710,000 

.S898,030.000 

8782,460,000 

8676,360,000 

8653,470,000 

$507,340,000 

5n  the  nnmber  of  shares  out.standiii;;  at  tlie  end  of  each  year,  assuminj;  conver.sjon  of  all  convertible  preferred  stock,  adjusted  retroactively  for  slock  splits, 
ividends  and  shares  issued  in  poolinjis  of  interest. 

,  where  significant,  to  include  companies  whose  interests  have  been  pooled  with  tlie  corporation. 
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INTRODUCTORY  OFFER 


1000  CARBON  SNAP-APART 
3-PART  REPLY  MEMOS 


With  up  to  5  line  imprint 


18.50 


CORRESPONDENCE  FORMS  IN  CONVENIENT  SNAP 
SET  CONSTRUCTION.  SPACE  FOR  MESSAGE  AND 
REPLY.  ALL  SHEETS  ARE  BONO  PAPER.  COLOR 
SEQUENCE:  WHITE,  CANARY  AND  PINK.  DE- 
TACHED SIZE  81/2"  X  7".  CHOOSE  FROM: 

FORM 

A  -  Ruled;  message  over  reply 

B  —  Unruled;  same  as  above 

C  -  Ruled;  message  next  to  reply 

4  OR  5  LINE 
QUANTITY  PLAIN  IMPRINT 


100 

2.10 

6.10 

SOD 

7.75 

11.75 

1000 

14.50 

18.50 

2000 

14.00/M 

35.00 

5000 

12.85/M 

76.75 

Write  for  Samples  of  Invoices,  Purchase 
Orders,  Bills  of  Lading,  Statements 
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What  Next?  II 


s  a  complex  cnessooara,  out  Aiiegnany 
may  be  making  some  portentous  moves. 


5l6Rocl(away  Ave.,  Valley  Stream,  N.  Y.  11580 

Serving  Accounfanfs  and  Their 

Clienfs  Around  the  World 
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The  acquisition  last  October  of  a 
little  Pennsylvania  trucker,  Spring 
City's  Jones  Motor  Co.,  may  well  Jje 
a  small  but  significant  step  toward 
making  New  York's  Alleghan\  Corp. 
a  \ast  financial  holding  company.  Al- 
leghan\-,  with  S242-inilli()n  assets,  al- 
read\-  controls  Minneapolis'  §1.2- 
billion  Iinestors  Diversified  Sei"vices, 
the  U.S.'  largest  tund  organization, 
which  in  tuni  manages  some  $7.9 
billion  in  assets.  Hut  most  people  as- 
sociate Alleghanx  with  railroads  rather 
than  funds — and  with  good  leason. 

From  the  outside  Alleghan\'  has  al- 
ways looked  like  a  closed-end  trust. 
But  technically,  at  least,  because  of 
its  controlling  interest  first  in  the 
Chesapeake  &  Ohio  and  then  in  the 
New  York  Central,  it  ranked  as  a 
railroad  holding  company  and  there- 
fore was  subject  to  regulation  by  the 
hiterstate  Commerce  (Commission 
rather  ihan  the  Securities  &  Exchange 
Commission. 

But  the  prospect  of  the  Penn  Cen- 
tial  merger  threatened  to  unhinge 
e\er\thing.  First,  the  merger  would 
put  A]leghan>  in  the  uncomfortable 
position  of  maintaining  a  third  of  its 
assets  in  a  compauN  it  could  no  longer 
control.  And  selling  its  Central  hold- 
ings, in  order  to  deploy  its  assets  else- 
wiiere,  would  have  cost  Alleghany  mil- 
lions in  capital  gains  taxes. 

Alleghain  has  long  been  controlled 
by  the  Kirbys — Allan  P.,  now  retired, 
and  his  two  sons,  .\llan  Jr.,  and  l''re(l 
M.,  Alleghanys  current  prc;;ideiit.  II 
-Alleghanx  should  offer  its  stock- 
holders an  opportunity  to  exchange 
its  Central  holdings  for  Alleghany's 
outstanding  common  and  preferred, 
the  company  could  escape  the  capital 
gains  taxes.  If,  in  addition,  the  Kirbys 
themselves  should  tiecline  to  tender 
their  shares,  their  personal  interest  in 
the  company  woukl  rise  from  40%  to 
well  o\er  oO^?. 

This  is  exactly  what  happened  in 
April  19f)6.  With  most  of  its  Penn 
Central  holdings  gone.  Alleghan\  cov- 
ered itself  b\'  registering  with  the  SEC 
as  an  investment  company. 

But  in  solving  cme  problem,  the 
Kirb\s  created  se\c'ral  others.  With 
56'i  of  .Alleghain-  in  Kirby  control, 
it  had  become  a  personal  lu.lding  com- 
pan\ ,  and  as  such  was  subject  to  a  tax 
of  70%  on  its  undistributed  earnings. 
.•\lleglian\  could  limit  the  tax  bite  b\ 
increasing  its  dividends  and.  for  a 
peiiod  at  least,  shelter  its  earnings 
b>  preparing  an  old  ta.\  claim. 

Then,  too,  as  an  investment  com- 
pany Alleghanv  was  prohibited  from 
making  certain  tvpcs  of  investments, 


such  as  in  insinance  companies  or 
other  investment  companies,  and  it 
was  prohibited  from  issuing  various 
kinds  of  convertible  securities  or  even 
stock  options.  x\nd  so  long  as  parent 
Alleghany  was  under  SEC  regulation 
as  an  investinent  companv-,  IDS  in 
tiun  was  limited  as  to  the  tvpes  of 
acquisitions  it  could  make. 

Cutting  Free 

The  Jones  acquisition  promised  to 
resolve  all  of  these  problems  in  a 
single  clean  stroke. 

In  acquiring  Jones  (for  813. .3  mil- 
lion cash)  Alleghany  proposed  not 
simply  to  absorb  the  compan>";  it  also 
proposed  to  take  over  its  franchises, 
operating  rights  and  certificates,  be- 
coming in  effect  a  motor  carrier.  This 
would  clearly  put  it  under  ICC  regula- 
tion, exempting  it — and,  as  a  conse- 
({uence,  IDS — from  regulation  ni  an 
investment  c-ompany. 

In  acquiring  Jones,  Alleghany 
would  also  in  effect  become  an  operat- 
ing company;  and  so  long  as  40%  of 
a  companv's  total  revenues  are  operat- 
ing revenues,  it  is  not  subject  to  taxa- 
tion as  a  personal  holding  companv'. 
With  $-52  million  in  revenues  cs.  .Al- 
leghany's SO  million,  Jones  was  more 
than  enough  to  get  .Alleghany  oft  tliat 
particular  hook. 

Neither  the  ICC  nor  the  SEC  has 
vet  recognized  Alleghanv's  changed 
status;  indeed,  .Alleghany's  stockhold- 
ers got  around  to  approving  the 
change  only  la.st  mouth.  But  it  seems 
only  a  matter  of  time  before  they  will 
tlo  so.  Then  the  question  is:  What 
will  Alleghany  and  IDS  do  with  their 
newlv-won  freedom?  .Alleghany's  boss, 
I'^red  Kirbv,  has  alvvavs  refused  to 
connnit  himself,  but  Wall  Street  has 
whispered  for  years  that  Alleghany 
envisions  the  creation  of  a  vast  finan- 
cial conglomerate,  comprising  not  onlv 
mutual  funds  but  banks  mid  insurance 
companies  as  well.  IDS  is  ahead) 
well  on  the  way  toward  realizing  sucli 
a  dream,  and  .Alleghany's  substantial 
stakes  in  Manulactuiers  Hanover 
Trust  and  Nationwide  Coip.,  a  leading 
insinance  underwriter,  suggests  the 
scale  such  an  operation  would  have. 

"Let  me  emphasize,"  savs  Alle- 
ghany's boss,  Fred  Kirbv,  "that  we 
are  not  thirsting  to  make  an  invest- 
ment or  acquisition  in  a  field  from 
which  the  Investment  Company  Act 
presently  restricts  us.  However,  we 
would  like  to  have  the  freedom  to 
do  so  if  it  seems  advisable." 

It's  a  good  bet  that  once  its  status 
is  settled,  Alleghany  will  indeed  find 
such  a  course  advisable.  ■ 
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Thisyear,  as  in  all  18  previous  years  of  operation,  Transco  will  pipe  additional 
billions  of  cubic  feet  of  natural  gas  to  energy-hungry  metropolitan  areas  and 
other  communities  located  in  1 1  states  along  the  eastern  seaboard. 

To  help  meet  the  needs  of  its  customers  for  increased  quantities  of  gas, 
Transco  will  spend  over$165  million  for  expansion  in  1969.  This  means  more 
miles  of  seagoing  pipe  lines  to  tap  offshore  gas  wells.  More  miles  of  42"  diam- 
eter pipe  line,  the  largest  and  most  efficient  for  long  distance  transport  of 
natural  gas.  Transco  pioneered  in  the  use  of  this  large  pipe. 

Delivering  natural  gas  through  its  multi-paralleled  pipe  line  at  the  lowest 
sales  rates  in  its  marketing  areas,  Transco  measures  up. 

For  a  copy  of  our  1968  Annual  Report,  simply  write  Transcontinental  Gas 
Pipe  Line  Corporation,  P.  0.  Box  1396,  Houston,  Texas  77001. 
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DIRECT  FROM   MANUFACTURER 
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INTRODUCTORY  OFFER 


1\ 


$5.  INTERNATIONAL  CLASSIC^ 

PARKER  PEN 

Brushed  stainless  steel 

One  per  customer 
with  $18.50  order  or  over 


1000  CARBON  SNAP-APART 
3-PART  REPLY  MEMOS 


With  up  to  5  line  imprint 


18.50 


CORRESPONDENCE  FORMS  IN  CONVENIENT  SNAP 
SET  CONSTRUCTION.  SPACE  FOR  MESSAGE  AND 
REPLY.  ALL  SHEETS  ARE  BONO  PAPER.  COLOR 
SEQUENCE:  WHITE,  CANARY  AND  PINK.  DE- 
TACHED SIZE   8>/2-  X  7".  CHOOSE  FROM: 

FORM 

A  -  Ruled;  message  over  reply 

B  -  Unruled;  same  as  above 

C  —  Ruled;  message  next  to  reply 

4  OR  S  LINE 
QUANTITY  PLAIN  IMPRINT 


100 

500 

1000 

2000 

5000 


2.10 

7.75 
14.50 
14.00/M 
12.S5/M 


6.10 
11.75 
18.50 
35.00 
76.75 


Write  for  Samples  of  Invoices,  Purchase 
Orders,  Bills  of  Lading,  Statements 


lOCtTIOD 

tut  Tart  Citi  4  mtiu  Cuiil; 

SO  milt  tidlw  i(  Valli)  Strtin  it.t.  lut  I) 

SO  II  ISO  mile  ritlii  il  «i1ltr  Strelin  (ff   Im  2) 

Elil  11  mitliilppl  Dim 

Iitl  It  miiliilpiil  Dlitr 


ACCOUNTANTS 

SUPPLY  HOVSt: 


What  Next?  I '2 


's  a  complex  chessboard,  but  Alleghany 
m^y  be  making  some  portentous  moves. 


5l6Rockaway  Aver,  Valley  Stream,  N.  Y.  11580 

Serving  Accounfants  and  Their 

Clienis  Around  fhe  World 
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The  .\cquisitio.\  la.st  October  ot  a 
little  Penn.sylvaiiia  trucker,  Spring 
City's  Jone.s  Motor  Co.,  may  well  ,be 
a  small  but  significant  step  toward 
making  New  York's  Alleghain  Coip. 
a  va.st  financial  holding  company.  Al- 
leghany, with  S242-im'lli()n  assets,  al- 
ready controls  Minneapolis'  .$1.2- 
billion  In\est(>rs  Diversified  Services, 
the  U.S.'  largest  fund  organization, 
which  in  turn  manages  some  $7.9  - 
billion  in  assets.  Hut  most  people  as- 
sociate Alleghanx  with  railroads  rather 
than  funds — and  with  good  reason. 

From  the  outside  Alleghany  has  al- 
ways looked  like  a  closed-end  trust. 
lUit  technically,  at  least,  because  of 
its  controlling  interest  first  in  the 
Chesapeake  &  Ohio  and  then  in  the 
\ew  '('ork  Central,  it  ranked  as  a 
railroad  holding  company  and  there- 
fore was  subject  to  regulation  by  the 
Interstate  Cioinmerce  (lonnnission 
rather  than  the  Securities  &  Exchange 
C  Commission. 

lint  the  pro.spect  of  the  Penn  Cen- 
tral merger  threatened  to  unhinge 
e\er\thing.  First,  the  merger  would 
put  Alleghain  in  the  uncomfortal)le 
position  of  maintaining  a  third  of  its 
assets  in  a  company  it  could  no  longer 
control.  And  selling  its  Central  hold- 
ings, in  order  to  deploy  its  assets  else- 
where, would  ha\e  cost  Alleghany  mil- 
lions in  capital  gains  ta.xes. 

.Alleghan\  has  long  been  controlled 
by  the  Kirby.s — Allan  P.,  now  retired, 
and  his  two  sons,  .\llan  Jr.,  and  I'^red 
M.,  .Alleghan\  s  current  pre:;iclent.  II 
.•\lleghany  should  offer  its  stock- 
holders an  opportunitN'  to  exchange 
its  Central  holdings  for  Alleghany's 
outstanding  common  and  preferred, 
the  company  could  escape  the  capital 
gains  taxes.  If,  in  addition,  the  Kirb\s 
themselves  should  tiecline  to  tender 
their  shares,  their  personal  interest  in 
the  company  would  rise  from  40?,  to 
well  over  o(Yi. 

This  is  exactly  what  happened  in 
April  19(-)fi.  With  most  of  its  Penn 
Central  holdings  gone,  Alleghan\-  co\- 
ered  itself  by  registering  with  the  SEC 
as  an  imestment  company. 

But  in  solving  one  problem,  the 
Kirb\s  created  several  others.  With 
56'/  of  .\lleghan\'  in  Kirby  control, 
it  had  become  a  per.sonal  holding  coni- 
pan\,  and  as  such  was  sui)ject  to  a  tax 
of  70?  on  its  nndistribnted  earnings. 
.•\Ileghan\'  could  limit  the  tax  bite  b\ 
increasing  its  dividends  and.  for  a 
period  at  least,  shelter  its  earnings 
b\'  prepaxing  an  old  t;ix  claim. 

Then,  too,  as  an  investment  com- 
pany Alleghany  was  prohibited  from 
making  certain   t\pes  of  investments. 


such  as  in  insinance  companies  or 
other  investment  companies,  and  it 
was  prohibited  from  issuing  various 
kinds  of  convertible  securities  or  even 
stock  options.  And  so  long  as  parent 
Alleghanv'  was  under  SEC  regulation 
as  an  investment  company,  IDS  in 
turn  was  limited  as  to  the  t>pes  of 
acquisitions  if  could  make. 

Cutting  Free 

The  Jones  acquisition  promised  to 
re.solve  all  of  these  problems  in  a 
single  clean  stroke. 

In  ac(iuiring  Jones  (for  Sl.3.3  mil- 
lion cash)  Alleghany  proposed  not 
simply  to  absorb  the  company;  it  also 
proposed  to  take  over  its  franchises, 
operating  rights  and  certificates,  be- 
coming in  effect  a  motor  carrier.  This 
would  clearly  put  it  under  ICC  regula- 
tion, exempting  it — and,  as  a  conse- 
(juence,  IDS — from  regulation  a^  an 
investment  company. 

In  acquiring  Jones,  Alleghany 
would  also  in  effect  become  an  operat- 
ing company;  and  so  long  as  40%  of 
a  companv's  total  reveinies  are  operat- 
ing revenues,  it  is  not  subject  to  taxa- 
tion as  a  personal  holding  company. 
With  ^52  million  in  revenues  f.s.  Al- 
leghany's $9  million,  Jones  was  more 
tluui  enough  to  get  Alleghany  ofl^  thai 
particular  hook. 

Neither  the  ICC  nor  the  SEC  has 
vet  recognized  .Alleghany's  changed 
status;  indeed,  Alleghany's  stockhold- 
ers got  around  to  approving  the 
change  only  last  month.  But  it  seems 
only  a  matter  of  time  before  they  will 
do  so.  Then  the  question  is:  \\hat 
will  Alleghany  and  IDS  do  with  their 
newly-won  freedom?  Alleghany's  boss, 
[•"red  Kirbv.  has  always  refused  to 
conunit  hiin.self,  but  Wall  Street  has 
whispered  for  years  that  Alleghanv 
envisions  the  creation  of  a  vast  finan- 
cial conglomerate,  comprising  not  onlv 
mutual  funds  but  banks  and  insurance 
companies  as  well.  IDS  is  alreadv 
well  on  the  way  toward  realizing  such 
a  dream,  and  .\lleghanv's  substantial 
slakes  in  Manufacturers  Hanover 
Trust  and  Nationwide  Coip.,  a  leading 
insurance  underwriter,  suggests  the 
scale  such  an  operation  would  have. 

"Let  me  emphasize,"  says  Alle- 
ghain's  boss,  Fred  Kirby,  "that  we 
are  not  thirsting  to  make  an  invest- 
ment or  accjuisition  in  a  field  from 
which  the  Investment  Company  Act 
presentlv  restricts  us.  However,  we 
would  like  to  have  the  freedom  to 
do  so  if  it  seems  advisable." 

It's  a  good  bet  that  once  its  status 
is  settled,  Alleghany  will  indeed  find 
such  a  course  advisable.  ■ 
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Thisyear,  as  in  all  18  previous  years  of  operation,  Transco  will  pipe  additional 
billions  of  cubic  feet  of  natural  gas  to  energy-hungry  metropolitan  areas  and 
other  communities  located  in  1 1  states  along  the  eastern  seaboard. 

To  help  meet  the  needs  of  its  customers  for  increased  quantities  of  gas, 
Transco  will  spend  over  $165  million  forexpansion  in  1969.  This  means  more 
miles  of  seagoing  pipe  lines  to  tap  offshore  gas  wells.  More  miles  of  42"  diam- 
eter pipe  line,  the  largest  and  most  efficient  for  long  distance  transport  of 
natural  gas.  Transco  pioneered  in  the  use  of  this  large  pipe. 

Delivering  natural  gas  through  its  multi-paralleled  pipe  line  at  the  lowest 
sales  rates  in  its  marketing  areas,  Transco  measures  up. 

For  a  copy  of  our  1968  Annual  Report,  simply  write  Transcontinental  Gas 
Pipe  Line  Corporation,  P.  0.  Box  1396,  Houston,  Texas  77001. 
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When, 
youneeda 

Philaclelphia  bank 

for  business, 

consider  the  bank 

that  handles 

Its  own  business 

so  well. 
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EARNINGS 


DIVIDENDS 


1950 


1355 


1960 


1965      1968 


Fidelity  has  the  longest  record  of 
consecutive  increases  in  net  operat- 
ing earnings  per  share  of  any  major 
bank  in  the  U.S.  Our  earnings  have 
increased  every  year  since  li).">l.  For 
the  period  1957-1967,  Fortune 
ranked  us  .second  among  the  top  50 
U.S.  commercial  banks  in  o[)erating 
earnings  growth  pel-  share  (8.89'^  ) , 
and  third  in  earnings  as  a  per  cent 
of  capital  funds  (13.8%).  No  other 
Philadelphia  bank  ranked  in  the  top 
10  in  either  category.  In  1968,  re- 
tuin  on  shareholder's  equity  climbed 
to  14.8';. 

LOANS 

!0 


1955 


1960 


1965      1968 


Fidelity  continues  to  increase  its 
share  of  the  lending  market.  Total 
loans  —  commercial,  personal  and 
mortgage  —  have  increased  904% 
over  the  last  eighteen  years. 
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DEPOSITS 


1950 


1955 


1960 


1965   1968 


Dividends  have  been  increased  in  10 
of  the  last  11  years.  During  this  pe- 
riod, total  payments  increased  140% 
— from  $2.00  (adjusted  for  a  two- 
for-one  split  in  1960)  to  $4.80  a 
shai-e.  We  have  just  raised  our  leg- 
ular  dividend  rate  by  20%. 
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The  Fidelity  Bank  has  increased  its 
number  of  bianch  offices  in  our  au- 
thoiized  banking  aiea  —  Philadel- 
phia, Bucks,  Delaware  and  Mont- 
gomery Counties  —  from  two  to 
sixty-one  in  the  past  eighteen  years. 
Four  more  are  planned  for  this  year. 
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In  1968,  for  the  first  time  in 
Fidelity's  history,  total  deposits 
averaged  over  $1  billion  every 
month.  This  caps  a  nearly  500%  de- 
posit inciease  since  1950,  and  com- 
pares with  a  deposit  increase  of 
118%  for  the  911  banks  in  oui'  Fed- 
eral Reserve  District.  The  numbei- of 
our  deposit  accounts  has  incieased 
nearly  twenty  times  over  this  period. 


TRUST  ASSETS  ADMINISTERED 
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Trust  assets  under  the  administia- 
tion  of  our  Trust  Department  have 
moi-e  than  trebled  over  the  eigh- 
teen yeais,  and  now  amount  to  $3.7 
billion. 


THE  FIDELITY  BANK 

Pnilaaelphia,  Pa  19109 
Men'tOer  federal  Deoosit  insurance  Corporalion 

NOW  the'wholly  owned  subsidiary  of 

FIDELITY  CORPORATION  OF  PENNSYLVANIA 

Fidelity  Bank's  Inlernalional  Subsidiaries  and  Affiliates 

Fidelity  International  Corporation,  Philadelphia  •  American  International  Bank,  New  York 
Henry  Ansbacher  &  Co.,  Ltd.,  London  •  Banque  Europ6enne  De  Financement,  Paris 
Business  Associations  S.A.,  Geneva  •  Balthex  International,  Inc.,  Philadelphia 
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Faces  Behind  the 


Charles  H.  Revson 


"The  Stock  Market  Bores  Me" 

Five  years  have  passed  since 
Charles  H.  Revson,  now  62,  found- 
er-genius (,{  Revlon,  Inc.,  last  talked 
to  the  press.  On  that  occasion  he 
was  extolling  the  beginning  of  a 
diversification  program  that  even- 
tualK  took  Re\lon  beyond  its 
original  cosmetics  field  and  into 
women's  clothes,  artificial  flowers, 
shoe  polish,  drugs,  plastic  bottles 
and  household  products.  Once  the 
diversification  got  under  way.  Rex- 
son  stopped  talking. 

Until  this  month,  that  is.  Look- 
ing considerabh  older,  but  no  less 
testy,  the  cosmetics  king  said: 
"We've  had  it.  That  whole  busi- 
ness is  done;  its  over.  We  are  not 
running  a  hospital  here.  It's  not 
our   desire   to   heal    the   wounded. 


We've  gotten  rid  of  everything 
else  except  the  drugs,  which  I 
love,  and  we  won't  buy  anything 
again,  either,  unless  we  know  in 
advance  that  it's  ver\  well  orga- 
nized, staffed  in  depth  and  \ery 
profitable." 

So  much  for  Revlon's  diversifica- 
tion. Actually,  Revson's  heart  was 
never  really  in  it.  He  seemed  to 
diversify  only  because  people 
around  him  told  him  he  should,  that 
it  was  the  thing  to  do.  E\er  since 
he  mixed  his  first  batch  of  nail  polish 
in  a  New  York  garment-center 
loft,  Rewson  has  never  realh'  been 
interested  in,  or  good  at,  anvthing 
other  than  making  and  selling  cos- 
metics. Although  he  is  absolute 
ruler  of  a  major  (1968  sales:  $314 
million)  enteiprise,  Re\son  is  more 
showman  than  businessman.  "1  don't 


like  figures,"  he  admits,  "though  I  do 
watch  profits.  But  we  simply  are  not 
iui  ITT  or  a  Litton.  The  stock 
market  bores  me.  I  hire  people 
to  worry  about  it." 
.  "But  talk  about  newcomers  to  the 
cosmetics  business,  and  Revson  gets 
hot  under  the  collar.  That's  his  pre- 
serve. He  plans  to  cause  plenty 
of  trouble  for  anyone  trying  to 
move  into  it.  And  plenty  of  people 
have:  Bristol-Myers  with  its  Clairol 
line,  British-American  Tobacco  with 
its  Yardley  line  and  most  recently 
Smith  Kline  &  French  with  its 
Love  cosmetics. 

Lounging  back  on  a  velvet  chair 
in  one  of  the  three  elaborate  sitting 
rooms  in  Revlon's  lavish  New  York 
offices,  Revson  details  with  relish 
the  fate  he  thinks  is  in  store  for 
his  newer  competitors.  "Sure,  it's 
possible  for  someone  to  barge  in  and 
get  5%  of  the  market,"  he  says,  add- 
ing slyly,  "but  he  isn't  looking  at 
how  much  it's  costing  him.  Besides, 
a  share  of  market  in  this  business 
can't  be  kept  with  one  splash;  you 
can't  just  lay  out  a  campaign  for  a 
year,  farm  out  your  production  [as 
SKF  does  with  its  Love  line]  and  sit 
back  and  wait  for  the  money  to 
pour  in.  There  is  much  more  to 
this  business  than  simply  cute  ad- 
vertising. Revlon  has  been  in  this 
business  for  a  long  time  and  in- 
tends to  stay  in  it.  You  have  to 
have  total  control  over  everything 
— \our  advertising,  distribution, 
promotion,  production." 

To  keep  Revlon's  cosmetic  lines 
on  the  mo\e,  Revson  sa\s  he  has 
used  General  Motors  as  a  guide. 
"In  the  past  five  or  six  years  we've 
taken  great  pains  to  set  up  our 
\  arious  lines  of  cosmetics,"  he  says. 
"They  are  all  encouraged  to  com- 
pete with  one  another;  they  have 
their  own  budgets  and  their  own 
advertising  plans,  and  they  go 
after  their  own  segment  of  the 
market.  Only  we  don't  sell  Chev- 
rolets.  The  bottom  of  our  line  is 
Pontiac  and  from  there  on  up." 

In  keeping  with  his  new  de- 
termination to  stick  to  cosmetics, 
Revson  plans  soon  to  make  a  sym- 
bolic mo\  e.  He  is  mo\  ing  his  home 
from  the  rather  impersonal  Wal- 
dorf Towers  into  the  late  Helena 
Rubinstein's  sinnptuous  30-room 
three-stor\  penthouse  cooperative 
apartment  on  Park  Avenue.  But, 
of  course,  he  is  having  it  entirely 
redecorated  before  moxing  in.  ■ 
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from  fumes 


to  fragrances 


OP  has  a  piece  of  the  action  in  your  life. 


We've  all  got  problems,  right? 

Los  Angeles,  Chicago,  your  own  home 
town,  your  own  industry  want  to  quit 
smoking  and  smogging.  Pollution  problems. 

Your  wife  ponders  which  of  a  thousand 
scents  will  accentuate  her  personality. 
That's  her  problem. 

UOP  wants  to  help  you  understand  that 
many  of  your  problems  are  our  problems. 

UOP  is  a  company  with  a  nose  for  the 
new.  A  sense  of  now.  A  driving  scientific 
curiosity. 

Against  air  pollution  UOP  Air  Correction 
Division  offers  the  widest  variety  of  equip- 
ment to  control  solid  and  gaseous  pollu- 
tants. Entire  systems  for  air  control, 
industrial  or  urban,  have  been  developed. 
Consultation,  source-testing,  start-up 
assistance  are  all  part  of  UOP  Air  Correc- 
tion's service. 

On  the  sunnier  side,  you  might  be  sur- 
prised to  know  that  UOP  makes  fragrance 
compounds  for  use  in  sexy  perfumes,  toi- 
letries, cosmetics.  Very  likely  the  famous 


name  perfume  your  wife  uses  gets  its  magic 
from  a  compound  developed  by  UOP 
Fragrances. 

From  fumes  to  fragrances  is  just  one 
band  in  UOP's  creative  spectrum.  Remem- 
ber Platforming"'?  UOP  Process  Division 
did  it:  designed,  engineered  and  perfected 
this  and  other  revolutionary  processes  for 
refining  high-energy  fuels. 

And  Universal  Oil  Products  Company 
is  also  poking  its  nose  for  the  new  into  such 
areas  as  air  and  ground  transportation 
equipment,  fabricated  metal  products, 
plastic  laminates,  advanced  petroleum 
processes. 

No  end  in  sight.  Whoever  you  are,  UOP 
has  a  piece  of  the  action  in  your  life. 
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A  place  for  the  magic  in  research 

You  can  organize  research  in  the 
regular  way: 

Along  the  tight  lines  of  single  find 
separate  disciplines. 

Or  you  can  try  to  break  down  the 
mental  boundaries  and  establish  an  intel- 
lectual  melting  pot. 

At  Plcasanton,  California,  we  are 
opening  a  new  Center  for  Technology. 

We  call  it  interdisciplinary  in  the 
sense  that  scientists  from  many  different 
fields  will  think  and  work  together. 

In  this  atmosphere  of  synergism  and 
mutual  mind-rubbing,  we  hope  to  create  an 
environment  for  the  magic  in  research. 

For  inspiration  seems  to  strike: 
-when  two  seemingly  unrelated  facts 
are  unexpectedly  combined; 

-  when  the  thoughtstream  of  one  area 
is  imaginatively  applied  to  another; 

-when  the  need  in  one  field  is  an- 
swered by  an  insight  coming  in  from 
"left  field." 
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ALUMINUM  &  CHEMICAL 
COR  pa  RATION 

'The  Corporation  as  a  Creative  Environment"  is  the  subject 

of  an  issue  of  Kaiser  Aluminum  News.  For  a  free  copy,  write 

Kaiser  Aluminum  &.  Chemical  Corp.,Dept.R-2,  Kaiser  Center, 

300  Lakeside  Drive,  Oakland,  California  94604. 
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Girl  Fabcrgc  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  haif-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it.  ' 

Forbes:  capitalist  tool 
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Donald   N.   Pritzker 


Gold  Mine—wifh   Beds 

FoKCET  gold  mine;  buy  hotel. 
We're  paraphrasing  Donald  N. 
Pritzker,  the  chunk)  36-\ear-old 
president  of  H>  att  CJorp.  As  operator 
of  the  fifth-largest  hotel  chain  in  the 
U.S.,  Pritzker  was  explaining  to 
Forbes  why  he  thinks  hotels  are 
the  best  kind  of  gold  mine.  "I 
wouldn't  be  surprised,"  he  says,  "if 
S45  a  night  became  the  average 
room  rate  at  first-class,  big-city  ho- 
tels before  many  years  pass." 

That  s  quite  a  jump  from  today's 
average  of  about  $32  for  the  kind 
of  room  Pritzker  has  in  mind.  \V^h\ 
such  an  increase?  Supply  and 
demand,  Pritzker  explains.  Or, 
rather,  demand  without  supply. 
The  growth  of  business  and  tourist 


travel  assures  the  growing  demand; 
the  high  cost  of  building  and  fi- 
nancing and  the  lack  of  good  sites 
will  trim  the  supply.  The  result, 
he  argues,  can  only  be  a  gold  mine. 
"It's  staggering  how  much  more 
profit  there  is  in  raising  room  rates 
than  in  building  a  new  hotel.  If 
you  increase  the  rate  by  $2  in  a 
hotel  that  rents  800  rooms  a  day 
on  average,  that's  $1,600  more  a 
day.  It's  $48,000  a  month.  It's 
$600,000  a  year.  And  it's  almost 
pure  profit.  Think  of  how  much 
hotel  you've  got  to  build  to  net  the 
same  $600,000  when  you  start  from 
scratch  with  all  the  costs  of  build- 
ing." With  60  hotels,  an  increasing 
number  of  them  first  class  and  big 
city,  Hyatt  Corp.  will  be  doing  its 
share  of  rate-raising. 


The  Pritzker  family  is  making 
money  coming  and  going.  Hyatt 
Coip.,  a  public  company  of  which 
the  family  owns  41%,  operates  the 
60  hotels.  They  include  Atlanta's 
Regency  Hyatt  House,  Chicago's 
Water  Tower  Hyatt  House,  and 
Los  Angeles'  Wilshire  Hyatt  House. 
In  the  past  few  years  it  has  built 
or  is  building  new  hotels  in  San 
Francisco  and  Chicago  and  on  the 
Monterey  Peninsula.  It  has  pur- 
chased existing  hotels  in  Los  An- 
geles, Oakland  and  Albany.  Most 
of  the  major  properties  belong  to 
the  family-owned  Hotel  Equities 
Corp.  A  separate  company,  Hyatt 
International,  has  just  joined  with 
Bernie  Cornfeld's  Investors  Over- 
seas Services  to  build  a  chain  of 
hotels  around  the  world. 

It's  a  case  of  the  family  keeping 
the  milk  but  sharing  the  cream  with 
outside  stockholders.  Lately,  there 
has  been  plenty  of  cream.  Since 
it  was  spun  off  from  Hotel  Equities 
in  1967,  Hyatt  Corp.  revenues 
have  climbed  from  $16  million  to 
$66  million,  profits  from  21  cents 
a  share  to  73  cents  a  share.  Along 
with  other  fiotel  stocks,  Hyatt 
(traded  over  tlie  counter)  has 
soared  from  4/4  to  36  recently. 

The  Pritzker  family  has  made  a 
handsome  paper  profit  in  the 
shares.  It's  only  .small  change  to 
them,  however.  The  fami'y,  be- 
sides its  Hotel  Equities,  is  in 
timber  (in  the  South  and  West), 
manufacturing  (tfie  Marmon 
(Jroup),  ready-mix  concrete  (Chi- 
cago) and  real  estate  (Puerto 
Rico).  Estimated  total  value: 
$500  million.  Don,  who  went  to 
Harvard  and  the  University  of  Chi- 
cago Law  School,  is  one  of  five 
Pritzkers  active  in  the  businesses. 
The  others:  brothers  Jay  and  Rob- 
ert, father  Abram,  uncle  Jack.  The 
family  got  its  start  after  World 
War  II  by  moving  into  promising 
situations  spotted  by  lawyer  Abram. 

We  reminded  Pritzker  it  wasn't 
.so  long  ago  that  hotel  stocks  were 
a  drug  on  the  market.  Could  history 
repeat,  say,  five  years  from  now? 
"It  could, "  he  said.  "It  could  get 
saturated  again."  Which,  of  course, 
is  the  beauty  of  the  Pritzker  fam- 
ily's operation.  In  a  boom,  the 
family  shares  the  soaring  take  with 
its  public  stockholders;  in  a  slump, 
it  continues  to  take  in  the  rents 
from  the  properties  leased  to  the 
public  company.  ■ 
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Faces  Behind  the  Figures 


John  D.   Gray 


More    Ways    Than    One 

Jack  Gray's  performance  as  pres- 
ident of  Hart  Scliattner  &  Marx  has 
been  as  liandsonie  as  one  of  his 
company's  $250  suits.  In  ei^ht  years 
lie  (juadrupled  profits  of  the  nien's- 
wear  manufacturer  and  retailer  to 
$1.87  a  share,  lifted  its  return  on 
equity  from  6.6%  to  15.5%  and 
more  than  tripled  sales  to  $308  mil- 
lion. Hart  Schaflner  stock,  which 
sold  at  a  takeover-tempting  50'? 
of  book  value  in  1960,  now  sells 
at  three  times  book  and  some  19 
times  earnings. 

The  biggest  contributor  to  this 
revival  was  Gray's  retail  acquisi- 
tions, which  helped  him  build  a 
chain  of  205  upper-bracket  men's- 
wear  stores  under  such  names  as 
Wallachs  (New  York),  Raskin 
(Chicago)  and  Silverwoods  (Los 
Angeles),  with  annual  sales  of  over 
$200  million.  But  now  the  Justice 
Department  is  crimping  Gray's 
style  by  suing  for  divestiture  of  44 
stores  acquired  in  the  last  three 
years.  Is  the  company's  future, 
then,  imperiled?  Ciray  says  no.  If 
he  can't  buy,  he  still  can  build. 

"We're  opening  17  more  stores 
this  year,  20  in  1970  and  25  in 
1971,"  lie  says.  "That's  more  stores 
than  we  bought  and  opened  in  the 
three  years  preceding  that.  Actually, 
the  stores  we  open  ourselves  in 
many  cases  are  more  profitable,  be- 


cause many  we  acquired  had  to  be 
7nach'  profitable." 

And  the  Government  hasn't  closed 
the  door  on  all  acquisitions.  "We 
expect  to  continue  to  expand  our 
manufacturing  facilities,"  says  Gray. 
"Besides,  we  can  expand  into  the 
women's  retail-store  field.  We're 
buying  the  five  Charles  A.  Stevens 
specialty  stores  in  Chicago,  and 
we're  looking  at  some  others." 

Isn't  there  always  the  danger  the 
Government  might  seek  divestiture 
of  all  his  retail  stores?  "No,  no, 
no,  no,"  answers  Gray.  "Oh,  if  we 
mishandle  ourselves,  anything  can 
happen.  But  we're  not  going  to." 
He  says  of  the  federal  lawsuit: 
"This  only  tests  our  ingenuity  a 
little."  ■ 


Mess-Straightener? 

Tiui  urban  transportation  mess  is 
something  e\'erybody  talks  about 
but  nobody  does  much  about. 
While  cities  choke  on  traffic,  gov- 
ernments build  more  highways  to 
attract  more  cars;  other  forms  of 
transportation  get  the  scraps,  if 
anything.  The  Nixon  Administra- 
tion, like  its  immediate  predecessors, 
recognizes  the  problem.  It  has  ap- 
pointed a  new  assistant  secretary 
of  transportation  for  mass  transit. 
Will  anything  happen?  It  remains 
to  be  seen,  but  Nixon's  man  is  more 


than  a  routine  appointee. 

His  name  is  James  D'Orma  Bra- 
man,  and  he  was  Mayor  of  Seattle 
until  March.  Before  going  into  the 
city  government,  Braman  ran  a 
profitable  lumber  business.  As  may- 
or, he  tackled  Seattle's  transport 
problems  with  a  vengeance.  He 
proposed  a  $820-million  bond  issue 
mainly  to  develop  Seattle's  rapid 
transit,  highways  and  parks.  The 
public  was  staggered  by  the  size 
(Seattle's  previous  biggest  bond 
package  was  only  $31  million),  but 
bought  the  basic  idea;  the  voters 
approved  about  40%  of  the  plan  to 
the  tune  of  $320  million 

Braman,  a  businessman  more 
than  a  politician,  appreciates  the 
importance  of  transportation.  "The 
transportation  mess  is  one  of  the 
big  reasons  the  cities  are  in  trouble," 
he  says.  "It  locks  people  into  the 
ghettoes — and  out  of  jobs.  It's  my 
job  in  Washington  to  persuade 
Congress,  the  public  and  the  Gov- 
ernment of  this.  I'll  get  more  fed- 
eral money  for  buses,  railroads, 
terminals  or  I'll  bust  trying. 

"As  soon  as  we  can  get  Vietnam 
and  our  unbalanced  foreign  com- 
mitments straightened  out,  the  Fed- 
eral Government  is  going  to  have  to 
put  that  marvelous  withholding  tax 
system  to  work  for  the  cities.  The 
cities  can't  possibly  do  it  for  them- 
selves. Most  of  them  are  at  the  end 
of  their  taxing  powei-  right  now."  ■ 


James  D'O.  Braman 
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Just  printed 

'A  New  Look  at  Growth" 


lis  48-page  booklet  brings  you 
ii  facts  about  64  smallish 
)mpanies  that  look  to  us  like 
j-and-coming  growth  stocks.  We 
ink  many  could  double  earnings 
the  next  5  years— and  some 
)uld  tripje.  If  you'd  like  a  free 
}py,  send  us  the  coupon  below. 

e  describe  each  company  in  about 
PO  words— enough  to  give  you  a 
bte  of  Its  record,  products, 
impetitive  position,  and  prospects, 
ere's  also  a  chart  showing  the 
ce  of  the  stock  for  the  last  10  years 

the  first  quarter  of  1969. 
The  back  of  the  booklet  has  a 
ndy  statistical  section  that  covers 
64  companies.  It  shows  earnings 

share  in  '67  and  '68,  annual 
idend  rate,  recent  price,  number 
shares  outstanding,  and  the  P/E 
0  based  on  '68  earnings. 

ly  we  took  a  new  look  at  growth 

ngs  have  changed. 
t  used  to  be  that  practically  all  you 
ded  to  sniff  out  a  growth  stock 


was  a  good  nose  for  technology. 
Xerox  smelled  good  to  some  people. 
Polaroid  smelled  good  to  others. 
And  sure  enough,  both  rose  higher 
than  a  souffle  at  Pavilion. 

But  technology's  not  enough 
anymore.  The  time  has  come,  as  the 
Walrus  said,  to  speak  of  many  things. 
Like  marketing.  And  management. 
And  even  of  specialization. 

It  may  seem  odd  in  this  age  of 
conglomerates,  but  some  companies 


got  into  our  booklet  mostly  because 
they  specialize  so  profitably. 
Certain  software  companies,  for 
example. 

Why  we  left  out  the  giants 

We  wanted  companies  that  could 
show  dramatic  gains  in  earnings. 
That's  a  lot  easier  for  Davids  than 
forGoliaths. 

During  the  last  five  years,  for 
example,  about  half  the  companies 
in  our  booklet  increased  their 
earnings  by  10  to  30  percent  a  year. 

Some  have  boosted  earnings  by 
over  70  percent  a  year.  That's  no 
guarantee  of  future  performance, 
but  it  sure  sounds  encouraging, 
doesn't  it? 

Although  we  focused  on  growth, 
we  didn't  forget  about  quality.  Among 
others,  we  left  out  companies  with 
spotty  earnings  records,  limited 
marketability  for  their  shares,  and 
relatively  weak  financial  positions. 

We  put  a  lot  into  this  booklet.  We 
hope  you  get  a  lot  out  of  it. 


^ 


MERRILL  LYNCH, 
PIERCE,  FEIMNER  &  81 
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To:  Merrill  Lynch,  P.O.  Box  333 

Wall  Street  Station,  New  York,  N.Y.  10005 

Please  send  me  "A  New  Look  at  Growth— Companies 
with  Sales  of  Less  Than  $100  Million." 

Mr. 
Mrs 
Miss 


Address - 
City 


(P|.?3S»  print) 


State- 


.  Phone- 
Zip 
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"We  Schmaltzed  the  Place  Up" 

As  RECENTLY  iis  late  1967,  Larry 
Ellman  was  just  another  New  York 
restaurateur,  operating  a  place  on 
West  45th  Street  called  The  Cattle- 
man. Today,  less  than  a  year  and 
a  half  later,  Ellman  is  operating 
115  restaurants  scattered  across  the 
nation,  plus  a  meat-packing  plant 
and  a  poultry  concern. 

A  42-year-old  graduate  of  the 
New  York  University  School  of 
Commerce,  where  he  majored  in 
accounting,  Ellman  went  into  the 
restaurant  business  in  1959.  Then 
he  bought  a  small  place  called 
Hutton's  that  was  taking  in  about 
$400,000  annually.  More  showman 
than  heir  to  EscofiBer,  he  made  the 


Larry  Ellman 


place  a  steak  joint,  changed  the 
name  to  The  Cattleman,  promoted 
it  like  mad,  and  boosted  revenues 
to  $1.8  million. 

Flushed  with  success,  he  took 
over  the  venerable  but  ailing  Long- 
champs  chain,  a  publicly  owned 
company,  bought  new  restaurants 
right  and  left  and  expanded  it  to 
revenues  of  about  $75  million,  50% 
of  it  in  New  York  City. 

Sensational  as  the  expansion  of 
Ellman's  operation  has  been,  his 
methods  are  creating  even  more 
comment — and  not  all  favorable. 
Many  New  York  restaurant-goers 
look  upon  Ellman  as  a  cross  be- 
tween Attila  the  Hun  and  Lucretia 
Borgia.  They  accuse  him  of  de- 
stroying the  character  of  the  res- 
taurants he  buys  and  lowering  the 
quality  of  the  food  and  the  service. 
Retorts  Ellman:  "We  don't  create 
our  restaurants  for  people  who  eat 
in  gourmet  restaurants.  They  are 
restaurants  for  the  masses,  where 
the  atmosphere  is  not  forbidding, 
where  the  customers  are  not  over- 
whelmed by  maitre  d's  and  cap- 
tains." 

What  he  did  with  Longchamps 
is  characteristic  of  his  methods. 
Longchamps  was  a  staid  old  chain, 
tastefully  decorated  by  the  stan- 
dards of  the  Thirties,  with  better- 
than-average  food  and  service.  It 
had  revenues  of  about  $9  million 
and,  in  Ellman's  words,  it  was 
"nominally  profitable."  Says  Ell- 
man: "Those  restaurants  were  for 
older  people.  They  didn't  have  an 
exciting  image.  They  had  no  food 
specialty. "  He  took  one  Long- 
champs on  49th  Street,  converted 
the  place  to  a  steak  house,  and 
changed  the  name  to  The  Stock- 
yards. Ellman  took  another  Long- 
champs on  lower  Fifth  Avenue, 
repainted  it  a  blazing  green  and 
yellow,  and  changed  the  name  to 
Steak  &  Brew.  "As  Longchamps, 
that  restaurant  was  serving  two 
meals  a  day  and  taking  in  $12,000 
to  $13,000  a  week.  It's  now  serv- 
ing dinner  only  and  taking  in  $25,- 
000  a  week." ' 

After  redecorating  a  restaurant, 
changing  the  name,  and  revising 
the  menu  in  order  to  create  a  new 
image,  Ellman  normally  launches 
it  with  advertising  campaigns  in 
the  Ncic  York  Times  and  the  New 
York  Post  that  almost  blind  the 
reader — full-page  ads  tha'.  posi- 
tively blaze.  He  says:  "I  launch  a 


restaurant  the  way  any  manufac- 
turer launches  a  new  product. 
That's  all." 

-  Every  Ellman  restaurant  has  a  ' 
merchandising  gimmick  of  some 
kind.  Says  Ellman,  "We  prefer  to 
.Sity  we're  presenting  a  merchandis- 
ing package."  Cavanaugh's,  an  old, 
famous  steak  house  that  Long- 
champs, Inc.  bought,  has  what  he 
calls  "an  honor  system  on  drinks." 
If  a  customer  asks  for  a  scotch  and 
soda,  the  waiter  brings  him  a  glass, 
a  bowl  of  ice,  a  bottle  of  scotch, 
and  soda.  He  mixes  his  own.  After 
dinner,  the  waiter  accepts  his  word 
for  how  many  he  downed.  "If  the 
man  says  three,  maybe  he  really 
had  four  or  even  five,"  says  Ell- 
man. "We  take  his  word.  It  makes 
people  feel  good  to  think  they're 
putting   something   over  on  you." 

Charles,  in  Greenwich  Village, 
was  once  a  distinguished,  indeed 
an  elegant,  French  restaurant,  Ell- 
man gave  it  "Hello  Dolly "  decor. 
In  his  owm  words,  "We  schmaltzed 
the  place  up."  He  says  business  has 
risen  nearly  50%  and  is  "still  mov- 
ing ahead." 

Ellman  has  a  nightclub  called 
the  Riverboat  where  a  man  can 
eat  and  drink  everything  he  wants 
for  $9.95,  another  called  the 
Downbeat,  where  a  man  can  eat 
and  drink  himself  into  uncon- 
sciousness for  $8.95.  "When  a  man 
takes  a  girl  there,  he  knows  ex- 
actly what  it's  going  to  cost,"  Ell- 
man explains.  "He  doesn't  have  to 
keep  adding  up  the  bill  mentally 
every  time  she  orders  a  drink." 

The  oldest  axiom  of  the  saloon 
business  is  "There's  no  such  thing 
as  free  lunch."  When  Ellman 
hands  out  cigars  and  brandy  and 
pours  white  and  red  wine,  it 
doesn't  appear  on  the  check,  but 
Ellman  isn't  really  giving  anything 
away  free.  His  theory  of  running  a 
restaurant  is  that,  while  the  cus- 
tomer may  realize  this  intellectual- 
ly, emotionally  he  gets  a  bang 
when  he  orders  another  drink, 
knowing  it  won't  increase  his  bill. 

It's  a  theory  that  has  proved 
immensely  profitable — for  Ellman. 
When  he  bought  60,000  shares  of 
Longchamps,  (12%  of  the  outstand- 
ing), the  stock  was  selling  at  3  to 
4.  It's  now  selling  in  the  high  20s 
even  though  increased  revenues 
have  not  >  et  produced  much  in  the 
way  of  earnings  because  of  the 
high  costs  of  fast  expansion.  ■ 
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^Gain  Again 
For  Forbes 


BES  continues  to  run  counter  to  the  trend 
16  business  magazine  field.  During  the  first 
ler  of  1969,  FORBES  was  up  12%  in  adver- 
g  pages  over  the  same  period  last  year,  while 
ness  magazines  as  a  whole  were  down  11%. 

's  the  record  for  the  three  major  business 
lazines: 


Jan.-March 

1969 

vs. 

Jan.-March 

1968 

Ad 

Ad 

Pages 

Revenue 

usiness  Week 

Down  12% 

Down  1% 

)rtune 

Down  18% 

Down  2% 

)RBES 

UP       12% 

UP    27% 

The  fastest  growing  magazine  in  its  field, 
FORBES  has  already  passed  Fortune  in  circu- 
lation and  is  narrowing  the  gap  rapidly  in 
advertising: 

1st  Quarter 
Ad  Pages 


Fortune 
FORBES 


1968 
418 
299 
119 


1969 

342 

334 

8 


There  were  119  ad  pages  separating  Fortune 
and  FORBES  after  the  first  quarter  of  1968. 
Only  8  pages  separate  the  two  in  1969. 

With  each  new  quarter  FORBES  thrusts  ahead 
in  advertising  and  circulation,  narrowing  the 
gap  between  its  competitors  as  it  continues  to 
attract  top  quality  subscribers  and  advertisers. 

FORBES  readers  don't  just  own  American 
business. 

They  run  it. 


Forbes:  capitalist  tool 


Some  may  think  of  us  as  just  a  wire  hou!E 
3000  institutions  know  us  better. 


We  are  one  of  the  biggest  institutional  firms  in  the  country. 

We  have  45  full-time  institutional  salesmen  at  21  of  our  offices,  servicing 
over  3,000  institutional  accounts  of  all  types  and  sizes. 

Our  senior  floor  partner  works  full  time  for  institutional  clients— backed 
up  by  two  other  institutional  floor  brokers. 

Three  more  Francis  I.  duPont  &  Co.  partners  work  exclusively  on 
institutional  service  "upstairs." 

A  separate  department  of  senior  analysts  works  solely  on  institutional 
research. 

Our  institutional  trading  desks  are  staffed  by  teams  of  senior  traders  with 
authority  to  put  over  $200  million  of  the  firm's  money  on  the  line. 

We  make  markets  in  about  300  high-grade  OTC  stocks. 

We  are  active  in  trading  listed  blocks. 

Our  institutional  services  include  underwriting  and  trading 
in  government,  municipal  and  corporate  bonds. 

We  offer  full  time  institutional  service— from  Boston  to 
San  Diego,  Seattle  to  Atlanta,  and  most 
major  points  in  between. 

Call  usand  find  out  why 
one  of  ths  country's  biggest 
"wire  houses"  is  also  a  leader 
in  the  institutional  field. 

FRANCIS  I.  duPONT  &  CO. 

Members  New  York  Stock  Exchange, 
Principal  Security  and  Commodity  Exchanges 
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The  Money  Men 


The  Amateur 
Who  Beats  the  Pros 

Ian  M.D.  Little  isn't  a  profes- 
sional inone\  manager,  but  we  iuo 
uTitinj;  about  him  because  he  beats 
most  of  tlie  pros  at  tlieir  own  game. 
Little  is  a  trim,  middle-aged  Brit- 
isher, an  economist  and  a  Fellow 
of  .Nuffield  College  at  Oxiord  Uni- 
versity. He  helps  rim  its  endow- 
ment fund — strictly  in  his  spare 
time.  Why  did  the  job  go  to  Little, 
ail  academician  and  a  rank  amateur 
.it  investing?  "Heaven  knows! "  says 
Little. 

.Nuffield  is  a  rather  peculiar  col- 
lege at  O.xford.  It  accepts  only 
graduate  students,  usually  about  50 
of  them,  many  of  whom  are  on 
scholarships.  Nuffield  is  unusual, 
too,  in  that  it  was  established  only 
in  1937  and  does  not,  therefore, 
enjoN  the  ancient  grants  of  land 
that  make  such  colleges  as  Merton, 
Christ  Church,  St.  John's  and  All 
Souls  so  very  rich.  It  was  founded 
and  received  a  few  millioi.  dollars 
from  Lord  Nuffield,  otherwise 
known  as  Sir  William  Morris,  the 
man  who  started  with  a  bicycle 
shop  in  Oxford,  built  the  Morris 
-Motor  Car  Co.  and  gave  to  charity 
over  £20  million  (which  was 
worth  close  to  SlOO  niillioii  when 
the  gifts  were  made). 

Nuffield  remained  merely  a  plan 
for  its  first  20  years.  Its  endow- 
ment was  run  by  Oxford  Universit) 
and  lumped  with  general  university 
funds,  which  were  kept  one-third 
ill  bonds,  one-third  in  (-(juities  and 
one-third  in  land.  .About  ten  years 
ago  the  lid  came  oil;  .Nuffield  got 
to  build  its  buildings  and  gained 
cx)ntrol  of  its  own  endowment. 
Two  faculty  Fellows  were  ap- 
,  pointed  to  be  joint  bursars  and  run 
the  endowinent  on  their  own.  This 
was  an  unusual  situation  at  Oxford. 
Most  Oxford  bursars  get  nearly  all 
their  investment  recommendations 
from  professional  merchant  bank- 
ers— a  merchant  bank  being  a 
cross  between  an  investment  liouse 
and  a  private  bank.  One  of  Nuf- 
field's  new  bursars  was  economist 
Sir  Donald  .MacDougall,  now  chief 
ec-onomic  adviser  to  Her  -Majesty's 
Government.  The  other  was  Ian 
M.D.  Little. 

What  happened  since  then 
prompted  Forbes  to  go  to  Manhat- 
tan's  University   Club   last   month 


fan  M.D.  Little 


to  interview  Little.  He  was  in  New 
York  addressing  a  group  of  Ameri- 
can money  managers  at  Donaltlson, 
LufT<iii  &  Jenrette's  annual  endow- 
ment conference.  In  over  ten  years 
Nuffield's  portfolio  has  produced 
an  average  yield  of  19.2%  a  year, 
including  capital  gains.  In  the  case 
of  its  e(jiiities  alone,  the  average 
yield  has  been  23.5%,  topping  the 
perfonnance  of  most  U.S.  mutual 
funds  over  the  same  period. 

Our  first  question  wasn't  very 
hard  to  dream  up.  How  in  the 
world  had  Little  accomplished  this? 
"The  first  thing  we  did  when  we 
got  control,"  Little  told  us,  "was 
to  sell  off  all  the  agricultural  land. 
Agricultural  land  is  more  valuable 
to  a  heavily  taxed  person  than  to 
us.  He  can  reduce  his  income-tax 
bill  by  playing  at  amateur  farming, 
and  there  is  a  40%  allowance  on 


death  duties.  But  none  of  this  was 
of  any  use  to  us  because  we  don't 
pay  taxes. 

"Then  we  sold  off  as  many  of 
the  fixed-income  securities  as  we 
could.  We  adopted  a  go-go  men- 
tality totally  unlike  that  of  most 
people  who  run  English  institutions' 
endowments.  Our  strategy  was  to 
buy  any  l)loody  thing  that  looked 
good. 

"Most  of  our  gains  came  in  small 
or  middle-sized  British  companies. 
Have  you  ever  heard  of  Lesney 
Products?  They're  a  toy  company. 
They  make  toy  models  of  auto- 
mobiles. And  they  made  more 
money  last  year  than  the  British 
Motor  Corp.  Lesney  was  one  of  our 
stocks,  and  so  was  another  star  in- 
vestment, Ernest  Scragg,  a  maker 
of  textile  machinery.  Another  star 
investment    was   J.    B.    Eastwood, 
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This  announcemeni  is  neither  an  offer  to  sell  nor  a  soiiniotion  of  an  offer  to  htn  any  of  these  securitie 
The  offer  is  made  only  by  the  Prospectus. 
NEW  ISSUE 


W 


SIOO.OOO.OOO 

CHRYSLER 

FINANCIAL  CORPORATION 


7%%  Debentures  Due  May  1.  1974 


Price  100% 

(plus  accrued  innrre-^l  from  Ma>  1. 1969* 


Copies  oj  the  Prospectus  may  be  obtained  in  any  slate  in  which  this  an- 
nouncement 15  circulated  only  from  such  of  the  underuriiers  as  may  legally 
offer  these  securities  in  compliance  uith  the  securities  laus  of  such  state. 

Lazard  Freres  &  Co. 
The  First  Boston  Corporation        kuhn,  Loeb  &  Co.        White,  Weld  &  Co, 
BIyth  &  Co.,  Inc.  Drexel  Harriman  Ripley 

Eastman  Dillon,  Union  Securities  &  Co.  Glore  Korean,  Mm.  R.  Staats  Inc. 

Goldman.  Sachs  &:  Go.  Halsey,  Stuart  &  Co.  Inc. 

Hornblower  &  Weeks-Hemphill.  Noyes  Kidder,  Peabody  &  Co. 

Lehman  Brothers     Loeb,  Rhoades  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith 
Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  ic  Hutzler 

Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation       Wertheim  ic  Co. 
Dean  Witter  &  Co.  Credit  Lyonnais  Corporation  Paribas  Corporation 

April  24. 1%9 


This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any 
of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  25.  1969 


300,000  Shares 
Common  Stock 

($.10  Par  Value) 

Price  $11  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwrifers  as  may  lawfully  offer  the  securities  in  such  State. 

New  Yorh  Hanseatic  Corporation 
Goldman.  Sachs  i  Co.  Dean  Witter  S  Co. 

Incorporated 

Boc/ic  §  Co.  Bear.  Stearns  g  Co.  Burnham  and  Company 

Incorporated 

Dominick  £  Dom/nicft, 

Incorporofed 

Hill  Samuel  Securities    ladenburg.ThalmanniCo.    R.W.Pressprich^Co. 

Corporation  Intorporoled 

I.  f.  Rothschild  £  Co.      Shearson.  Hammill  g  Co.      f.  S.  Smithers  %  Co. 

Incorporated 

Tucker.  Anthony  £  R.  I.  Day  G.  H.  Walher  S  Co. 

IfKorporoted 


Francis  I.  duPont,  A.  C.  Allyn.  Inc. 


The  Money  Men 


and  it  is  in  tlie  business  of  broilers 
and  eggs.  The  point  is,  none  of 
these  is  a  stock  that  most  bursars 
would  bu\ .  Most  are  adxised  by 
merchant  bankers  who,  when  they 
select  stocks  for  what  they  consider 
a  conservative  institution,  compile 
the  dreariest  list  imaginable. " 

Xuffield's  portfolio  is  now  some- 
where in  the  neighborhood  of  S15 
million,  making  it  one  of  the  richest 
of  the  smaller  colleges  at  Oxford. 
Now  Little  has  started  a  S4.5- 
million  mutual  fund  for  the  other 
Oxford  colleges  to  invest  in.  'The 
point  is  to  spread  the  gospel,"  he 
told  us. 

We  asked  Little  what  he  had 
against  foreign  stocks.  "Nothing," 
he  answered.  "But  I  don't  want  this 
to  be  a  full-time  job.  It  should  be 
a  quarter-time  job,  that  is,  the  two 
bursars  should  spend  no  more  than 
ten  hours  a  week  combined.  So  we 
refuse  to  become  experts  in  foreign 
stocks.  We  do  have  investments  in 
foreign  funds,  however,  among 
them  the  Japan  Fund,  which  has 
done  well  [Forbes,  May  1]. 

Had  Little  studied  the  reason  for 
his  success?  Yes,  he  said,  he  had 
done  some  statistical  research. 

What  he  disco\"ered  really  sur- 
prised him.  Pre\'iousIy,  he  had  ac- 
cepted the  theory — overwhelmingly 
popular  on  Wall  Street — that  past 
earnings  growth  is  a  good  guide 
to  future  earnings  progress.  In  his 
research  he  found  it  wasn't  nece 
sarily  so.  He  published  his  findinj 
in  an  article  called  "Higgledy- 
Piggled>'  Growth"  in  the  Bitlleti 
of  the  Oxford  Imiitiite  of  Econot 
ics  and  Statistics.  "In  other  words," 
Little  said,  with  his  t\pically  Brit-^ 
ish  self-deprecation,  "we  had  bee 
ver\'  successful  operating  on  eii'^ 
tirely  false  principles." 

Little  does  have  other  rules  fc 
success  that  he  has  no',  brought 
under  statistical  scrutiny.  One 
that  a  rational  man  makes  no 
tinction  between  income  and  caj 
tal,  especially  if  he  is  rimning 
portfolio  for  a  tax-free  institution.' 
If  the  trustees  want  5%  a  year  of 
assets,  then  the  manager  should 
not  look  for  5%  \ields,  but  should 
earn  it  the  best  way  he  can. 

Another  Little  rule  is  not  to  be 
afraid  to  buy  speculative  stocks. 
He  beheves  that  with  100  stocks 
the  so-called  rule  of  large  numbers 
— that  \ariations  from  a  norm  tend 
to  even  out  when  numerous  ex- 
amples   are    included — takes    care 


234 


FORBES,  MAY  15,  196   '% 


of  the  risk,  .\riuther  rule  is  that  the 
money  manager  should  have  no 
supervision,  in  order  that  he  may 
be  able  to  act  quickly.  The  money 
manager  should  also  immediately 
bu>  any  stock  that  looks  good,  even 
if  he  has  no  cash.  He  can  just  as 
immediately  find  something  in  his 
portfolio  to  sell  before  the  bill 
comes  in. 

Little  uses  only  one  broker.  \'ick- 
ers.  Da  Costa  of  L«jndon.  Because 
of  this.  Little  can  normalh  deal 
personally  with  the  senior  partner, 
Ralph  \ickers.  With  the  same 
motive.  Little  likes  to  please  his 
broker  b\  turning  over  his  port- 
foho  once  even,  two  >ears,  quite 
a  rapid  tunio\er  for  a  college  en- 
dowment. 

Be\ond  that.  Little  said,  he  had 
nothing  to  tell  us  about  money 
management.  We  pointed  out  that 
he  had  said  a  great  deal  in  a  short 
time.  We  also  pointetl  out  that  he 
got  practically  nothing  for  his  work, 
while  some  U.S.  managers  with  less 
'  successful  records  are  making  as 
much  AS  SI  million  a  year.  "What 
is  \our  reaction  to  that?"  we  asked. 

"Well,  I'm  a  professional  econo- 
mist," he  said.  "This  money-man- 
agement business  is  only  a  hobby, 
it  takes  ver>  little  of  my  time." 

Since  Little,  as  an  economist, 
specializes  in  developing  countries, 
we  asked  him  what  he  thought  of 
Gunnar  Myrdal's  new  book  on  the 
problems  of  Southeast  Asia.  Then  he 
really  warmed  to  the  conversation, 
but,  of  course,  it  was  no  longer 
about  money  management.  ■ 


This  adrerttsemmt  is  neither  an  offer  lo  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  b)  the  Prospectus.  This  is  published  on  behalf  of  only  such  of  the 

undersigned  as  are  qualified  to  act  as  dealers  in  securities  in  the  respectite  Stales. 


Seu  Issue 


April  22.  1969 


^100,000,000 

Tenneco  Inc. 


Ten  Year  6%  Debentures  due  1979 

With 

Warrants  for  the  Purchase  of  2,500,000  Shares  of  Common  Stock. 

Offered  in  Units,  each  consisting  of  one  Debenture  in  the  principal  amount  of  $1,000 
and  Warrants  to  purchase  25  shares  of  Common  Stock. 

Price  ^1,000  Per  Unit 

plus  accrued  interest  on  the  Debentures  from  April  1,  1969 


Copies  of  the  Proipeiiui  may  be  obtained  from  only  such  of  the  undersigned 
as  are  qualified  to  act  as  dealers  in  the  respective  Stales. 


StODe  &  Webster  Securities  Corporation 

White,Weld&Co. 
Paine,  Webber,  Jackson  &  Curtis 

Halsey,  Stuart  &  Co.  Inc. 
Blyth  &  Co.,  Inc.  The  First  Boston  Corporation  Kuhn,  Loeb  &  Co. 

Eastman  Dillon,  Union  Securities  &  Co. 
Goldman,  Sachs  &  Co. 


Drexel  Harriman  Ripley 

Incorporated 

Glore  Forgan,Wm.  R.  Staats  Inc. 


Hornblower  &  Weeks-Hemphil!,  Noyes  Kidder,  Peabody  &  Co. 

Incorporated 

LazardFreres&  Co.    Lehman  Brothers    Merrill  Lynch,  Pierce,  Fenner&  Smith 

Incorporated 

Salomon  Brothers  &  Hutzler  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.  Dean  Witter  &  Co. 

Incorporated 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON.  TEXAS 


DIVIDEND 
NO.  24 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25c  per  share  on 
the  Common  Stock,  payable  June  17, 
1969,  to  stockholders  of  record  on  May 
23,   1969. 

M.  H.  COVEY,  Secrefory 
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Wall  Sfteet  grow-money 

could  be  as  close  to  you  as  the  sign 

of  the  Stockbrokers  To  Know. 


You  need  not  feel  penalized 
because  your  corporate  head- 
quarters are  miles  away  from 
Wall  Street.With  Paine, Webber, 
expert  corporate  financing 
can  often  begin  at  home,  wher- 
ever your  company  is  located. 
The  Stockbrokers  To  Know 
maintain  underwriting  offices  in 
key  cities  throughout  the  coun- 
try .There,  you'll  find  full-fledged 
corporate  financing  teams. 
Knowledgeable  specialists  in 
developing  productive  capital 


programs.  Since  these  men 
probably  live  and  work  nearyou 
they  may  already  know  a  great 
deal  about  your  company  and 
its  growth  goals. 

These  specialists  give  you 
access  to  our  great  resources  as 
a  nationwide  investment  bank- 
ing firm.  Our  New  York  corpo- 
rate finance  department  is  a 
clearing  house  of  ideas.  An 
information  center  focusing  on 
complex  corporate  problems. 

You  also  have  working  for 


you  a  network  of  64  offices 
can  distribute  securities  ii 
most  any  pattern  you  wish, 
network  can  also  be  a  fe 
source  of  useful  contacts 
helpful  information  foryoi 

Walk  the  sidewalks  of 
Street  without  leaving  your 
backyard.  Talk  grow 
with  the  Stockbrokers  T 
Paine,  Webber,  Jackson 
Members  of  the  New  Yorl 
Exchange. 

Offices  coast  to  coast 
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Composed  of  the  following: 

•  How  mucfi  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  mventories) 

•  How  intensively  are  we  building'  IDept.  ol 


Commerce  private  nonfarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  CDepf.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


MAR 128,3 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

IAN 136.8 

FEB 137.5 

MAR 139.0 

APR.  (prel.).  139.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S- 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


The  Quest  For  Performance 


k 
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To  ONE  who  lias  been  writing  about 
securities  foi  -50  \eais,  one  of  the  mo-it 
impressive  things  toda\  is  the  wide- 
spread (juest  tor  substantial  and  more 
or  less  immediate  performance.  There 
are  man\  reasons  for  it.  One  is  the 
spectacular  appreciation  that  has  been 
realized  in  late  years  b>  venturesome 
people  in  the  shares  of  small,  iie\\ 
"emerging"  companies.  AiKither  is  the 
way  in  which  some  of  the  neu  sn- 
called  pertonnaiice  mutual  funds  ha\e 
been  sold  to  the  public.  Managements 
must  try  to  justify  their  sales  pitch. 
-\nother  is  the  comparative  \outh  and 
l)()unding  optimism  and  confidence 
of  a  new  breed  of  mone\  managers, 
who  ne\er  operated  in  realK  bad 
weather.  Inflation,  of  course,  alwa\s 
feeds  and  inspires  speculation.  .Much 
of  the  thinking  and  talking  of  the 
"new  breed"  inevitabK  rubs  off  on 
individual  investors — and  even  on 
more  e.xperienced  older  ones. 

This  unusual  urge  for  performance, 
I  think,  is  something  one  has  to  heed 
in  any  attempt  to  guess  what  funds 
and  individuals  will  do  with  the  cash 
and    cash     equivalents     accumulated 


Mr.     Hooper     is    aisociated    with    the    New    York 
Stock  Eichange  firm  of  W.   E.   Hutton  t  Co. 


in  late  months  for  potential  investment 
in  eciuities.  Just  "a  good  value"  in  an 
in\estment  stock  has  little  current  ap- 
peal unless  what  Sid  Lurie  calls  "a 
good  storv"  goes  with  it.  A  good  in- 
\estment  value  often  appears  to  be 
financially  .se.\less  over  the  near  term. 
These  people  want  something  that 
will  "go  up,"  regardless  of  whether  it 
is  a  good  \alue  or  not.  They  seek 
what  tlic\  call  "a  concept."  One  fund 
manager,  recenth  addressing  a  group 
of  analysts,  stated  that  he  looks  for 
stocks  in  which  he  can  invest  his 
fund's  money  so  as  to  make  it  quad- 
ruple in  five  yeais.  That,  in  case  you 
don't  know  it,  is  a  pretty  big  order! 
This  fellow  will  have  to  be  veiy  luck\ , 
as  well  as  smart,  to  attain  his  objec- 
ti\e — and  he  will  ha\e  to  take  soirie 
bi'.;  risks. 

Investment  Demand 

.\ot  all  of  the  approximately  So 
billion  now  believed  to  be  available 
in  cash  and  cash  equivalents  in  the 
coffers  of  mutual  funds  is  earmarked 
for  performance,  but  much  of  it  is. 
This  means  that  when  there  is  even 
a  small  consensus  about  a  stock  that 
represents  an  alluring  concept,  there  is 


likely  to  be  an  insistent  demand  for 
it.  We  have  seen  this  work  recently 
in  the  sharp  rise  in  the  mobile  homes, 
in  the  shares  of  the  ho.spital  and  con- 
lalc.sccnt  Itoiiu;  companies.  It  may  be 
at  work  now  in  a  stock  like  Facific 
Amciican  Induatiics,  which  represents 
a  concept  in  the  so-called  floatel  busi- 
ness. -Most  things  representing  leisure 
time  represent  a  concept.  So  do  things 
like  Fli<ilil  Safettj,  a  company  which 
trains  airplane  pilots.  There  has  been 
some  busing  in  Texas  Instruments  and 
(jther  companies  heavily  in  semicon- 
ductors on  the  theory  that  the  recent 
problems  in  this  field  have  begun  to 
\ield  to  treatment.  The  time-sharing 
coinpiiler  companies  are  another  con- 
cept which  has  had  a  big  appeal,  al- 
though there  are  obvious  problems  in 
making  the  right  selections.  The  pro- 
spective end  of  the  7%  investment 
credit  has  been  a  recent  restraining 
factor  with  soine  of  these  companies. 

The  conglomerates  would  appear  to 
represent  a  "stale"  concept  because 
this  area  has  been  overworked,  has 
become  congested  and  has  drifted 
into  areas  of  suspicion.  With  .some 
older  analysts  who  .still  think  in  terms 
of  good  values,  the  steel  shares  repre- 
sent a  concept,  although  it  is  a  slow 
one  which  does  not  appeal  to  those 
seeking  fast  action.  There  is  a  great 
stirring  of  the  waters  in  the  steel  in- 
dustry, some  of  it  toward  diversifica- 
tion and  much  of  it  toward  greater 
efficiency  and  better  marketing.  Zayre 
long  has  been  one  of  my  "concept" 
favorites,  and  I  am  intrigued  to  find 
the  management  of  this  discount  com- 
pany saying  that  Zayre  Corp.,  which 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 
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1            Send  for  FREE 
'    EMPIRE    DIAMOND 
1   Empire  State  BIdg. 

'   NAME        

1 

80-PAGE  CATALOG 
CORP.,   DEPT.  46 
New  York,  N.Y.  10001    1 
1 

i   ADDRESS ' 

1    ZIP 1 

For  Top  Quality 

GLASS  BEADS 

of  any  type 

WE  KNOW  OF  ONLY 
ONE  PLACE  TO  GO... 

MICROBEADS  DIVISION 

CATAPHOTE  CORP.  -i- 

Post  Office  Box  2369 
Jackson,  Miss.  39205-U.S.A.  x 

Wnle/)«k5on  M,ss  601/919  4651 
or  Calllloledo  Ohro    4l9/?44  3003  /i 

Colled  I  Inionlo.  Onl  Cdrijdi-416 '251  1 


^m  Est.  1937  ^.^gs!^ 

rlDELIYY^ 

AND   LOAN  ASSOCIATION 

Box  1631-22  •  Glendale.  Calif.  91209 

I       P/eose  iQn6  information  on:  ^ 

D  Savings  Accounts       □  Chccl<-o-Month  Plon 


NAME- 


ADDRESS- 
CITY 


-STATE- 


PLEASE    PRINT 


-ZIP- 


Ji-' 


had  .sale.s  of  $490  million  last  year, 
anticipated  that  "within  four  years" 
it  will  be  operating  more  than  250 
stores  ( 131  at  the  end  of  January) 
and  have  sales  of  over  $1  billion. 
Zayre  is  paying  a  50%  stock  dividend 
this  month.  General  Development  also 
has  been  a  concept  stock  because  of 
its  good  management  and  the  growth 
^  Florida.  Lately  I  have  been  think- 
ing in  a  similar  vein  about  McCullodi 
Oil,  not  only  because  of  its  real-estate 
operations  at  Lake  Havasu  and  Foun- 
tain Hills,  but  also  because  of  its  oil 
farmouts  where  others  put  up  most 
of  the  money  to  find  new  sources 
of  production.  The  oil-exploration 
concept  has  made  a  good  deal  of 
money  for  people  lately  in  Asamera 
Oil  (Indonesia  exploration)  and  in 
W estates  (exploration  in  the  Adriatic 
and  elsewhere). 

tVho  Wants  Good  Values? 

The  advantage  these  speculative- 
concept  stocks  have  been  having  re- 
cently is  also  based  to  some  extent  on 
an  apparent  scarcity  of  things  per- 
formance people  can  enthuse  about. 
One  of  the  things  that  has  been 
bothering  fund  managements  and  in- 
dividuals is  a  scarcity  of  intriguing 
ideas.  Most  analy.sts  with  whom  I  talk 
complain  about  it.  They  also  complain 
about  the  lack  of  response  to  recom- 
mendations of  stocks  that  simply  are 
"good  values."  Part  of  this  indifference 
to  investment  suggestions,  no  doubt, 
is  due  to  the  lackluster  performance 
of  most  portfolios  since  the  first  of  the 
year.  The  stock  market  has  not  been 
making  as  good  mousetraps  recently, 
so  the  world  has  not  been  making  a 
beaten  path  to  its  door.  That  is  re- 
flected in  the  decline  in  NYSE  volume 
to  around  10  million  shares  a  day  from 
around  20  million.  The  drop  in  ASE 
volume  has  been  even  greater.  This 
decline  in  volume  is  easing  but  is  not 
eliminating  the  bookkeeping  crisis. 

The  two  things  that  everyone  is 
talking  about,  so  far  as  the  general 
market  and  economic  environment  is 
concerned,  are  Vietnam  and  the  con- 
certed attempt  to  cool  inflation  via  the 
expensive  and  scarce  money,  the  fiscal 
and  the  jawbone,  route.  My  feeling 
always  has  been  that  Vietnam  will  be 
solved  through  a  fade-out  rather  than 
through  a  flash-out.  There's  no  ques- 
tion that  Nixon  wants  out  and  wants 
out  badly.  He  knows  that  failure  to 
solve  Vietnam  would  ruin  his  political 
status,  and  that  time  is  running  out. 
As  for  the  disinflationary  program, 
visible  economic  consequences  and  re- 
sults are  more  likely  to  appear  in  the 
last  four  months  of  the  year  and  early 
in  1970  than  immediately;  and  some 
people   may   be   thinking    (over    the 


coming  weeks)  that  the  whole  pro- 
gram is  a  bust  because  results  are  so 
long  coming.  A  possible  credibility 
gap  between  Washington  and  part  of 
Wall  Street  could  trigger  an  early 
summer  rally;  and  this  eventually, 
logically,  could  be  abortive. 

I'm  pessimistic  about  the  market 
prospects  for  most  of  the  "fallen  an- 
gels"  which  waxed  in  1968  and  have 
waned  in  1969.  Most  of  them,  I  sus- 
pect, are  like  Humpty  Dumpty,  and 
all  the  king's  horses  and  all  the  king's 
men  can't  put  Humpty  together  again. 
These  "stale"  vogues  are  hard  to  re- 
vive except  over  a  very  long  period. 
One  reason  is  that  when  these  stocks 
are  sold  in  volume,  for  a  long  time 
they  lack  more  than  a  temporary 
home.  Of  course  there  will  be  excep- 
tions, but  where  they  exist  there  will 
have  to  be  a  concept.  This  probably 
is  not  a  good  time  to  enthuse  about 
things  just  because  they  are  down. 

When  anyone  talks  about  "the  long 
run"  nowadays,  it  is  fashionable  to 
quote  John  Maynard  Keynes  (who  was 
a  very  successful  investor  as  well  as  a 
great  economic  theorist)  and  retort 
that  "in  the  long  run,  you  are  dead." 
I  suspect  that  I'm  older  than  any  other 
commentator;  but  I  still  find  that  the 
investors  in  common  stock  who  oper- 
ate for  the  long  run,  in  the  long  run 
do  better  than  those  who  are  in  a 
hurry.  It  may  be  all  right  to  have  10% 
or  20%  of  your  common  stock  assets 
in  the  high-risk  perfonnance  stocks 
with  a  concept,  but  I  still  like  the 
idea  of  a  major  concentration  in  good 
values.  I'm  bulli.sh  on  the  U.S.,  and 
o:.  those  huge  institutions  which  repre- 
sent an  investment  in  the  whole  econ- 
omy. Pedestrian?  Yes.  But  unlike  some 
of  the  younger  fellows,  I  think  I  still 
have  time. 

Higher  by  July 

For  the  time  being  I  think  the  stock 
market  is  less  vulnerable  than  it  has 
been  for  the  past  four  or  five  months. 
I  would  guess  that  prices  will  be 
higher,  at  least  moderately  higher  in 
the  averages,  by  mid-July.  When  busi- 
ness and  earnings  deteriorate,  as  is 
probable  after  Labor  Day,  we  may 
have  another  test.  Sometime  between 
Labor  Day  and  Thanksgiving  we  may 
see  lower  prices  again. 

One  of  the  things  that  bothers  me, 
however,  is  inability  to  foresee  the 
unexpected.  All  of  this  may  be  toe 
much  influenced  by  what  is  now  ob- 
vious and  by  those  factors  which  art 
out  in  the  open.  In  a  world  situation 
so  fluid  and  in  an  economy  so  dyna- 
mic, things  none  of  us  are  thinking 
about  often  appear  suddenly  to  upset 
the  sort  of  intermediate  thinkinj 
I  have  expressed  above.  ■ 
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Do  you  really  know 
tlie  company  you  keep- 
or  buy,  or  sell? 


your  hard-earned  capital  efficiently  invested  in 
s  stock,  or  do  other  issues  represent  better  values 
ir  you  in  terms  of  your  own  personal  investment 

Dais? 

0  you  know  how  the  company  earns  its  money,  how 
luch  it  earns,  and  at  what  rate? 


)n  you  quickly  find  out.  without 
jligatmg  yourself  to  anyone,  the 
pncj  and  amount  of  the  company's 
lies  profit  margins,  book  value, 
rnmgs.  dividends,  dividend  pay- 
t  ratios,  and  prtce-earnmgs  ratios 
/each  of  the  past  15  years' 

f  the  company's   Syear  growth 
■or  each  of  the  past  14  years 
-  ;  e  estimate  for  this  year' 
.or  how  the  course  of  its  cash 
rnmgs  per  share  relates  to  the 
erage  monthly   price  range   per 
over  the  past  15  years' 
/vhat  the  cash  earnings  per 
may  average  for  the  period 
years  from  now' 
•?  company's  debt  and  prior 
jcnd  obligations' 
l.the  number  of  outstanding 
|3res    and    percentage    of    them 
ded  each  month  this  year  and 
t  years' 
"ether  company  insiders  have 
;n  buying  or  selling  on  balance? 
,and  what   mutual   funds   have 
;n  doing  m  the  stock? 

3anyou  objectively  appraise  how 

stock  IS  likely  to  perform  m  the 

l^ket  (1)  during  the  next   12 

•  s    .  .  (2)  three  to  five  years 

'.ow  ...  (3)  beyond  five  years 

"n  now? 

""hese  are  some  of  the  many 
stions  investors  ask  in  order 
ake  intelligent  decisions. 

ou  have  the  answers  to  these 
jstions    regarding    1400    widely 

J  common  stocks,  or  if  they  are 
"^ily  accessible  to  you  in  your  own 

le  or  office,  you  probably  are  al- 
'  Jy  a  subscriber  to  The  Value  Line 

istment  Survey. 

iou  want  to  have  answers  that 

■f-  rm  and  fortify  your  judgment 

'    keep  you   continuously   in- 

ned  on  your  investments  after 
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you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We   invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  100  or 
more  different  stocks  and  analyses 
of  their  industry  groups  .  .  .  plus  the 
24-page  Weekly  Summary  of  Advices 
&  Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price  changes  you  can  reasonably 


expect  —  and  when  —  for  each  of 
the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page  edi- 
torial section,  Selection  &  Opinion, 
which  includes  Value  Line's  Recom- 
mended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analy- 
sis of  the  business  and  stock  market 
outlook.  In  addition,  you  will  receive 
Value  Line's  monthly  Special  Report 
on  Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS*  With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its   2  volume   Investors   Reference 

Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  .  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4week  subscription  within  the  past 
six  months. 
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13  weeks  preceding  start  of  this  subscription. 
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FOUR-WEEK  TRIAL-$5 
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Send  me  a  4week  introduc- 
tory subscription  to  the  full 
service  for  $5  I  enclose 
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for  a  full   refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address 


AAI6-34 


City. 
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Zip 
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A  SPECIAL 

INVESTMENT 

MANAGEMENT 

SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  ore  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Elusive  Controls 


0\ER  THE  YEARS,  dating  back  ap- 
proximately to  the  end  of  World  War 
II,  we  had  become  increasingly  confi- 
dent that  the  science  of  economics 
had  matured  and  that  its  practitioners 
had  refined  their  tools  so  successfully 
that  our  economy  would  no  longer  be 
the  helpless  victim  of  the  violent  ups 
and  downs  of  the  business  cycle.  By 
now  we  feel  so  sure  that  we  have  be- 
c-ome  masters  of  our  economic  destiny 
that  the  word  depression  has  virtually 
been  eliminated  from  our  vocabulary, 
and  even  the  term  recession  has  been 
replaced  by  such  euphemisms  as 
slowdown  or  contraction. 

Whether  by  luck  or  design,  we 
have  been  fortunate  indeed  in  avoid- 
ing major  economic  upheavals  for  just 
about  30  years,  and  the  majority  of 
people  now  living  have  never  suffered 
the  ordeal  of  a  major  depression. 
There  have  been  a  number  of  reces- 
sions, to  be  sure,  and  at  times  they 
had  a  rather  ominous  look,  but  they 
neither  lasted  very  long  nor  were 
they  sufficiently  deep  as  to  undermine 
the  confidence  of  the  wage  earner  or 
the  consumer.  We  legislated  full  em- 
ployment more  than  20  years  ago, 
and  most  people  think  that  it  works 
rather  well.  Perhaps,  with  fingers 
crossed,  we  are  justified  in  our  belief 
that  the  economists  have  conquered 
the  business  cycle. 

A    Tall   Order 

Now  we  have  become  more  de- 
manding. We  expect  the  economists 
to  regulate  our  economy  with  pre- 
cision, so  as  to  maintain  a  steady  rate 
of  growth  somewhere  around  4%  to  5% 
a  year  without  causing  an  inflation- 
ary rise  in  the  price  level.  Such  a 
price  rise  would  adversely  affect 
our  international  balance  of  payments 
and  thus  undermine  the  stability  of 
the  dollar,  which  is  now  the  world 
standard  of  value.  This  is  truly  a  tall 
order,  but  we  hoped  that  by  coordi- 
nating monetary,  fiscal  and  economic 
policies  this  ultimate  objective  could 
be  achieved.  Alas,  it  has  not  worked 
out  that  way.  We  still  do  not  know 
exactly  why.  Are  our  tools  ineffective? 
Did  we  blunder  in  using  them?  Are 
the  politicians  too  obstinate  and  too  in- 
flexible? 


Mr.   Bi«l  ii  a  partner  in  th*   New  York  Stock 
Exclianga  firm  of  Emanual,  Daatjan  A  Co. 
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For  the  past  two  years  or  so  then 
has  been  increasing  concern  about  th( 
accelerating  pace  of  inflation.  Wi 
know  that  when  inflation  gets  out  o 
control,  the  consequences  will  h 
calamitous.  Well,  after  an  intermin 
able  delay,  Congress  voted  the  sur 
tax  last  year,  which  was  supposed  b 
take  some  buying  power  out  of  th' 
pockets  of  the  consumer.  Early  thj 
year  came  the  increase  in  Socia 
Security  taxes,  presumed  to  have  th 
same  effect.  Federal  expenditure 
were  to  be  reduced  as  an  anti-infla 
tionary  measure,  but  budget  cuts  loo 
better  on  paper  than  in  reality.  Tl^ 
Federal  Reserve,  after  having  ir 
creased  the  supply  of  money  to 
much  too  long,  finally  tightened  th 
credit  screw  with  vigor.  But  what  ar 
the  results? 

Pressure  on  Europe 

The  wage-earning  consumer  wan; 

and  usually  gets  more  pay  to  offsi 

both  higher  taxes  and  higher  priceHi™ 
^  t-  •  .     *      ,  ^         tot 

Corporations    raise    prices    whenevt 

possible  to  attain  their  profit  margi 

objective     after     taxes.     Governmei 

spending,    despite    pious    pronounc< 

ments,  keeps  rising.  Finally,  to  mal 

matters    more    difficult,    the    Fed 

longer  has  fully  effective  control  ov< 

the  banking  system.  The  several  ii 

creases   in   the   rediscount   rate   ha> 

merely  raised  the  price  of  money,  bi 

the  banks,  at  least  to  a  large  degre 

have   escaped   the   tightening   effor 

by  various  means  and  particularly  I 

drawing  heavily  upon  the  Eurodoll 

market.   In  fact,   the  drain  has  bet 

so  severe  that  Europe  is  beginning 

scream    that   our   credit   policies   a 

forcing  up  their  interest  rates  and  a 

versely  affect  their  economies. 

All  this  makes  one  wonder  wheth 

we  have  really  mastered  the  art 

regulating  our  economic  affairs.  Mai 

observers    are    now    afraid    that    ti 

managers  of  our  fiscal,  monetary  ai 

economic    affairs    may    put    strong 

teeth  into  the  measures  wliich  ha 

been  ineffectual  so  far,  and  that  th 

instead  of  merely  slowing  down  t 

economy,  may  result  in  an  econon 

overkill.  Repeal  of  the  investment  I 

credit,    coming    so    belatedly,    coi 

have  this  effect. 
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funds  were  in  their  prime  during 
1966-67.  Some  of  them  produced 
astounding  results,  and  it  is  hardly 
surprising  that  investors  poured  their 
nione>  into  these  go-go  funds  b\  the 
billions.  As  it  is  m\  job  to  be  a  skep- 
tic, I  decided  to  tr>  it  out  myself 
before  ad\ising  Forbes  readers  to 
jimip  onto  the  bandwagon. 

What   Went   Wrong? 

Being    allergic    to    paying    a    com- 
mission of  9"?  or  more,   I  .selected  a 
no-load  fund  that  had  shown  a  spec- 
ular  45.5S    increase    in    net    asset 
le   in    1967   while   its   lota!   assets 
!■  about  2.7  times.  My  personal  in- 
-tment    seems    to    have    jin.xed    the 
Magers  of  this  fund  whose  iiivest- 
II  It  lit  decisions  are  "deeply  rooted  in 
technical    market    analysis,    although 
[it]    also    uses    standard    methods    of 
economic  analysis." 

I  put  in  $5b()  in  early  May  1967, 
and  added  SlOO  a  month  thereafter 
for  a  total  investment  of  $2,900  for 
the  two  years.  Income  dividends  and 
capital  gains  distributions  were  taken 
in  shares.  The  present  value  of  this 
investment  is  §3,056.28,  an  o\er-all 
increase  of  5.4?.  Obviously,  some- 
thing did  not  ao-fio  so  well,  because 
one  could  have  done  better  by  just 
putting  the  money  in  a  savings  bank. 
Although  a  direct  comparison  is  not 
fcisible  because  I  made  periodic  in- 
vestments, it  is  interesting  to  note 
that  during  the  same  period  the  DJI 
a(I\anced  2.4%,  to  which  should  be 
atlded  dividends  amounting  to  6.9% 
for  the  two  years.  The  -S&P  industrial 
stock  average  did  a  little  better,  gain- 
ing 8.9%  and  paying  6.1%  in  divi- 
dends. What  went  wrong  with  the 
fund? 

First  of  all,  expenses  were  quite 
he, ivy.  They  consumed  100%  of  in- 
come in  1967  and  53%  in  1968.  The.se 
e.xpenses  do  not  include  brokerage 
connnissions  on  purchases  and  sales 
ol  securities  (excluding  government 
obligations)  totaling  $624  million  (!) 
ill  1968.  But  who  cares  about  ex- 
peijses  if  you  get  results?  Vet  why  are 
tlie  results  so  mediocre? 

At  the  end  of  1968  this  fund's 
S352-inillion  securities  portfolio  was 
spread  over  seven  bonds  (mostly  con- 
ertibles)  and  no  less  than  191  pre- 
ferred and  common  stock  issues,  plus 
i  bundle  of  "other  common  stocks" 
'hat  are  not  listed  specifically.  In  my 
ipinion,  this  is  no  longer  prudent 
iiversification  but  a  shotgun  method. 
[  don't  care  whether  you  use  com- 
puters or  charts,  security  analysis  or 
3uija  boards  for  reaching  investment 
lecisions,  but  what  these  people  have 
>een  doing  does  not  strike  me  as  pro- 
essional  management.  As  I  said,  I 
nust  have  jinxed  them.  ■ 
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We've  Just  Given  the 
Medical  Care  Industry  a  Checkup 

And  you  can  read  the  results  of  our  searching  exami- 
nation in  the  new  Goodbody  Monthly  Letter  for  May. 
This  informative  Letter  comes  up  with  the  key  facts 
you'll  want  to  know  as  it  probes  the  prospects  of  the 
drug  companies  and  the  hospital  supply  houses. 

Our  diagnosis:  A  continued  healthy  outlook  for 
selected  companies. 

Goodbody  researchers  report  in  detail  on  the  health 
care  explosion.  (Expenditures  in  1968:  $56  billion.  Our 
projection  for  1971  :  $80  billion.)  The  Letter  also  dis- 
cusses hospital  care  and  medicine;  drug  regulation  and 
litigation ;  and  the  possible  impact  of  new  drug  research 
efforts. 

We  recommend  three  drug  stocks  and  two  hospital 
supply  issues  for  capital  gains  potential. 

For  a  copy  of  our  informative  medical  market  review, 
write  or  call  your  nearest  Goodbody  office.  Just  ask 
for  our  May  Monthly  Letter. 

Successful  investors  know  Goodbody 
Q        GOODBODY&CO. 
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OvT  100  Odicfs  Throughout  the  Nation. 
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precisely  what  is  it  P 

PPeCISely  those  common  stocks  believed  to  be  most  under- 
valued among  the  hundreds  we  regularly  monitor. 

PPeCISely  selected  with  the  aid  of  computer  techniques 

usin^  (kil.i  supplied  by  our  security  analysts. 

precisely  employed  in  a  portfolio  management  strategy 
designed  to  keep  money  optimally  at  work  in  undervalued  stocks. 

precisely  oriented  toward  capital  gains  investing . . . 
toward  the  search  for  capital  growth  through  eventual  realiza- 
tion of  fundamental  values. 

INVESTECH  is  a  service  of  the  investment  counsel  affiliates  of: 

THE  BOSTON  COMPANY,  INC.  100  Franklin  Street 

Boston,  Massachusetts  02106 
Telephone  (617)  542-9450 

INVESTECH  is  intended  for  fundings 

of  $240,000  or  more. 

For  further  information  please  direct  your 

inquiry  to  Department  f2 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  Investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181.  Dept.  F-279 

Send  free  brochure  on  Babson's 
S180  Investment  Advisory  Service. 

Name 


Street  &  No.. 


City_ 


.State. 


-Zip. 


BABSOIV'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02131 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Seesaw  Questioos 


The  stock  m.\rket  spent  the  first  four 
months  ot  this  year  going  precisely  " 
nownere  on  balance,  tor  no  Jess  ttian 
14  ot  these  lb  weeks,  it  fluctuated — 
sometimes  idJy,  sometmies  erratically 
— m  ver>  naiiow  and  almost  ilat  trad- 
ing ranges,  tirst  between  Dow  920  and 
yoO  and  tnen  between  Dow  yuu  and 
940.  Tne  transition  last  leoruarN'  from 
ttie  first  to  tne  second  ot  tliese  mdeci- 
si\e  pnases  was  marked  by  the  onh 
real  mo\  e  ot  the  period,  a  two-week 
drop  from  960  to  900.  At  press  time 
the  Dow  stood  almost  exactly  where 
it  had  been  in  early  January. 

\\  hat  are  we  to  make  ot  this  kind 
of  nowhere  market?  Is  it  giving  the 
he  to  the  bears  or  to  the  bulls.-'  Has 
it  been  tracing  out  what  technicians 
call  a  base,  trom  which  a  new  bull 
market  can  take  off,  or  a  consohda- 
tion  that  will  end  in  a  dowiiside  break- 
out and  an  extension  ot  the  downtrend 
from  last  December's  highs?  Or  will 
this  seesaw — perish  the  thought — go 
on  for  months  longer? 

The  time  element,  I  suspect,  is  the 
key  to  this  problem.  Right  now,  and 
for  the  next  several  months,  investors 
will  probabh  ha\e  few  incentives  to 
buy  stocks  aggressively  at  levels  above 
the  January -April  trading  range.  Many 
people  seem  to  think  that  an  upside 
breakout  through  Dow  960  could  be 
touched  off  b\"  some  convincing  new 
step  toward  peace  in  Vietnam  and  that 
it  would  signal  the  existence  of  a  new 
bull  market.  Maybe  so,  but  I  doubt 
very  much  that  the  breakout  would 
carr>-  ver\-  far  if  it  came  at  any  time 
this  spring  or  summer,  partly  because 
peace  expectations  have  been  well 
built  into  the  price  structure  for  the 
past  13  months  and  partly  because 
tight  money  is  likely  to  be  an  over- 
riding adverse  factor  through  the  third 
quarter,  possibly  even  longer  (Forbes, 
Apr.  15). 

Lackluster  Earnings 

Besides,  it  has  become  increasingly 
plain  to  anyone  who  cares  to  look  that 
the  business  boom  is  losing  momen- 
tum. Quarter-to-quarter  percentage 
gains  in  gross  national  product  have 
been  sfirinldng  progressively  since 
n.id-1968;  real  growth,  that  is,  after 
eliminating  the  effect  of  rising  prices, 


Mr.    Schuiz    is    a    partner    in    the    New    York 
Slock   Exchange   firm  of   Wolfe   ft   Co. 


has  been  flattening  out  since  the  first 
quarter  of  1966  and  is  now  down  to 
less  than  S/n  a  year,  te^ce  or  no, 
monetary  ana  nscai  restramts  will  al- 
most certaaiiy  siow  tne  economy  stilJ 
turtner  aunng  this  \ears  secona  hail. 
\\itn  tne  investment  tax  credit  to  be 
repealed,  as  rresiuent  Aixon  has  pro- 
pi^seu.  It  seems  umiken  tnat  the  siow- 
uown  can  end,  ana  the  next  expansion 
pnase  oegiu,  much  Derore  the  second 
quaiter  ox  19d9 — a  ruU  year  trom 
now.  Meanwhile,  corporate  eainuigs 
comparisons  generally  should  turn 
lackluster  at  best  in  coming  months, 
witn  little  prospect  ot  a  picKup  in  re- 
ported operating  profits  until  perhaps 
mid-l9b9. 

Under  the  circumstances,  and  be 
cause  mvestors  normahy  do  not  dis 
coimt  events  mucn  more  than  six; 
months  in  advance,  it  strikes  me  as 
irrational  to  expect  a  lasting  breakout 
through  the  top  ot  the  recent  trading 
range  until  some  time  after  Labor  Da> 
at  tne  earliest.  Until  then,  I  think,  the 
market  will  be  lacking  a  prime  in 
gredient  tor  a  sustained  advance — the 
leverage  generated  by  a  rising  average 
earnings  multiple  appfied  to  improving 
earnings  prospects,  in  fact,  betore  thi; 
factor  can  be  logically  expected  tc 
come  into  play,  the  market  may  b« 
\-ulnerable  to  some  reverse  leveragi 
from  lower  earnings  priced  at  lowe 
multiples.  So  it  might  do  well  to  main 
tain  Itself  within  the  Dow  960-9(K 
range  through  spring  and  summer.    J 

Of  course,  the  market  does  not  D 
ways  behave  rationally.  Indeed,  ra 
tional  behavior  can  produce  soBi' 
rather  irrational  results.  EarUer  tin 
year,  when  it  became  clear  that  tf» 
Federal  Reserve  was  determined  t 
throttle  mone\-  growth  to  a  virtus 
standstill,  many  institutional  and  pre 
fessional  investors  understandably  b( 
gan  to  hoard  cash.  Thus,  after  dedBr 
ing  for  nine  months,  the  mutual  fund 
ratio  of  cash  and  equivalents  itJS 
from  6?  at  the  end  of  December  196 
ttr  7.7*  at  the  end  of  February  an 
to  8.4?  at  the  end  of  March,  approad 
ing  the  peak  ratios  registered  at  tl 
1966  bear  market  bottom  and  at  tf 
important  March  1968  reaction  Iw 
By  past  standards,  this  \ear's  risit 
cash  ratios  seemed  to  reflect  a  b 
buildup  of  buying  power  on  the  sid 
lines,  ready  for  any  good  excuse 
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How  to  start 

benefiting  from 

investnient 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  crow.  But  \ou  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10  year  "performance  record," 
simply  write  Dept.  G-15 

THE  Daxforth  Associates 

Wellesley  hills.  Mass.,  USA  oai8i 

Imestment  Managrtnfnt    .    Incorporated  1936 


TOP  10 
STOCKS 

Are  They  a  Good  Buy  Now? 

You    tun    nuH    Iij\f    [i>ail<'<)    i<t    *"iu.    every    other 
mU>.   d,   complete  technical   analysis  nf  the   10 
T>o«t    nflntioned    stocks   by    A.    W.    i'ohen.    editor 
Investor"*    liitflliiiem'**.    Se*»    how    these    srock-s 
«■    rated    te*.-hni' jlly  — btiy— sell    nr    hold.     Here 
I  ••  the   l»'  moMi  nienru>ned  stock-s  from  the  lead- 
Fii:    services.    luvc^TniH    lntellitcen<'e   will    tell    you 
vlii4-h  stiH*k>  ti»  Iniy    and  which  -jtm'ks  to  sell. 
American  Tel.  k  Tel.         Atlantic   Richfield 
Brunswick   Corp.  Giant     Yellowknife 

OuPont  Mobil  OH 

American  Can  Phillips    Pet. 


Maffnavox 


Safeway  Stores 


If  you  are  ronsidenntt  new  i-otmiuiniems  in 
these  i-wue:*  or  If  yoii  hohi  these  stiK'ks  it  would 
(vrtainly  iMiy  you  to  lind  out  what  the  exi>erts 
say. 

For  your  2  month  1 4  issues)  trial  sulMcrtptiOD. 
simply  send  your  rhe<-k  for  $10.00  m: 

INVESTORS  INTELLIGENCE 

Dept.    F-50,    2    East    Ave. 
Larchmont.    N.Y.    10538 

NY.  state   Residents  Add   Applicable  Tax. 
N.Y.   City    Residents    Add    6%    Tax. 


HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound    Investment   Practice 

by  LYLE  T.   ALVERSON 

$6.00 

'EXPOSITION    PRESS,    JERICHO,    N.Y.    11753 

Order    from    publisher  or   from    Brentano's, 
Doubleday    or    other    stores. 


come  back  into  the  stock  market. 
Other  well-heeled  investment  sectors 
(for  which  no  detailed  statistics  are 
available)  also  were  said  to  be  trigger- 
happ\  with  lots  of  cash. 

Talk  that  huge  reserves  were  wait- 
ing in  the  wings  apparently  moved 
man\-  in\estors,  including  some  of 
those  who  had  rationally  hoarded  cash 
earlier,  to  do  some  "pre-emptive"  bu\  - 
ing — that  is,  bu\ing  designed  to  beat 
others  to  the  draw  and  to  hedge 
against  the  risk  of  ha\ing  to  pay 
sharpK  higher  prices  if  some  forth- 
coming event  stampeded  all  the  other 
cash  hoarders  into  bu\ing  common 
stocks.  The  memory  of  Apr.  1,  1968, 
when  President  Johnson  took  the  first 
step  toward  peace  negotiations  and 
investors  fell  all  over  themselves  in 
the  rush  to  buy  stocks,  is  still  ver\ 
much  alive.  Sheer  boredom — it's  dif- 
ficult for  a  competiti\e  professional 
manager  of  a  stock  portfolio  to  keep 
sitting  on  his  hands  for  long — un- 
doubtedK  also  phued  a  role  in  re- 
activating .some  of  the  buying  power 
sidelined  during  the  first  (juarter. 

Buying   Power 

It  seems  reasoiiabi\  clear  that  rest- 
less money  of  this  kind  was  instru- 
mental in  holding  the  market  at  and 
above  Dow  900  during  .\Iarcli  and 
.April.  What  is  not  clear  is  how  much 
rescr\e  bu\ing  power,  a  source  of 
potential  technical  strength,  was  or 
will  be  used  up  in  attempts  to  an- 
ticipate something  that  may  alread\ 
have  been  di.scounted  (peace)  and/or 
something  that  ma\  be  over  a  year 
away  (the  next  busine.ss  expansion). 
If  it  remains  intact  in  large  volume, 
it  could  continue  to  shield  the  stock 
market  against  the  full  impact  of  tight 
monev  and  keep  the  market  from 
dropping  out  of  the  recent  trading 
range;  if  not,  Dow  900  could  be  very 
vulnerable. 

In  weighing  these  alternatives,  one 
can  question  the  favorable  implica- 
tions of  the  key  statistic,  the  mutual 
funds'  cash  ratio.  True,  it  was  remark- 
ably high  at  8.4?,  but  .so  was  the 
ratio  of  redemptions  to  average  net 
assets  at  8.7/f,  and  the  record  suggests 
that  fund  managers  usually  are  an.x- 
ious  to  keep  cash  and  redemption 
ratios  closely  in  line.  From  this  angle, 
the  funds'  cash  position  reflected 
much  less  surplus  buying  power  at  the 
end  of  March  than  it  did  in  October 
1966.  when  the  cash  ratio  was  9.7% 
and  the  redemption  ratio  6.1%,  or  in 
March  1968  when  the  ratios  were 
9.3%  and  7. .3%,  respecti\el\'. 

Against  this  background,  I  would 
have  more  confidence  in  "resistance" 
near  Dow  960  than  in  "support " 
around  Dow  900  for  the  intermediate 
term.  ■ 


HOW  TO  TURN 

5.00 


PER 
YEAR 


INTO 


PER 
YEAR 


5.38 

. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

1.  Open  a  Maxi-Matic  passbook  savings  account  at 
Coast!  Compounded  daily,  your  savings  earn  5.13% 
if  held  one  year  at  current  annual  rate  of  5%. 

L..  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximum-earning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25% 
bonus,  resulting  in  earnings  of  5.38%  per  year. 
When  you  withdraw  your  money  — in  $1000  multiples 
—  you  receive  all  regular  interest  due,  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 
.  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

•  All  funds  received  by  the  lOth  earn  from  the  1st, 
thereafter  from  date  of  receipt. 

•  Earnings   paid   to  date  of  withdrawal. 
with  NO  MINIMUM  QUALIFYING  PERIOD  |.  itj^ilRFn  '■ 
NECESSARY!  '     iii:)uiui;^ 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  9-194A2 

Coast  Federal  Savings  and  Loan  Association, 
9th  &  Hill,  Los  Angeles,  California  90014 

n  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $ 

□    Individual  Account  Q   Joint  Account 

U  Here  is  my  passbook.  Please  transfer  my 
account. 

D  Please  send  full  information  on  Maxi-Matic. 

Name(s) 

Address 

. Zip _ 


HIGH  LEVERAGE 
SPECULATION 

John  H.  Waldock 

Member 
Chicago  Mercantile  Exchange 
and  Chicago  Board  of  Trade 

HAS  A  LIMITED  NUMBER  OF  OPENINGS  FOR 
PERSONALLY  CONTROLLED  ACCOUNTS. 

These  accounts  (minimum  $5,000)  will 
be  personally  directed  by  John  H. 
Waldock  in  the  trading  of  com- 
modities with  major  emphasis  on 
Pork  products. 

For  further  information,  contact 

J.  H.  WALDOCK 

165  E.  Washington  Row, 
Sandusky,  Ohio  44870      Phone  41 9/626-1 978 
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hMANAGEMENT 

YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  fias  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
stales  and  in  45  foreign  countries, 
we  employ  thie  skills  of  our  invest- 
ment specialists,  expert  research) 
and  modern  electronic  computers 
to  analyze  facts  and  fielp  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  grovi/th  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  t^an-  ^ 
agement  can  help   / 
you,  let  me  send      •' 
you  the  32-page 
fact-filled  compli- 
mentary booklet 
"Declare  Your 
Own  Dividends." 


^. 


SPEAR  / 

&STAFIflNC 

Oept.    MF-515 

Investment  Management  Division, 
Babson  Park,  Mass.  02157 

Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  M.ANAGEMENT  PLAN  for 
accounts  of  SIO.OOO  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $_ 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Some  Market  Answers 


•  What  no  \'oii  think  ol  the  .stock 
market? 

Philosophical!) ,  1  prefer  not  to 
answer  the  question.  A  fiat  statement 
could  be  misleading  inasmuch  as  all 
stocks  do  not  mean  the  same  thing 
to  all  security  bu\ers.  Objectives  are 
as  different  as  fingerprints.  The  hun- 
dreds of  individual-issue  bull  and 
bear  markets  in  the  past  three  years 
indicate  that  speculation  is  a  business 
of  specifics. 

On  an  o\  er-all  basis,  however,  tliere 
is  no  change  in  my  view  that  the  sec- 
ond (quarter  is  an  important  testing 
period.  For  example,  within  the  next 
few  months  we'll  know  how  successful 
our  money  managers  are  in  bringing 
order  and  common  sense  to  those  who 
mistakenly  consider  inflationary  price 
trends  a  permanent  way  of  life.  We'll 
know  whether  our  money  managers 
can  disinflate  without  deflating,  and 
whether  I  am  realistic  in  hoping  that 
we  are  in  a  period  of  only  mild  in- 
digestion, a  prelude  to  a  better  1970. 

If  m>  hopes  become  a  reasonable 
probabilit) ,  the  lead  time  factor  dis- 
cussed in  past  columns  will  be  at  work 
in  the  marketplace  before  July  Fourth. 
Meanwhile,  I  suggest  some  bait  in  the 
fi.shbox,  for  history  points  to  a  problem 
market  whenever  the  money  supply  is 
being  contracted,  as  it  is  now. 

Confidence  &  Common  Sense 

•  Is  it  true,  as  a  ps\chologist  re- 
cently said,  that  stock  prices  are  made 
more  by  emotions  than  by  statistics? 

In  m\  opinion  there  is  a  large  ele- 
ment of  tiuth  in  this  statement.  Emo- 
tions are  a  synonym  for  confidence,  and 
confidence  is  what  makes  the  price- 
times-earnings  multiple.  There's  very 
little  the  security  buyer  can  do  about 
this  condition  except  to  be  wary  of 
the  two  human  frailties  that  result 
in  extremes  of  earnings  multiples. 
These  are  fear  and  greed.  To  put  it 
diflerenth,  there  is  little  one  can  do 
about  a  mass  hysteria  except  take  ad- 
vantage of  it. 

•  W'hat  did  you  mean  b>  your 
statement  .some  time  ago  that  specula- 
tion is  a  common  sense  business? 

In  a  sense.  I  was  saying  that  specu- 
lation is  an  applied  art  rather  than 
a  science.  Furthermore,  stocks  are  like 


Mr.    Luric    is    a    partner    in    the    New    York    Stock 
Eichange  firm  of  losephthal   t   Co. 


merchandise  even  though  they  repre 
sent  a  partnership  in  industry.  In  thi 
connection,  the  best  merchandising 
lules  I've  ever  heard  are  twofold:  Thd 
first  inventory  loss  is  the  smallest,  and 
periodically  clears  out  slow-moving  in 
ventory.  If  these  merchandising  rule 
are  applied  to  portfolio  policy,  on( 
should  limit  losses  and  periodicall; 
review  positions  rathei-  than  sit  witl 
stale  merchandise. 

•  What  about  the  conglomerate 
that  had  .so  much  stock-market  magi' 
last  year? 

We  are  in  an  environment  that  i 
likely  to  witness  antitrust  policies  an« 
tax  legislation  aimed  at  slowing  dowi 
the  conglomerate  moA'ement.  Basicall> 
however,  the  concept  of  utilizing  bot 
management  techniques  and  a  sophist 
lated  financial  approach  to  its  fulle; 
potential  has  shaken  a  great  man 
mature  and/or  decaying  management 
out  of  their  lethargy.  But  the  concej 
was  carried  to  an  extreme  by  som 
who  thought  Chinese  money  is  a  sul 
stitute  for  management  ability.  Wit 
the  price  "wash  out"  having  bee 
se\ere,  I  suspect  a  line  of  demarc; 
(ion  is  going  to  be  dra\\ii  which  \vi 
dramatize  the  difference  in  conglonj 
crates.  And  .some  are  interesting  nov 

•  What  stocks  capture  \ou  sped 
attention  now? 

Two  diflerent  kinds — one,  the  mo 
traditional  companies  that  are  enjo 
ing  a  good  year;  the  ether,  deflatf 
past  favorites  that  are  turning  tl 
corner. 

For  example,  with  the  paper  i 
dustry  having  the  benefit  of  a  stroi 
supply-demand  situation  that  shou 
persist  for  the  next  two  years,  I  t 
lieve  Scotf  Paper  could  now  use  t 
additional  capacit\  that  is  schedul 
for  late  1970  to  make  household  t 
sues  and  towels.  Not  onh  do  packa 
products  contribute  well  over  half  t 
company's  volume,  but  past  compt 
li\e  pressures  ha\e  matiued.  With  t 
company's  high-quality  printing  a 
publishing  paper  division  also  eiijoyi 
better  demand,  I  believe  the  19 
earnings  potential  is  around  $1.70  ] 
share  as  compared  with  last  yej 
profit  of  "iil.Se.  All  of  which  coi 
make  Scott  an  interesting  holding. 

E\'eryone  will  agree  that  an\  cc 
pan\  that  has  the  following  strii 
to  its  how  represents  an  ideal  speci 


244 


FORBES,  MAY  15,  1 


w 


B, 


H 


Southern  California 
Edison  Company 

DIVIDENDS 


vnmm 


The  Board  of  Directors 

has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends; 

CUMULATIVE  PREFERRED  STOCK: 

4.08%  SERIES 
Dividend  No.  77 
25V2  cents  per  share; 

4.24%  SERIES 
Dividend  No.  54 
ZSy?  cents  per  share; 

4.780/0  SERIES 
Dividend  No.  46 
29yj  cents  per  share; 

5  80%  SERIES 
Dividend  No.  10 
36V4  cents  per  share. 

The  above  dividends  are 
payable  May  31,  1969  to 
shareholders  of  record  May 
5.  Checks  will  be  mailed  from 
the  Company's  office  in  Los 
Angeles,  May  29. 

PRENTIS  C.  HALE,  Treasurer 
April  17,  1969 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of   10.5%   net    and   higher. 

mexletter 

1  INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  11-4306 


tion:  An  inteie.st  in  growth  areas  of 
the  economy,  an  earnings  trend  which 
is  turning  upward,  a  deflated  stock 
price.  In  my  opinion,  these  yardsticks 
apply  to  General  Instrument  Corp.  I 
believe  that  two  of  the  three  major 
problems  that  resulted  in  a  decline 
in  earnings  (to  about  SI  50  per  share 
for  the  fiscal  year  ended  Feb.  28  from 
S2  in  the  preceding  fiscal  year)  have 
now  passed  the  point  of  major  im- 
pact. Secondly,  these  problem  areas 
obscure  the  fact  that  the  conipan\ 
made  progress  in  businesses  that  con- 
tribute about  two-thirds  cf  its  sales 
volume.  Thirdly,  the  second  half  of 
the  present  fiscal  year  should  show 
major  year-to-year  profit  improvement, 
and  the  full  year  should  be  slightly 
better  than  were  the  results  for  the 
year  just  ended. 

Earning  Power 

•  Does  tlie  President's  proposal  to 
repeal  the  7^  investment  ta.\  credit 
change  any  of  the  constructive  possi- 
bilities? 

1  don't  think  so — and  I  have  a 
very  rela.xed  view  of  the  new  burden 
tiiat  presumably  will  be  imposed  on 
corporate  earning  power.  With  in- 
dustry's capital  spending  formulated 
on  a  long-term  basis — which  means 
an  order  lead  time  of  months  and 
years,  whereas  the  cut-off  date  for  the 
credit  applies  to  orders  placed  after 
mid-April — I  expect  the  majority  of 
companies  to  continue  to  enjoy  sub- 
stantial earnings  benefits.  The  pro- 
posed reduction  in  the  corporate  sur- 
tax from  lO'J  to  55?  in  1970  could 
largely  if  not  fully  offset  loss  of  an\ 
investment  lax  credits  next  year. 

True,  it  can  be  argued  that  elimi- 
nation of  the  investment  tax  credit 
might  result  in  "overkill,"  for  its  im- 
pact presunvii)ly  will  be  felt  just  when 
fiscal  and  credit  restraints  are  becom- 
ing effective.  Hut  if  the  proposed  tax 
reform  becomes  law,  individuals  will 
have  only  a  2.5'i  surtax  on  next  year's 
tax  liabilities  against  10%  this  year, 
which  means  a  boost  in  consumer  dis- 
posable income. 

•  Do  you  agree  with  those  who  say 
that  penetration  of  the  triple  bottom 
at  the  900  level  in  the  Dow  would 
be  a  particularly  bearish  sign? 

Not  necessarily,  even  though  I  agree 
that  so-called  resistance  levels  (whether 
on  the  upside  or  the  downside)  are 
almost  always  violated.  If  one  were  to 
trace  the  history  of  major  downside 
penetrations  during  the  past  decade, 
I  think  he  would  find  that  this  was 
usually  the  last  ga.sp — and  a  prelude 
to  the  start  of  a  major  upswing.  In 
other  words,  although  a  downside 
penetration  would  be  most  uncom- 
fortable, it  wouldn't  necessarily  spell 
the  end  of  the  speculative  world.  ■ 


THE 


Weekly  Service  is 
Completely  Computerized 

This  up-to-the-minute,  accurate  report 
covers  ALL  NYSE  AND  ASE  STOCKS. 
The  CHARTCRAFT  WEEKLY  SERVICE 
is  programmed  to  give  .vou  complete  3 
box  reversal  point  and  figure  information. 

You  get:  Full  Name  of  Stock  •  Reference 
Point  {Last  Entry  on  Chart)  •  Recordable 
Price  Changes  (Daily  Price  Changes)  •  Buy 
or  Sell  Signals  •  Price  Objectives  •  Stop- 
Loss     Points   •    Relative     Strength     Figures 

CHARTCRAFT  also  gives  .vou  a  com- 
plete analysis  of  the  Dow-Jones  Industrial 
Average  plus  an  Immediate  Trend  Report 
for  both  the  NYSE  and  ASE  stocks.  In 
each  issue  we  present  charts  of  those 
individual  stocks  which  we  consider  to  be 
"Selected    Trading    Opportunities." 

You  get  clear,  imhedeed  advice  when 
vou  subscribe  to  the  Chartcraft  Weekly 
Service  We  may  not  be  right  all  the 
time,  but  .vou  don't  have  any  "ifs,  ands 
or  buts"  when  we  tell  .vou  the  market 
is  going  up  or  down.  You  can  compare 
your  holdin  s  to  our  report  to  check 
price  objectives  and  stop-loss  ooints — buy 
and  sell  signals.  See  what  the  P  &  F 
charts  say   about   .your  stocks. 

Chartcraft  is  one  of  the  Hrgest  Point 
and  Figure  Service  Publishers  in  the 
country,  serving  both  the  trader  and  in- 
vestor with  precise  market  information 
for  over  22  >ears. 

4   WEEK   TRIAL   AND   CHARTCRAFT 
METHOD  BOOK  ONLY   $12.50 

When  you  take  a  4-week  trial  sub- 
scription to  the  CHARTCRAFT  WEEKLY 
SERVICE  we  will  also  send  by  First 
Class  Mail  as  a  bonus — the  128-page, 
best-selling  Chartcraft  Method  Book. 
(This  bool;  resularly  sells  lor  $3.95.)  The 
complete  package  is  only  $12.50.  Just  send 
.vour  check  toda.v — $12.50  for  a  4-week 
trial  plu  ;  metho  i  book  to — Chartcraft.  Inc., 
Dept.  F-172,  1  West  Ave..  Larchmont.  N.  Y. 
10538. 

N.Y.   State   Residents  Add   Applicable  Tax. 
NY.    City    Residents   Add    6%    Tax. 


MARKET    TIMING    and 
STOCK    SELECTION 

by   POINT   and    FIGURE   technique 

This  method  of  market  iinalysis  huilds 
your  independent  judgment  in  helping  to 
select  the  riglit  slocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors    in    their    market    operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for   Portfolio    F-108. 

MORGAN,  ROGERS  &  ROBERTS,   Inc. 
150  Broadway  •  New  York  38,  N.  Y. 


EASIER  WAY  TO  TRADE  FOR  BIGGER 

COMMODITY 
PROFITS 

Once-a-week  instructions  to  your  broker  take  care 
of  all  tradina  details.  Our  weekly  letter  tells  you 
where  to  buy,  sell,  take  profits  or  place  stops. 
Learn  how  to  increase  capital  and  income  in  these 
fast  moving  markets  that  enable  your  funds  to 
work  10  times  as  hard  as  in  common  stocks.  Send 
for  free   booklet   and   recent  trading   bulletin   today. 


MANAGED   ACCOUNTS 

Personal  management  under  limited  power  of 
attorney  is  available  for  accounts,  trading  in 
commodity  futures.  The  solicitation  of  clients 
is  made  only  through  the  offering  circular, 
copies  of  which  may  be  obtained  from  the 
undersigned  except  in  those  states  wherein 
the  undersigned  is  not  legally  qualified. 


COMMODITY  FUTURES  FORECAST 

90  W.  B'way,  New  York  7,  BA  7-6484 


IJES,  MAY  15,  1%9 


245 


T.ROWE  PRICE 
GROWTH  STOCK 
FUHDJHC. 

I.  1950 

A  HOLOAD FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center.  Dept.B 
Baltimore,  Md.  21201 

Zip 


Growth 
industry  ^^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  \%  on  $25,000  or  more. 


I 
I 
I 
I 
I 

Ni 


Mall  coupon  below  (or  copy  ol  prospectus. 


Growth  Industry  Shares.lnc, Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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Trends 

&  Tangents     , 

(C<)iili)niccl  from  page  30) 


Out  of  Gas? 

The  impendiiifi  shortage  of  natu- 
ral gas  (sec  p.  210)  isn't  some- 
thing the  U.S.  faces  some  years 
down  the  road.  According  to  John 
F.  O'Leary,  director  of  the  U.S.' 
Bureau  of  Mines  and  former  head 
of  the  Federal  Power  Commission's 
Natural  Gas  Bureau,  it  could  begin 
to  be  felt  next  year  when  some  new 
customers  are  denied  natural  gas 
sen'ice.  "We  are  not  running  out  of 
resources, "  O'Leary  says,  "but  out 
of  the  technology  to  exploit  them." 
And  he  adds:  "At  the  most  opti- 
mistic, we  are  between  five  and 
se\en  years  awa\  from  having  a 
viable  gas  sNuthetic  technology  in 
place  and  capable  of  supplement- 
ing oui'  natural  supplies." 

Not  Us 

When  an  oil  compan\  bu\s  an 
aerospace  outfit,  a  truck  maker,  a 
bank  holding  company,  an  air- 
conditioner  maker  and  interests  in 
a  shipping  line  and  a  broadcaster, 
it  risks  being  called  a  conglomerate. 
But  Chainnan  Forrest  N.  Shumway 
of  Signal  Cos.  doesn't  ha\e  to  like 
the  tag.  "I  damn  well  resent  being 
classified  with  a  bunch  of  other 
companies,"  he  told  Forbes.  "I 
don't  want  to  be  judged  by  Jimmy 
Ling's  performance,  and  I'm  sure 
he  doesn't  want  to  be  judged  b> 
mine. "  It's  true,  however,  that 
Shumwa>'  hasn't  acted  much  like 
a  conglomerator  of  late.  He  hasn't 
made  an  acquisition  in  two  years; 
he  sold  off  his  Emopean  oil  cor- 
porations last  year  for  $100  million; 
and  he  has  made  heavy  capital  in- 
vestments in  the  companies  that  he 
has  ac()nired. 

Eastward,  Ho! 

The  growing  of  bee!  cattle  has 
increased  so  rapidh  in  the  eastern 
states  that  home  is  no  longer  on 
the  range  for  a  growing  percent- 
age of  beef  animals,  according  to 
a  survey  b\  Merck  &  Co.'s  chemical 
di\ision.  The  fastest  growth  is  in 
the  states  of  the  Southeast  (includ- 
ing Arkansas  and  Louisiana),  which 
toda\'  raise  close  to  one-fourth  of  all 
U.S.  beef  cattle,  including  calves. 
Thus  states  like  Keutuck\ ,  Tennes- 
see and  Mississippi  each  have  a 
larger  beef  cattle  population  than 
any  of  the  traditional  western 
ranching  states  except  Texas,  Okla- 
homa and  possibly  Montana.  ■ 
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ARE  NO-LOAD 

FUNDS  A 

DARGAIH? 

....  FundScope  uncovers  the  facts, 

Of  314  mutual  funds  surveyed  by  FundScope,  5; 
charge  no  sales  commission,  while  the  rest  make  i 
sales  charge  from  1%  to  8.85%.  From  the  stand 
point  of  getting  your  dollar's  worth,  FundScopi 
compares  BUYING  COSTS  (sales  commissions)  witi 
PERFORMANCE  RESULTS  and  comes  up  with  somi 
very  significant  information.  It  shows  that  for  ou 
latest  tabulated  12  month  period,  among  the  TOP  21 
funds,  8  are  No-Load  funds ...  for  the  latest  5  yea 
period,  20  of  the  Top  25  are  Load  funds  and  5  ar 
No-Load  funds.  FUNDSCOPE  NAMES  THESE  FUNDS 
In  addition,  you'll  see  exactly  how  the  5  top  No-Loa 
funds  compare  with  the  5  top  Load  funds  in  10  yea 
growth  performance  results ...  and  how  the  "Go-Gd 
performance  No-Load  funds  compare  with  "Go-Go 
Load  funds. 

You'll  see  for  yourself  how  No-Load  funds  an 
Load  funds  compare  for  GROWTH ...  for  INCOM 
...  for  STABILITY  in  both  rising  market  periods  an 
declining  market  periods. 

Packed  with  factual  data,  FundScope's  exclusiv 
issue  reveals  which  funds  are  a  "bargain"  and  whic 
are  expensive.  You'll  learn  how  to  avoid  "hidde 
costs"  and  make  your  purchase  of  mutual  funds 
bargain  ...  not  false  economy. 

Why  would  a  New  York  Stock  Exchange  broker  se 
you  a  No-load  fund  that  will  pay  him  no  commi 
sion?  What  should  investors  look  for  regardir 
"redemption  fees"?  Are  expense  ratios  significa 
to  investors?  Is  the  type  of  fund  you  choose  impc 
tant?  Which  funds  have  a  "Keogh  Plan"?  FundScoi 
answers  these  and  many  other  questions  design' 
to  help  you  avoid  the  pitfalls  that  trap  so  ma 
uninformed  investors. 

If  your  goal  is  successful  performance  frc 
mutual  funds,  let  FundScope  provide  you  with  t 
facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOF 
IT  PRESENTS  INFORMATION  NOT  AVAILABLE  Ar 
WHERE  ELSE-AT  ANY  PRICE.  Before  you  make  a 
important  decisions  regarding  mutual  funds,  you  o 
it  to  yourself  to  see  why  each  month  over  23,0 
investors,  brokers  and  money  managers  from  evi 
state  and  48  foreign  nations  read  FundScope.  N 
in  its  11th  year,  this  independent  mutual  fund  bil 
helps  point  the  way  toward  more  intelligent  inve 
ing.  FUNDSCOPE  COVERS  375  MUTUAL  FUNDS.  Th 
IS  BY  FAR  THE  MOST  COMPREHENSIVE  REGUL 
COVERAGE  AVAILABLE  TO  THE  PUBLIC. 

SPECIAL  OFFER  (New  trial  subscribers  only)  Se 
just  $14  and  receive  a  3-month  subscription  . 
FundScope  beginning  with  the  May  "Quarte 
Review"  issue  featuring  performance  results  for 
first  quarter  and  the  past  12  months.  You'll  a 
receive  the  June  "Withdrawal  Plan"  issue  and 
big  July  issue  covering  performance  results  for 
different  periods. 

PLUS  4  BIG  BONUSES 

1.  NO-LOAD  FUNDS  vs.  LOAD  FUNDS.  A  special 
page  reprint  from  FundScope's  famous  Janu 
issue  featuring  the  previously  mentioned  data 

2.  1969  MUTUAL  FUND  GUIDE  with  308  page;, 
vital  performance  and  statistical  information . 
375  funds,  including  their  addresses.  | 

3.  KEOGH  IS  FOR  YOU.  An  8  page  reprint  desig  J, 
to  help  educate  those  qualified  for  participat  | 

4.  MUTUAL  FUNDS  &  LIFE  INSURANCE.  A  spef' 
reprint  that  examines  these  combination  p, 
ages. 

ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  i 
above  offer  with  a  full  14-month  subscription,  s  I 
$39.00  (10-day  returnable  guarantee).  Include  fi 

FundScope,  Dept.  F-94,  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 
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THE  FUNDS 


Do   You  Have 
Any  Questions,  Sir? 

TiCERES  an  eas\  \vu>  to  bu\  mutual 
funds.  A  lot  of  people  use  it.  They 
just  look  at  the  latest  short-term  per- 
fonnance  record  and  buy  the  fund 
that  went  up  the  most.  That's  sort 
of  the  \va\  the>  pick  horses,  isn't  it? 
Onl\  mutual  funds  aren't  like  race 
horses.  The>'re  not  even  all  nmning 
in  the  same  races.  So,  how  do  you 
handicap  them?  What  do  you  ask  the 
salesman  after  he  has  told  >()u  how- 
well  the  particular  funds  he  pushes 
are  doing?  Fokbes  polled  some  ex- 
perts in  the  field.  W'e  asked  them 
what  thiy  would  ask  the  salesman 
by  way  of  getting  at  tlie  real  cjues- 
tion:  Is  this  the  fund  for  me?  Here 
are  the  questions  the  experts  would 
ask: 

Wliat   is   tlic  fiiiuts   real   <ioal  and 
nhat  is  its  success  in  (icliicviiifl  it? 

E\er\  fund  has  a  prospectus  stating 
its  goal,  but  these  statements  are  usu- 
ally   meaningless.    "Poter.tial    growth" 
the  prospectus  will  say,  or  "possible 
long-tenn  appreciation  combined  with 
presen ation  of  capital."  Meaning?  Ask 
the  salesman  about  the  management's 
style  of  play.  Is  this  a  manager  who 
is    trying    for    the    best    perfonnance 
of  the  year  and  damn   the  toipedos? 
If  so,  he  may  be  making  capital  gains 
this    year    in    hopes    that    the    fund 
salesmen  will  push  his  fund,  but  he 
may  be  neglecting  the  risks.  Comput- 
ers ha\e  demonstrated  that  the  fund 
that    is,    say,    tenth    best    every    \ear 
performs  better  in  the  long  nin  than 
the  fund  that  is  best  in  any  one  year. 
Example:  The  Dreyfus  Fund  was  the 
first  "performance  fund"  in  the  sense 
that  it  tried  to  do  more  for  its  share- 
holders than  simpK  invest  in  a  broad 
section    of    the    American    economy. 
i    But  Dreyfus  has  never  been   first  in 
I    any   given   year,   never   wants  to   be. 
j    Yet  it  has  man\    times  been   in   the 
!    top  dozen   or  so,   and   over   the   last 
I   decade  its  shareholders  have  enjoyed 
j    a  gain  of  264'i. 

f  In  contrast  is  Fred  Can's  Enter- 
prise Fund.  It  was  a  top  perfoiming 
fund  during  1967  and  1968.  The 
.salesmen  used  this  fact  to  bring  in 
the  customers  and  to  push  its  total 
assets  from  8240  million  to  SI  billion. 
The  management  company  was  able 
to  go  public  to  the  tune  of  over  $150 
million  for  themselves.  But  since  the 
first  of  this  \ear,  the  fund's  net  asset 
value  has  fallen  11.8%. 
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Should  you  move  from 
sfocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 

(no    broker   lee) 

are  moving  far  in  front  of  other  mutual  funds? 


—  AMERICAN  INVESTORS 

-JOHNSTON  FUND 

-NEW  HORIZONS 

-DREXEL  EQUITY 

-LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

—PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

—  NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

Na-ioad  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  11  selected  no-load  funds  of  v/hlch  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated 
each  month.  You  receive  concise,  unbiased  information  on  important  actions 
within  these  dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast 
of  the  mutual  fund  market  with  this  profitable  guide  to  investment. 

NOW. . .  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  growing 

funds. 


_   Chas.   H.  Thomas   inc.   Dept.   F  20-9 

I    P.O.  Box  667 

■    Los  Altos,  Calif.  94022 

■   Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  11   NO-LOAD  FUNDS  that  are 
■I   equalling  the  30-Fund  AGFR  average. 


Name. 


Address- 
City 


State. 


Zip- 
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R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY   DIVIDEND 

A  quarterly  dividend  of  550  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able June  5,  1969  to  stockholders  of  record  at 
the  close  of  business  May  9,  1969. 

WILLIAM    R.    LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
April  17,  1969 

Sixty-nine  Consecutive  years  of  Cash  Dividend  Payments 

R    J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 
TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN   PRODUCTS    •    ALUMINUM   PRODUCTS     •     °ACKAGING  MATERIALS 


TENNECO  INC. 


DIVIDEND 
NO.  87 


HOUSTON, TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32c:  per  share  on 
the  Common  Stock,  payable  June  17, 
1969,  to  stockholders  of  record  on  May 
23,  1969. 


M.  H.  COVEY,  Secrefary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •      Oil 
Land  Use      •      Manufacturing 


Dors  tlir  (iiikI  r.icii    "Ifllcr"  stocks': 

Letter  stocks  are  miiegistored  se 
curities.  That  means  the>  are  not  leg 
isteied  with  the  SEC  for  public  dis 
tribution.  A  sophisticated  investor  lik» 
a  fund,  however,  can  buy  the  stock: 
at  a  cHscount,  but  letter  stocks  can  Im 
resold  only  after  some  820,000  in  lega 
iees  are  paid  .uid  the  length)  reg 
istratioii  process  is  over.  Mutual  fund: 
are  increasingly  buying  these  lette 
stocks  but  are  reducing  their  own  flex 
ibilitN'  since  the  holdings  are  not  im 
mediately  liquid.  Such  illitjuidity  con 
tradicts  the  supposed  nature  of  a  mu 
tual  fund,  with  its  legalK'  require* 
se%en-(lay  redemption  privilege.  Man; 
funds  have  bought  letter  stocks  cheap 
then  marked  them  up  near  the  marke 
price,  thereby  achieving  instant  am 
somewhat  illu.sory  performance. 

The  Mates  Fund  was  the  fir.» 
ca.sualty  of  this  gimmick.  A  substantii 
part  of  its  spectacular  performanc 
was  piovided  by  a  holding  of  Onieg 
EcjuitN  Cioip.'s  restricted  stock.  Whe 
the  SEC  suspended  trading  in  Omegi 
Mates  had  to  revalue  its  Omega  hole 
ings  clown,  but  not  before  it 
forced  to  halt  redemptions,  since 
could  not  calculate  its  net  asset  \al 
per  share. 


Wf 


Wliaf    perct'tttagc    of    the    funa 
portfolio  is  in  Anwx  stocks?  Or  ovi 
tlu'-coioitcr? 


ta; 


These  stocks,  almost  b>'  definitio 
are  thinly  capitalized.  The\'  ma\  so 
in  price  because  a  few  funds 
an  interest  at  the  same  time,  whi* 
has  the  effect  of  driving  up  the  piii 
of  the  stock. 

What  is  the  anniidl  tiinwccr  of  I 
fund's  portfolio? 

That  meai.s,  of  course,  the  dol 
amount  of  stocks  it  has  .sold  in  re 
tion  to  its  total  as.sets.  If  the  tui 
over  is  al)()ve  .oO"?,  it  ma\  mean  tl 
the  fund  is  trading  in  and  out 
stocks  on  a  slioit-term  basis.  It  a 
ma\  mean  that  the  fund  is  using  I 
tremendous  brokerage  commissi( 
generated  tlieieb>  to  reward  fii 
salesmen,  including  yours,  for  recc 
mending  that  particular  fund.  In  fi 
\()u  might  ask  \()ur  salesman  whet 
he  is  being  compensated  above  i 
be>()ncl    his    stated    sales    coinmis.si 

How  loit<i  has  llic  fund  been  sell 
shares  to  the  p\d)lic? 

This    may    not    be    important, 
again  it  may  be.  Some  funds  stand 
their  records  of  several  years  bejj 
they   go   public.   This    means   tha 
sponsor    could    have    started    sev  [ 
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ixatc  fiituls,  aiul  gone  public  witli 
e  onl\  one  that  tle\elopecl  a  good 
L-ord  while  still  in-house. 

Doc^  lUc  fiiiut  liavc  (I  g(Hi»iict? 

N[aii>  fnnils  ha\e  come  out  with 
lat  Madison  A\enue  calls  a  "inncjue 
Jing  proposition.'  Competiti\e  Cap- 
1  has  fi\e  different  competing  port- 
Bo  managers,  a  situation  that  could 
ike  managers  worn  about  this 
ar's  record  rather  than  next.  First 
iiltifund  of  .\merica  invests  in  the 
ires  of  other  mutual  finids.  Con- 
)merate  Fund  (sfc  p.  250)  in\ests 
link  in  the  shares  of  conglomerates. 
It  funds  that  spetiali/ed  in  particu- 
■  industries,  such  .is  .lirline  stocks 
insurance  stocks,  have  l)een  poor 
ig-tei-m  holdings. 

lldu    hi'j.  is  llii    fund? 

The  salesman  ma\  tell  >ou  that 
mall  fun<l  can  do  Ix'tter  than  .1  large 
id.  Man\  small  funds  can  invest  in 
mil  companies,  auiX  the  fund  pur- 
ases  themselves  can  reinforce  the 
ward  movement  of  the  stock.  Hut 
is  does  not  mean  that  the  fund  will 
t  slow  down  when  its  size  forces  it 
iinest  in  medium-si/ed  compames. 
)r  does  it  mean  that  the  fund  might 
t  Iiaxe  difficult\  unloading  the 
,ires  in  thiiiK  capitalized  companies. 


D. 


thi-  fund  hull  iicic  i.wiiis? 


Sonic  mutual  funds,  because  ol  the 
loiint  ot  brokerage-  commissions 
?y  izenerafe.  are  treated  lavorabK 
leii  brokers  allocate  shares  in  new 
nes  In  markets  such  as  the  present 
e,  these  issues  often  go  to  high 
■miuins  overnight,  giving  the  fund 
k1  perfonnance.  But  in  a  sour  mar- 
new  issues  turn  sourer  than  an\ 
ler  stocks  and  represent  more  big 
:s  in  a  fimd's  portfolio. 

^.aii  the  fund  Ixniotc.  sell  slioil.  huij 
and  ((dls  or  iciintinfs? 

t  these  speculati\e  tools  might 

e  been  used  to  give  the  fund   its 

cl   jierformance.    Hut    the    leverage 

offer  can  work  both  wa\s,  and 

ought  to  know  abo!it  it. 

an  fund  salesmen  answer  all  the 
rtions  to  your  satisfaction?  His 
t  likely  response  ought  to  be  that 
kill  be  glad  to  find  the  answers  to 
1.  He  may  not  like  doing  the  e.xtra 
for  his  potential  commissions. 
at  least  he  will  respect  your 
ledge  of  the  risks  in  today's  niu- 
fund  market.  And  \ou  will  be 
r  informed  about  what  >ou  are 
>g  your  hard-earned  capital  on. 


OBJECTIVE 

possible  growth  for 
your  investment. 


iSll£: 


^^^^F^^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION,  PLEASE  SEND  FREE  PROSPECTUS/ LITERATURE  TO: 


AOORfSS 


STATE 


GROWTH    REPORT 

Earnings  of  $0.51  per  share  on  total 
sales  of  $14,123,891  for  the  first 
quarter  of  1969  were  less  than  last 
year's  $0.72  per  share  (re-stated  to 
reflect  the  10  percent  federal  income 
surtax  retroactively  applicable  to  first 
quarter  operations,  and  not  accrued 
in  the  first  cfuarter  of  1968)  on  sales 
of  $12,777,031.  First  quarter  1969 
earnings  are  reduced  by  increased 
employment  costs  occasioned  by  the 
new  labor  contract;  rising  costs  for 
materials  and  sen/ices;  expenses  of 
start-up  of  the  new  rolling  mill  and 
associated  equipment;  and  the  aug- 
menting of  personnel  necessary  to 
meet  the  growth  challenges  of  the 
1970's. 

DIVIDEND  NO.  211 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able June  15,  1969  to  shareholders 
of  record  at  the  close  of  business 
May  28,  1969. 


April  24,  1969 
Latrobe,  Pa. 


G.  E.  McDonald 
Secretary 


LATROBE 

The  Specialty  Steel  Company 


Check  The  Fast 

Moving  Stocks  In 

Today's  Fast  Moving 

Market  With 

COMPUSTRENGTH^  REPORT 

Ultra    High    Volume    •     •     Relative    Strength 

Kvnv  Wfdiifsiliiy.  the  ratio  ol  thi-  cln^iiit;  \nu\ 
n\  t-a.-Ji  NYSK  .111(1  ASK  stock  is  rakt-n  a^aiiiM 
jl>  iiioviii.L,'  iivera^,'e  pik'u  I<»r  each  ut  tin-  tinn' 
i»enods;  id.  20,  and  ;^IJ  wet-ks.  ir  a  plus  iHTti-m 
aye  rt'sulr.>*,  it  signilies  the  curicnt  piicc  is  above 
irs  ninvinji  aveiase  for  that  (leiiod.  A  minus  per- 
'■entaxe  shows  it  is  helow  its  niovinj;  average. 
The  higher  tlie  pins  ptTrenraK*'.  the  .stmnycr  Ihe 
stock;  the  lower  the  percentage,  the  weaker  the 
stock. 

In  the  sair;e  fashion  i'O.MITSTKKNGTH  calcii 
iafes  the  normal  or  average  volume  of  each 
N'>  SK  and  ASK  stock  for  lit.  20,  and  :;0  week 
Ipciiods  and  then  Bives  the  percentage  !)>  which 
thf  •■iirrcnt  Wednesday  closing  vohinic  is  aljnvc 
m   li.-l.iw  its  niovini;  average. 

SPECIAL    FEATURES 

ro.MI'l  STUKN(iTll  lists  separately  th.*  L*". 
sHR'ks  on  both  ihe  NYSK  and  ASE  wbtcli  1 
Have  the  highest  volume.  2.  Tlie  .strongest  rela- 
tive strength,  .'i.  Tlie  weakest  relative  sTn-iiKth 
Kach  tor  10.  20,  :;0  weeks!  (Mt.MITSTKKNtni! 
also  marks  with  an  *  eveo  stock  \\hich  Iiiis 
nme  from  a  minus  to  a  plus,  or  a  phis  to  a 
mimis,  percentage. 

SPECIAL 
l!\TRODlCTORY  OFFER 

Prove  to  yourself  that  this  revolutionary  new 
service  can  help  you  pinpoint  your  selection  of 
stocks  and  systematize  your  timing.  Try  our  spe- 
cial introductory  subscription  of  four  issues  and 
explanation  sheet  for  just  $20.00. 
.St-mi  ihi^  ;ul  ami  clirck  with  yuur  uame  ami 
«(l(lies>  in  LM.MtTtK.\FT.  l.NC.  Dei)t.  Vlfitt. 
I   West  .\\e..   I,aiclinioilt,  X.Y.    in.->3S. 

N.Y.  State  Residents  Add  Applicable  Tax. 
N.Y.   City    Residents   Add    6'„   Tax. 
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iMillllillllllliilililiiliiNiiiliiilillilliiiiiiliniiiiiiiiii>iiiiiiiiiii':iiiiiiiNiiiiiiiiiiiilliliiiliiiiililiiliiiiiilililili| 

I  WARRANTS  I 

i  move  faster  and  further  than  any  other  type  of  g 

1  security — both  up  and  down.  Thus,   in  previous  ^ 

i  years,    General   Tire   &   Rubber   Warrants  moved  g 

i  from  41/2  to  20s  and  United  Air  Lines  Warrants  g 

§  from  4V4    to   126   amid  a   host   of  similar   ei-  g 

g  amples,   while  a   Martin-Marietta   Warrant  skid-  g 

g  ded  from  46'/»    to   14%   with   plenty  of  down-  | 

g  side  company.  Since  the  outstanding  leverage  of  g 

1  Warrants  is  indisputable,  and  since  the  number  g 

S  of  actively-trading  Warrants  is  growing  rapidly—  g 

=  141  currently  that  you  should  know  about — with  ^ 

1  more  top'fliiht  companies  issuing  Warrants;  AMK,  m 

1  Gulf  &  Western,    Ling-Temco,    Loew's  etc. — you  | 

g  should  know  what  Warrants  are,  which  Warrants  g 

M  trade  in  today's  markM.  and  the  basic  rules  for  g 

g  recognizing  opportunities  In  Warrants  (and  dan-  g 

g  gers)   when   they   occur.  m 

I  The  R.H.M.   Warrant  &  Stock  Survey   +   Stocks  | 

1  Under    10,    is  one  of  the   largest   and    most   re-  g 

g  spected    investment   services   covering   the   War-  g 

g  rant  field,  with  more  than  two  decades  of  ser-  g 

g  vice  to  investors  under  the  editorship  of  Sidney  g 

g  Fried,  a  name  associated  with  the  Warrants  field  g 

g  in   every  financial   center  of  the  western   world.  = 

g  Let  us  tell  you  how  our  service  approaches  devel-  g 

g  oping  opportunities   in  Warrants,   in  the  general  g 

g  stock  market,  and  in  "Stocks  Under  10".  There  g 

g  is   no  obligation,    and   there   is   no  cost  for  this  g 

g  valuable  information,  yet  it  could  mean  a  great  g 

g  deal    to   you    in    the   active   markets   ahead.    For  g 

g  your  free   CODV.    send    today   to  Warrants     Dept.  g 

=  F-405.    R.H.M.    Associates,    220    Fifth    Avenue,  g 

g  New  York,   N.Y.,    10001.  | 
liiiiiiiiliiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiMiiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiMi 


Xerox    •   Avon    •    Polaroid 
Weyerhaeuser    •   Control  Data 

The  above  stocks  were  oil  traded  over-the- 
counter,  not  many  years  ago,  at  small  frac- 
tions of  their  present  values.  The  OTC  market 
is  still  the  "ground  floor"  for  investment 
growth  opportunities. 

You  can  keep  informed  on  the  OTC  market  by 
subscription  to  the  monthly  OVER-THE-COUN- 
TER SECURITIES  REVIEW-ONLY  magazine 
concentrating  on  OTC  Securities.  Each  issue 
carries  corporate  information  on  scores  of 
companies.  Get  broker  reviews  and  annual  re- 
ports through  our  Free  Literature  Service. 
For  a  full  year:  (12  issues)  subscription  to  OTC 
SECURITIES  REVIEW,  send  only  $10.00  ...  for 
a  6  month  trial  subscription,  send  only  $6.00. 

OVER-THE-COUNTER 
SECURITIES  REVIEW 

Dept.  10  Jenkinlown,  Pa.  19046 

P.S.  Please  send  SIO  additional  for  your  recently 
off  the  press  postpaid  copy  of  the  1968  Edi- 
tion of  OVER-THE-COUNTER  SECURITIES  HAND- 
BOOK covering  more  than  1,700  OTC  companies 
in   depth.    More   than    170   pages,   SV2"   by    11". 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  tias  declared  a 
quarterly  dividend  of  22'/2«  per  share 
on  ttie  outstanding  Common  StocK, 
payable  on  June  2,  1969,  to  stock- 
tiolders  of  record  on  May  16,  1969. 
The  Common  Stock  was  fiplit  2-for-l 
at  the  Annual  Meeting  of ;  ockholders 
on  April  16,  1969,  and  the  2ZV7i  dec- 
laration is  equivalent  to  the  45<  a 
share  being  paid  quarterly  before  the 
split.  The  transfer  books  will  not  close. 
April  24,  1969. 
RAMSEY  E.  JOSLIN,  Treasurer 
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Comedy  of  Errors 

Last  month  began  with  April  Fool's 
Day,  and  the  mutual  fund  industry 
seemed  to  take  it  literally.  The  first 
indication  was  a  rash  of  newspaper 
ads  announcing — would  you  believe 
it? — the  Conglomerate  Fund  of  Amer- 
ica, Inc.  It  came  hard  on  the  heels  of 
the  stock-market  slide  in  the  conglom- 
erates, the  Justice  Department's  move 
against  Ling-Temco-Vought  and  the 
SEC's  questioning  of  conglomerates' 
"Chinese  money"  practices,  as  well  as 
the  New  York  Stock  Exchange's  refusal 
to  list  certain  conglomerate  debt  securi- 
ties where  earnings  could  not  reason- 
ably support  their  interest  expense. 

The  intent  of  the  new  fund,  the 
prospectus  announced,  was  to  invest 
not  only  in  conglomerate  common 
stocks  but  also  "in  convertible  debt, 
convertible  preferred  stocks,  warrants, 
and  rights  issued  by  its  portfolio 
companies."  The  prospectus  warned 
that  "because  of  the  complex  cor- 
porate and  financial  structures  of  some 
Conglomerates  and  because  of  their 
current  consolidated  accounting  and 
reporting  practices,  special  skills  may 
be  required  to  analyze  and  evaluate 
the  securities  of  Conglomerates."  Un- 
fortunately, it  went  on  to  concede,  the 
fund's  advisor  was  newly  fonned  and 
had  no  previous  experience  of  any  kind 
as  an  investment  advisor.  The  real 
joke,  if  it  can  be  considered  that,  is 
that  the  fund  was  conceived  and 
registered  with  the  SEC  over  a  year 
ago,  when  conglomerates  were  hot. 
The  fund-buying  public  is  lucky  that 
it  took  so  long  to  bring  it  out. 

But  April  was  not  over.  Next,  the 
Investment  Company  Institute,  the 
mutual  fund  industry's  trade  organi- 
zation, confessed  to  a  clerical  error 
that  led  it  to  over-report  by  nearly  $1 
billion  the  amount  of  cash  held 
by  the  $53-billion  industay.  The  mis- 
take was  not  merely  typographical,  be- 
cause the  analysts  attach  great  im- 
portance to  the  potentialK'  bullish 
impact  of  large  cash  holdings  by  the 
mutual  funds  in  a  sluggish  market. 

Finally,  Robert  Metz  in  his  l^cw 
York  Tinu'-s  stock  inarket  column  re- 
vealed that  Nonnan  Dace\',  that 
doughty  champion  ot  the  common 
man  {How  To  Avoid  Probate),  whose 
latest  endeavors  have  been  derivative 
shareholder  suits  against  mutual  funds 
holding  "letter"  stock  (.sec  p.  248),  had 
been  caught  with  his  suit  down,  Metz 
discovered  the  fact  that  Provident 
Fund  for  Income,  of  which  Dacey  is 
a  management  coinpany  advisory  com- 
mittee member,  holds  restricted  stock 
which  it  values  at  $1.3  inillion  vs.  a 
cost  of  only  $141,800. 

Dimce  cap,  anyone?  ■ 


433rd  niridentt 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  101  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70^)  a  share  will 
be  paid  on  June  13,  1969,  to 
stockholders  of  record  May 
16,  1969. 

W.  IRVING  OSBORNE.  JR. 

Chairman  and  President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Troilmobile 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 
The  Canadian  Kellogg 

Company,  Limifed 
Kellogg  International  Corp. 
Troilmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Unimalion,  Inc. 
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DIVIDEND  NOTICE 

More  than  775,000  owners  of 
Standard  Oil  Company  ( New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90??  per  share  declarec 
April  24,  1969  and  payable  June 
10,  1969  to  shareholders  of  rec- 
ord May  8,  1969. 

1969  is  the  87th  consecutiv* 
year  in  which  cash  dividend 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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WHEELS 

The  1969  Simmons  Study 
shows  that  61.5%  of  FORBES' 
readers  own  two  or  more  cars  | 

Among  all  57  publications 
measured  in  this  study, 
FORBES  has  the  top  concen- 
tration of  these  multi-car 
households. 

FORBES  readers  don't  just  ov  | 
American  business. 

They  run  it. 

Forbes:  capitalist  toil 
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FORBES,  MAY  If 


READERS  SAY 


(Continued  from  page  46) 

ieU  in  complete  agreement  witli  your 
irticle  that  there  is  no  real  long-range 
substitute  tor  qualit>  securities  and  a 
.■apable  management  team  to  super\ise 
such  a  fund.  Perhaps  this  is  why  I 
noticed  your  listing  in  tenth  place  of 
Financial  Industrial  Fund,  .\lthough  this 
fund  has  done  quite  well  for  its  investors 
For  many  years.  I  believe  that  the  listing 
credit  shoidd  have  gone  instead  to  its 
nster  fund.  Financial  Industrial  Income 
Fund,  which  is  the  one  that  actually 
<h(iwed  such  a  fine  perfonnance  last  year. 
— DORUS  D.  .\ldebm.\n 
Memphis.  Tenn. 

Riadii    Alderman    knows    his    funds. 
Tt...  lifting  belongs  to  Financial  Industrial 
le  Fund   with  a    1969  decrease  of 
:., — Ed. 

Ws  Not  So 

Sut.  In  the  article.  "Money  in  tlie 
Oassroom"  (  Fokbes,  Apr.  15),  you 
classify  the  dietitian  with  vocational 
sch(K)l  graduates.  In  fact,  a  member  of 
the  .■\merican  Dietetic  Association  has 
i-oiiipleted  four  years  of  college  and  a 
post-uraduate   internship  year. 

—  \I.\nEI.INI':    VAN    DEH    ZlEL 

riiathani.  \.T. 

What  a  Ball  Game! 

SiH:  \oiir  article  entitled  lk)\  .Score" 
liFact  i-  Comment  .Apr.  15)  certainly 
■  ~  no  home  run.  not  e\en  a  first  bag- 
I  voted  for  Nixon  on  the  basis  of 
nis  campaign  promises.  To  date  nothing 
has  been  accomplished.  If  this  is  the  Box 
Score,  this  is  ;i  liclluva  "Ball  (^ame." 

— Ei.i  .A.  Hovv.MU) 
White  Plains,  X.Y. 


Clarification 

FoKBE.s'  article  on  Integrated 
Resources.  Inc.  ( May  I )  stated 
that  its  founder  Selig  A.  Zises  was 
following  "in  his  fathers  footsteps" 
by  going  into  the  leasing  business 
and  that  "the  Zises  family  made  a 
small  fortune  when  Banker's  Leas- 
ing was  sold  to  the  Southern  Pacific 
Railroad."  Tlie  two  statements  are 
literally  correct,  but  take!)  together 
may  be  misleading.  Selig  Zises' 
father.  Bernard  Zises  was  indeed 
connected  with  Banker's  Leasing 
but  not  as  a  stockholder  or  foun- 
der; Selig's  uncle,  Alvin  Zises,  was 
the  founder  and  principal  stock- 
holder of  Banker's.  Neither  Alvin 
Zises,  nor  any  member  of  his  im- 
mediate family,  is  in  any  way 
connected  with  his  nephew's  com- 
pany. They  own  no  stock  and 
were  not  in  fact  mentioned  in  the 
story. 


WMl 
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255rn  COMMON  DIVIDEND 

A  regular  dividend  of  Fifty 
Cents  (50c)  per  share  has 
been  declared  upon  the 
Common  Stock  of  The 
American  Tobacco 
Company,  payable  in  cash 
on  June  2,  1969,  to  stock- 
holders of  record  at  the 
close  of  business  May  9, 
1969.  Checks  will  be  mailed. 

C.  A.  Mehos,  Treasurer 
April  29, 1969 


^a 


Products  of  <J^n£/  <J'i^m£A.az<]i/n/  <J(ju<ijae<>^\^x/mpxi/nu^ 
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AND  SUBSIDIARIES 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Quarterly  Dividend 
400  per  Common  Share 

Payable  June  15, 1969 
Record  May  29, 1969 
Declared  April  23, 1969 

Cyril  J.  Smith 
Secretary 


185th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  April  17, 
1969  declared  a  quarterly  dividend  of 
37'i  cents  per  share  payable  June 
2,  1969  to  stockholders  of  record 
May  16,  1969. 

HIRAM   S.   LIGGETT.  Jr. 

Treasurer 


)RBES.  WAY    IS,   1969 
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Index  of  Advertisers-MAY  15,  1969 

n  Indicated  below  are  those  general  advertisers  who  will  make  their  area  developnnent,  annual  report 
or  other  additional  information  available  to  Forbes  readers  as  stated  in  their  advertisements  on  the  page 
noted.  Just  fill  in  the  insert  card  provided  on  the  following  page  and  return  it  to  Forbes  for  distribution  i 
the  companies  involved. 


□  AMP  INCORPORATED    192 

Agency:  Doremus  &  Company,  Inc. 

□  ACCOUNTANTS'  SUPPLY  HOUSE   ..  218 

Agency:  Don  Jordan  Associates,  Inc. 
ADDRESSOGRAPH-MULTIGRAPH 

CORPORATION    100-101 

Agency:   N.   W.    Ayer   &   Son    Inc. 

AETNA   LIFE   &   CASUALTY    39 

Agency:  D'Arcy  Advertising  Co.,  Inc. 

AMERICAN   AIRLINES,   INC 134-135 

Agency:  Doyle  Dane  Bernbach,  Inc. 
THE  AMERICAN  APPRAISAL 

COMPANY     29 

Agency:  The  Cramer-Krasselt  Co. 
n    AMERICAN   GAS  ASSOCIATION,   INC.      114 
Agency:   Ketchum,  MacLeod  & 
Grove,  Inc. 
AMERICAN  TELEPHONE  & 

TELEGRAPH    CO 84-85 

Agency:   N.  W.  Ayer  &  Son  Inc. 
THE  AMERICAN  TOBACCO  COMPANY   251 
Agency:   Batten,  Barton,  Durstine 
&  Osborn,  Inc. 
ASHLAND  OIL  &  REFINING 

COMPANY     42 

Agency:  The  Ralph   H.  Jones 
Company/ Advertising 

THE  AUSTIN  COMPANY 27 

Agency:   Fuller  &  Smith  &  Ross  Inc. 
Q    AUTOMATION    INDUSTRIES,  INC.    ...    214 
Agency:   Mac  Manus,  John  &  Adams, 
Inc. 

AVCO    CORPORATION     48 

Agency:   Pritchard  Wood 
Associates,  Inc. 

AVON  PRODUCTS,  INC 88-89 

Agency:   Dreher  Advertising,  Inc. 
BABSON'S  REPORTS  INCORPORATED   242 
Agency:   Kenneth  T.  Vincent  Co. 

BANK  OF  AMERICA 200-201 

Agency:   D'Arcy  Advertising 
Company 

BANKERS  TRUST  COMPANY 176-177 

Agency:   Doyle  Dane  Bernbach  Inc. 

Q    BEATRICE   FOODS  CO 55 

Agency:   Doremus  &  Company 
Q    BEECH    AIRCRAFT   CORPORATION    ..    185 
Agency:   Bruce  B.  Brevi^er  Company, 
Inc. 

O   THE   BENDIX   CORPORATION    81 

Agency:   Mac  Manus,  John  &  Adams, 
Inc. 
BETHLEHEM   STEEL  CORPORATION      111 
Agency:  Van    Brunt  &  Company 

□    THE    BOEING    COMPANY    33 

Agency:  N.  W.  Ayer/F.  E.  Baker, 
Inc. 

THE    BOSTON    COMPANY,    INC 241 

Agency:   Reach,  McCiinton  &  Co., 
Inc. 

BROWN   SHOE  COMPANY    251 

Direct 
BUICK  MOTOR   DIVISION 
GENERAL   MOTORS  CORPORATION  31 

Agency:   McCann-Erickson,    Inc. 

n   BURROUGHS     CORPORATION      28 

Agency:  Campbell-Ewald    Company 

n    CNA    INSURANCE    62 

Agency:   Post-Keyes-Gardner    Inc. 

n   THE  C&O   88.0   RAILROADS 46 

Agency:  The  Marschalk  Company 
Inc. 
CADILLAC    MOTOR  CAR   DIVISION 
GENERAL   MOTORS  CORPORATION  71 

Agency:   Mac  Manus,  John  & 
Adams,    Inc. 
n  CALIFORNIA  COMPUTER 

PRODUCTS,    INC 70 

Agency:   Carson/Roberts/lnc. 

a  CANADIAN    PACIFIC    HOTELS    207 

Agency:   Kenyon  &  Eckhardt  Ltd. 

CHARTCRAFT,  INC 245  &  249 

Agency:   Diener  &.  Do^skind, 
Incorporated 

CITIES    SERVICE    COMPANY    21 

Agency:   Hill    and    Knowlton,    Inc. 
CLARK    EQUIPMENT    COMPANY      212-213 

Agency:    Marsteller    Inc 
COAST   FEDERAL  SAVINGS  AND 

LOAN     ASSOCIATION      243 

Agency:  Curt   Advertising  Agency 
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COCA-COLA    USA     44 

Agency:   McCann-Erickson,    Inc. 
D     THE  COLUMBIA  GAS  SYSTEM,  INC.  40 

Agency:  Vic  Maitland  & 
Associates,   Inc. 
COMMODITY  FUTURES  FORECAST         245 
Agency:   Edward    B.    Gotthelf 
Advertising 

CRANE   CO 65 

Agency;   Doremus  &  Company 

a     CUNNINGHAM-LIMP    COMPANY    54 

Agency:  Jim   Wright  & 
Associates 

THE    DANFORTH    ASSOCIATES    243 

Agency:  Wunderman,  Ricotta  & 
Kline,  Inc. 
DETROIT    DIESEL    ENGINE    DIVISION 
GENERAL    MOTORS    CORPORATION..       36 
Agency:   Mac  Manus,  John  & 
Adams,    Inc. 

FRANCIS  I.  duPONT  &  CO 232 

Agency:   Doremus    &    Company 
D    EATON   YALE  &  TOWNE   INC.        3rcl  Cover 
Agency:   Meldrum  and  Fevi/smith, 
Inc. 
D    EMPIRE  DIAMOND  CORPORATION  238 

Agency:    Dobbs  Advertising 
Company,  Inc. 
ENGELHARD    MINERALS   & 

CHEMICALS    CORPORATION    12 

Agency:   Keyes,  Martin  &  Company 

D    EX-CELL-0     CORPORATION     22 

Agency:  Campbell-Ewald    Company 

EXPOSITION    PRESS     243 

Agency:  Authors    and    Artists 
Advertising    Agency 

D    FMC    CORPORATION     142-143 

Agency:   Botsford,    Constantine    & 
McCarty,  Inc. 

THE    FIDELITY    BANK     220-221 

Agency:  Gray  &  Rogers,   Inc. 

Advertising 

FIDELITY   FEDERAL  SAVINGS  & 

LOAN    ASSOCIATION     238 

Agency:  The  Perrett  Company 
FIRST    NATIONAL   STATE    BANK    OF 

NEW     JERSEY      46 

Agency:  Williams    and    London 
Advertising 
THE    FLEISCHMANN    DISTILLING 
CORPORATION    ("BLACK    &    WHITE" 

SCOTCH  WHISKY) 51 

Agency:  Ted  Bates  &  Company  Inc. 

D    FORD   MOTOR  COMPANY    9 

Agency:  Grey  Advertising  Inc. 

FUNDSCOPE     246 

Agency:   Doremus  &  Company,  Ltd. 
GENERAL    AMERICAN 

TRANSPORTATION  CORPORATION    .  .       35 
Agency:    Edward    H.    Weiss 
and  Company 
GENERAL    DYNAMICS 

CORPORATION       72-73 

Agency:   Young  &  Rubicam,   Inc. 
GENERAL    ELECTRIC    COMPANY    ..    52-53 
Agency:   Batten,   Barton,   Durstine 
&  Osborn,   Inc. 
a  THE    GENERAL    FIREPROOFING 

COMPANY      96-97 

Agency:   Ketchum,  MacLeod  & 
Grove,    Inc. 
GENERAL  TELEPHONE   & 

ELECTRONICS    CORPORATION     47 

Agency:   Doyle  Dane  Bernbach  Inc. 
THE    GENERAL   TIRE   &    RUBBER 

COMPANY     38 

Agency:   D'Arcy  Advertising  Co., 
Inc. 
D  GEORGIA-PACIFIC    CORPORATION     ..    217 
Agency:   McCann-Erickson.    Inc. 

GOLDMAN,  SACHS  &  CO 37 

Agency:   Doremus  &  Company 

GOODBODY   &   CO 241 

Agency:   Doremus  &  Company 
THE    B.    F.    GOODRICH    COMPANY    ..         7 
Agency:  The  Griswold-Eshleman 
Company 
a  THE   GOODYEAR   TIRE   & 

RUBBER    COMPANY     164-165 

Agency:  Young   &    Rubicam,    Inc. 


n     W.  R.  GRACE  &  CO 2( 

Agency:   N.  W.  Ayer  &  Son  Inc. 
GROWTH   INDUSTRY  SHARES,  INC.       2' 
Agency:   Robertson   Advertising 
Inc. 
G     HATTERAS   YACHT   DIVISION, 
NORTH  AMERICAN   ROCKWELL 

CORP r 

Agency:  James   R.   Fox 
Advertising 
HAWKER    SIDDELEY 

INTERNATIONAL      INC 

Agency:  Gaynor  &   Ducas,    Inc. 

H.    HENTZ   &   CO 1 

Agency:  Geer-DuBois  &  Co.,  Inc. 
HILTON   HOTELS  CORPORATION    ...    1 

Agency:   McCann-Erickson,    Inc. 
HONEYWELL  ELECTRONIC   DATA 

PROCESSING    DIVISION     2nd  Co< 

Agency:   Batten,  Barton,   Durstine 
&  Osborn,  Inc. 
D     HUMBLE   OIL  &   REFINING 
COMPANY— INDUSTRIAL 

PROPERTIES    SALES    108-1 

Agency:  Weekley  and  Valenti,   Inc. 
IDEAL   BASIC    INDUSTRIES,    INC.    ..    1 
Agency:   Hull-Mefford,    Inc. 
r>     INDIANA,    STATE    OF — 

DEPARTMENT    OF    COMMERCE   & 

INDUSTRY       

Agency:   Ruben,  Montgomery  & 
Associates,   Inc. 
D    INGERSOLL-RAND    COMPANY     .  .    188-1 
Agency:   Marsteller  Inc. 
INTERNATIONAL    BUSINESS 

MACHINES     CORP 

Agency:  Ogiivy  &   Mather   Inc. 
D    INTERNATIONAL  TELEPHONE 

AND     TELEGRAPH     CORP 

Agency;   Needham,  Harper  & 
Steers,   Inc. 

INVESTORS    INTELLIGENCE    3 

Agency:   Diener  &  Dorskind,  Inc. 

□  JOHNSON    &    HIGGINS    4 

Agency:   Doremus  &  Company 
D    KAISER  ALUMINUM  &  CHEMICAL 

CORPORATION       224  5 

Agency:   Young  &  Rubicam.  Inc. 
D    KENTUCKY,  STATE  OF— 

INDUSTRIAL    DEVELOPMENT 

DIVISION     12 

Agency:   Parson  &  Huff 

Advertising  Agency 

□  KEYSTONE    CONSOLIDATED 
INDUSTRIES,     INC )7 

Agency:   Fuller  &  Smith  & 
Ross    Inc. 

□  KOPPERS    COMPANY,     INC 18 

Agency:   Batten,  Barton,  Durstine 

&  Osborn,  Inc. 

KRAFTCO    CORPORATION     H 

Agency:  J.    Walter   Thompson 

Company 

□  LTV   ELECTROSYSTEMS,   INC « 

Agency:   Lennen   &   Newell,    Inc. 
The  Wyatt  and  Williams 
Division 
LTV  LING-TEMCO-VOUGHT,  INC.     17  73 
Agency:   Lennen   &   Newell,    Inc. 
The  Wyatt  and  Williams 
Division 
LATROBE    STEEL    COMPANY    .106   ^49 
Agency;  Vic   Maitland  & 
Associates.   Inc. 

LAZARD    FRERES   8.   CO i3'» 

Agency;   Doremus  &  Company 

LEAR   SIEGLER,   INC '2- 

Agency:   Mac  Manus,  John  &  Adanr  i 
Inc. 
LINCOLN-MERCURY    DIVISION 
FORD   MOTOR   COMPANY    .  .  .    Back  'ver 
Agency:   Kenyon  &  Eckhardt  Inc. 
Advertising 
LOCKHEED    AIRCRAFT  i  .. 

CORPORATION      i  »•' 

Agency;   McCann-Erickson,    Inc. 

LOEB,    RHOADES   &   CO '*" 

Agency:   Doremus  &  Company 

FORBES,  MAY  15  »' 
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MANUFACTURERS    HANOVER 

CORPORATION      117 

Agency:    Edwin    Bird    Wilson. 
Incorporated 

MARATHON    OIL    COMPANY 197 

Agency:    Hill  and  Knowlton,  Inc. 

THE   MARLEY  COMPANY    105 

Agency:  Valentine-Radford,    Inc. 

I   THE   MASCO   CORPORATION    209 

Agency:  G&D  Communications 
Corporation 
MERRILL   LYNCH,    PIERCE, 

FENNER    &    SMITH    INC 229 

Agency:   OgiIvy  &   Mather   Inc. 

MEXLETTER      245 

Agency:    Kenyon   &   Eckhardt 

De  Mexico.  S.A.  de  C.V. 

I   MICHELIN   TIRE  CORPORATION    77 

Agency:   George    P.   Clarke 
Advertising.    Inc. 
I    MICROBEADS    DIVISION 

CATAPHOTE    CORP 238 

Agency:   Gordon  Marks  &  Co..   Inc. 
]   MIDDLE    SOUTH    SERVICES,    INC.  204 

Agency:   Cranford  Johnson   & 
Associates 
MIDWESTERN    GAS   TRANSMISSION 

COMPANY      235 

Ager^cy:    Doremus  &  Company 
MORGAN,  ROGERS  & 

ROBERTS,     INC 245 

Agency:    John  0  Powers  Company 
1   MUZAK,  A  DIVISION  OF 

WRATHER    CORPORATION     45 

Agency:    J.    S.    Fullerton    Inc. 

]  NATIONAL    CAN    CORPORATION    32 

Agency:    Press   Relations 
THE    NATIONAL   CASH    REGISTER    CO.    83 

Agency:    McCann-Enckson,    Inc 
NATIONAL   DISTILLERS  AND 

CHEMICAL    CORPORATION     250 

Agency     Doremus   &  Company 

]  NATIONAL    LEAD    COMPANY    187 

Agency:    The    Marschalk   Co.,    Inc. 
NEW    YORK    HANSEATIC 
CORPORATION  234 

Agency:    Doremus   &   Company 
NORFOLK   S.  WESTERN    RAILWAY    .  .       25 
Agency:   Gaynor    &    Ducas.    Inc. 
Advertising 
1  NORTH    AMERICAN    ROCKWELL 

CORPORATION      178 

Ajency    Campbell-Ewald  Company 
1  NORTHERN    PACIFIC    RAILWAY 

COMPANY      180-181 

I        Agency:   Batten.   Barton,   Durstine 

4  Osborn,  Inc. 
I  OKLAHOMA    INDUSTRIAL 
DEVELOPMENT    AND    PARK 

DEPARTMENT       193 

Agency:   Jordan-Kumler 

Advertising   Agency,    Inc. 

OLIVETTI     211 

(ING.  C.  OLIVETTI  S.  C.  S.P.A.) 

Agency:    Dr.  Giuliano  Blei 
OVER-THE-COUNTER     SECURITIES 

REVIEW     250 

Agency:    Doremus  &  Company.  Inc. 
PAINE,   WEBBER,   JACKSON    8i 

CURTIS      236 

Agency:    Doremus  &  Company 
PANHANDLE    EASTERN    PIPE    LINE 

COMPANY      251 

Agency:   Albert    Frank-Guenther 
Law.    Inc. 
PENNSYLVANIA    POWER    I, 

LIOHT    COMPANY     43 

Direct 
PHELPS  DODGE  INDUSTRIES  190 

Agency:   Compton  Advertising,   Inc. 
PHILLIPS  PETROLEUM  COMPANY  14 

Agency:   J.  Walter  Thompson 
Company 

PINKERTON'S.     INC 16-17 

Agency:  Gray  &  Rogers,  Inc. 

H.   K.   PORTER    COMPANY,    INC 23 

Agency:   Ketchum,    MacLeod   & 
Grove,   Inc. 

POTLATCH    FORESTS,    INC 99 

Agency:   R.  G.  Williams  Company 
T.  ROWE  PRICE  GROWTH 

STOCK    FUND,    INC 246 

Agency:   VanSant.    Dugdale 
and  Company.    Inc. 

PULLMAN     INCORPORATED     15 

Agency:   Young    &    Rubicam,    Inc. 

PULLMAN     INCORPORATED     250 

Agency:    French   &    Preston,    Inc. 

RCA    CORPORATE     61 

Agency:  J.  Walter  Thompson 
Company 

R.H.M.    ASSOCIATES     250 

Agency:   Saturday  House,   Inc. 
REPUBLIC   STEEL   CORPORATION    ..      13 
Agency:   Meldrum  and   Fewsmith, 
Inc. 


REYNOLDS    &    CO 253 

Agency:  Albert    Frank-Guenther 
Law.    Inc. 
R.    J.    REYNOLDS   TOBACCO 

COMPANY     248 

Agency:   Doremus  &  Company 

a    ROBBINS    &    MYERS,    INC 30 

Agency:  Weber,  Geiger  &  Kalat, 
Inc. 

ROHR    CORPORATION     88 

Agency;   Lane  &   Huff/Advertising 

n    RYDER    SYSTEM,    INC 118 

Agency:   Mike  Sloan,   Inc. 

SCM    CORPORATION     175 

Agency:   Sapan  Baer  Plyer  Lehman 
Inc.  Advertising 

ST.   REGIS   PAPER   COMPANY    4 

Agency:  Cunningham   &  Walsh 
Inc.  Advertising 
SAN    DIEGO    GAS   &    ELECTRIC    CO.        116 

Agency:    Lane   &   Huff/Advertising 
SANTA     FE     RAILWAY     COMPANY...      95 
Agency:   Post-Keyes-Gardner  Inc. 

SCOVILL    MANUFACTURING    CO 20 

Agency:   Clinton    E.    Frank,    Inc. 
SOUTHERN    CALIFORNIA    EDISON 

COMPANY      245 

Agency:    Doremus  &  Company 
SPEAR  8.  STAFF,   INC. 
INVESTMENT    MANAGEMENT 

DIVISION     244 

Agency:    Kenyon    &    Eckhardt    Inc., 
Advertising 
SPERRY    RAND    CORPORATION       ...    202 

Agency:   Young  &  Rubicam,   Inc. 
STANDARD    OIL   COMPANY 

(NEW    JERSEY)    250 

Agency:  Albert    Frank-Guenther    Law, 
Inc. 
STONE    8.   WEBSTER 

SECURITIES     CORPORATION     235 

Agency:   Doremus   &   Company 

TRW    INC 3 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

D   TENNECO    INC 87 

Agency:   Reach,    McClinton    &    Co. 
Incorporated 

TENNECO    INC 248 

Agency:    Doremus    &    Company 
TESSEL,  PATURICK  8.  OSTRAU,  INC.     184 
Agency:   Slesar   &   Kanzer,    Inc. 

G   TEXACO      INC 183 

Agency:   Benton   &   Bowles,    Inc. 

CHARLES    H.    THOMAS    INC 247 

Agency:    Michelson    Advertising,    Inc. 
U   TRANSCONTINENTAL    GAS     PIPE     LINE 

CORPORATION       219 

Agency:   Doremus    &   Company 
TRANS   WORLD   AIRLINES,    INC.      156-157 
Agency:   Norman  Craig  &  Kummel   Inc. 

D   U.S.    INDUSTRIES,    INC 67 

Agency:  The  Lampert  Agency,  Inc. 

UNION    CAMP    CORPORATION     11 

Agency:* Henderson  &  Roll,  Inc. 
UNION    CARBIDE    CORPORATION     .       199 

Agency:  Young  &  Rubicam,   Inc. 
UNITED    STATES    STEEL 

CORPORATION      24 

Agency:   Batten,  Barton,   Durstine 
&  Osborn,   Inc, 
UNIVERSAL    OIL    PRODUCTS 

COMPANY     223 

Agency:   Campbell-Mithun,    Inc. 

□  UTAH    POWER    &    LIGHT   CO 26 

Agency:  Gillham  Advertising,  Inc. 
THE   VALUE    LINE    INVESTMENT 

SURVEY       239 

Agency:  The  Vanderbilt  Advertising 
Agency,   Inc. 

D  VARO,    INC 106 

Agency:  Tracy-Locke  Company,  Inc. 

J.  H.  WALDOCK 243 

Agency:   Hagerty  &  Sullivan,   Inc. 

WALSTON  8.  CO.,  INC 216 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
WESTINGHOUSE    ELECTRIC 

CORPORATION    112-113 

Agency:  Ketchum,  MacLeod  & 
Grove,  Inc. 
WINFIELD    GROWTH    FUND,    INC.    .  .    249 
Agency:  Silver  &  Morris,   Inc. 
n  WITCO  CHEMICAL  CORPORATION  124-125 
Agency:    Basford   Incorporated 
DEAN    WITTERS.  CO.  INCORPORATED  210 
Agency:  J.  Walter  Thompson 
Company 

WOLFE  8.  CO 246 

Agency:  Albert   Frank-Guenther  Law, 
Inc. 

XEROX   CORPORATION    120-121 

Agency:  Needham,  Harper  & 
Steers,   Inc. 

YOUNG    RADIATOR  COMPANY    116 

Agency:   Geyer-Oswald,    Inc. 


Reynolds  is 

Portfolio 
Perspective 

Talk  to  any  good  Account  Execu- 
tive in  the  brokerage  business  about 
providing  first-class  service  and  he'll 
admit  that  a  lot  of  it  is  detail. 

Necessary  detail,  of  course.  But 
anybody  can  supply  quotes,  enter 
orders,  track  down  a  stray  dividend, 
keep  his  customers'  records  current. 

The  real  challenge  lies  in  the  area 
of  judgment:  In  the  recommendations 
he  makes  to  his  individual  clients;  in 
just  how  well  he  answers,  "should  I 
buy,  sell,  or  hold  XYZ?" 

And  that's  when  we  think  'port- 
folio perspective'  stands  a  Reynolds 
Account  Executive  in  particularly 
good  stead. 

Because  he's  trained  to  consider 
your  investment  program  as  a  whole 
...  to  gear  any  suggestions  he  makes 
to  your  present  holdings,  your  invest- 
ment objectives  —  to  answer  any  spe- 
cific questions  you  ask  in  terms  of  the 
balance  and  performance  of  your 
complete  portfolio. 

And  that  goes  whether  your  invest- 
ments involve  $20,000 ...  $200,000 
or  $2,000,000. 

If  sound  judgment  at  the  portfolio 
level  —  your  portfolio  level  —  is  part 
of  the  service  you  expect  from  an 
Account  Executive,  we  have  more 
than  850  of  them  who  stand  ready  to 
try  and  supply  it. 

Why  not  stop  in  and  talk  to  one 
about  your  own  portfoho? 

For  your  sake,  perhaps  the  sooner 
the  better. 


Reytiolds  &  Co. 

*^MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  lOOOS 

TEL:  (212)  558-6000 

OFFICES  COAST  TO  COAST 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Nothing  is  more  fallacious  than 
wealth.  Toda\  it  is  for  thee,  tomorrow 
it  is  against  thee.  It  arms  the  eyes  of 
the  envious  even,-vvhere.  It  is  a  hostile 
comrade,  a  domestic  enemy. 

— St.  John  Chbysostom 


That  state  of  life  is  most  happ\' 
where  superfluities  are  not  required 
and  necessities  are  not  wanting. 

— Plutarch 


Misers  are  neither  relations,  nor 
friends,  nor  citizens,  nor  Christians, 
nor  perhaps  even  human  beings. 

— Jean  de  la  Briyebe 


We  Athenians  hold  that  it  is  not 
poverty  that  is  disgraceful,  but  the 
failure  to  sbuggle  against  it. 

— Pericles 


I  am  indeed  rich,  since  my  income 
is  superior  to  my  expense  and  my  ex- 
pense is  equal  to  my  wishes. 

— Edavard  Gibbon 


To  acquire  v.ealth  is  difficult,  to 
preserve  it  more  difficult,  but  to  spend 
it  wisely  most  difficult  of  all. 

— Edward  Day 


A  man  who  both  spends  and  saves 
money  is  the  happiest  man,  because 
he  has  both  enjo\Tnents. 

— Saml'el  Johnson 


Money  spent  on  nnself  may  be  a 
millstone  about  my  neck;  money  spent 
on  others  may  give  'ne  wings  like  the 
angels.  — Ros  ^  ell  Hitchcock 


After    buying    into    the    Consols,    I 
read    Seneca    "On    the    Contempt    of 
Wealth."  What  intolerable  nonsense! 
— Sydney  Smith 


There  is  wisdom  in  generosity,  a« 
in  everything  else.  A  friend  to  every-' 
body  is  often  a  friend  to  nobody. 

— Ch.\rles  Spurgeon 


Thrift  is  care  and  scruple  in  the 
spending  of  one's  means.  It  is  not  a 
virtue  and  it  requires  neither  skill  nor 
talent.  — Lmmantjel  Kant: 


B.  C.  FORBES 

The  spendthrift  is  not  a  happy 
person.  The  "good  time"  of  the 
moment,  he  knows  in  his  heart, 
cannot  last.  The  ivine  of  life 
every  noic  and  then  has  an  un- 
pleasant taste.  Thriftlessness  and 
genuine  happiness  cannot  reside 
in  the  same  human  dwelling. 
The  man  who  does  not  keep  his 
head  above  water  is  in  an  un- 
enviable plight. 


Thousands  upon  thousands  are 
yearly  brought  into  a  state  of  real 
poverty  by  their  great  anxiet\'  not  to 
be  thought  poor. 

— William  Cobbett 


When  I  caution  you  against  becom- 
ing a  miser,  I  do  not  therefore  advise 
you  to  become  a  prodigal  or  a  spend- 
thrift. — Horace 


Of  all  kinds  of  siiame,  the  worst, 
surely,  is  being  ashamed  of  frugality 
or  poverty.  — Li\  y 


The  men  of  greatest  usefulness  a 
those  who  have  a  surplus;  those  w] 
have  only  good  will  and  love  for  the 
fellows  cannot  equal  in  well-doii 
those  who  have  money  and  success 
their  credit.  — E.  W.  Ho\ 


Pleasure  is   the  only  thing  to  li' 

for.  Nothing  ages  like  happiness.     . 

— Oscar  Wnj 


Happiness    and    virtue    rest    up 
each  other;  the  best  are  not  culy 
happiest,  but  the  happiest  are  usua 
the  best.  — Edward  BuL^^'ER-LYTT 


Riches,  honors  and  pleasures  are 
sweets  which  destro\   the  mind's 
petite  for  heavenh  food;  poverty,  < 
grace  and  pain  are  the  bitters  wh 
restore  it.  — George  Hoi 


There  are  three  sureties  of  hajfi- 
ness:  good  habits,  amiability'  and   ■ 
bearance.  — Welsh  Pro\  i 


I  believe  in  moderation  in  all  thil 
including  moderation. — J.  F.  Cai| 


More  than  3,000  "Thoughts," 
dexed  by  author  and  subject, 
now  available  in  a  574-page  bil 
at  $6.95.  Send  check  and  order  f 
Forbes  Inc.,  60  Fifth  Avenue,  AJ 
York,  N.Y.  10011.  (Sales  tax:  M 
York  City,  add  6%;  rest  of  M 
York  State,  3%  to  6%  as  requiril 


A  Text . . . 


Sent  in  by  H.  O.  Nordberg. 
Sacramento,  Calif.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Poverty  and  shame  shall  be  to  hiil 

that  refuseth  instruction;  but  he  tht\ 

regardcth  reproof  shall  be  honoured  I 

— Pro\t:rbs  13:1 1 
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„^r^    That  Dark  Horse 
ft^Mfft'       From  Boston 
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You  talk  so  much  y 


Wf^.' 


,1?  -^--  ^ 


r  voice  is  clianging: 

The  world  is  becoming  a  chatterbox.  More  and  more  people  are 
talking  to  more  and  more  people.  We're  talking  on  telephones,  on  tele- 
vision, on  radio,  via  teletypewriter  and  computer.  Our  communications 
channels  are  getting  as  crowded  as  a  one- telephone  home  with  four 
teenage  daughters. 

How  does  the  communications  industry  cope  with  the  avalanche  of 
words?  One  technique  is  called  pulse  code  modulation.  Before  your 
voice  is  sent  over  the  telephone  line,  it's  chopped  up  and  converted  into  a 
digital  code.  It  is  then  translated  at  the  other  end  and  your  "Hello" 
comes  out  just  as  you  said  it.  That  way  twenty- four  conversations  can 
be  transmitted  simultaneously  on  wires  that  used  to  carry  two. 

As  advanced  electronic  techniques  bring  the  science  of  the  computer 
to  your  telephone  exchange,  you'll  be  getting  increasingly  more  con- 
venient services,  too.  "Call  Forwarding,"  for  instance.  Just  dial  the 
number  where  you'll  be  into  your  own  phone  and  any  incoming  calls 
will  be  switched  automatically.  Or  "Call  Waiting"  which  alerts  you  to 
another  incoming  call  and  holds  it  until  you're  off  the  wire.  "Speed 
Calling"  lets  you  dial  frequently  called  numbers  by  dialing  just  one 
or  two  digits. 

General  Dynamics,  through  its  Stromberg- Carlson  subsidiary,  sup- 
plies the  independent  telephone  industry  with  telephones,  exchanges 
and  other  communications  systems.  And  it's  an  industry  that's  grow- 
ing even  faster  than  the  gross  national  product. 

Helping  to  solve  the  communications  explo- 
sion is  just  one  example  of  what  technology  can 
accomplish  when  it's  handed  a  problem. 

At  General  Dynamics,  we  put  technology  to 
work  solving  problems  from  the  bottom  of  the 
sea  to  outer  space... and  a  good  bit  in  between. 


1^ 


Microcircuits  help  coOe  phone  transmission. 


GENERAL   DYNAMICS 


the  Michelin  story 

In  1895,  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

Today,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
Michelin  X,®  the  steel-cord  belted  Radial  tire  that  gives  you  all 
these  high-performance  features:  shock  cushioning  abilities,  full  grip 
in  all  weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that 
of  regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10%) . 


MICHEli 


2156 
4 


Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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Ciedit    Lyonnais     75 

Cunard  Slcam-Ship  Co 20 

Deere    &    Co 43 

Distillers    Corp. -Seagrams    26 

Dreyfus    Fund     75 

Eatons    Ltd 40 

Electronic    Data   Systems    61 

Faircliild   Camera  &    Instr.      ..   24.   29 

Federal    National    Mortgage    66 

First   National   City   Bank   10.  59 

Ford    Motor   Co 28,    38,    48 

Gates   Rubber  Co 78 

General    American    Transportation    59 

General     Dynamics    31 

General    Electric    29,    68 

General     Motors     54 

Goodrich    (B.F.)    Co 14,   23 

Great    Northern    Ry 23 

Gulf    &    Western    Industries    59 

Gulf    Resources    &    Chemical     60 

Harbridge    House    Inc 60 

Harcourt.    Brace    &.    World    32 

Hartford    Fire    Insuiance    Co 63 

Hughes    Aircraft    31 

Insurance   Co.   of   North   America..   75 

Int'l.    Bus.    Machines    32,72 

International     Harvester    48 

liifl.    Tel.    i   Tel 28.   63 

Kaiser    Industries    60 

Kansas   City   Securities    75 

Kinney    National    Service    Inc.     ...59 

Ling-Tcmco-Vought     23 

Loeb.    Rhoades   &   Co 72 

Marcor,     Inc 40 

Massey-Fcrgusor.    Ltd 38.   48 

McCulloch    Oil   Corp 06 

McDermott    (J.    Ray)    45 

McGraw-Hill,     Inc 32 

Mellon    National    Bank   &  Trust    .    10 

Mobil    Oil    Corp 45 

Model.     Roland    &    Co 62,72 

Motorola.    Inc 24,  29 

National    Distillers  &  Chemical   ..  26 
Northern   Pacific  &.  Chicago  Ry. ..  23 

Northwest    Industries    14,   23 

Penn   Central    Co 23 

Penney.    J.C,    Co 40 

Philips'     Lamp     62,  66,  72 

Publicker     Industries     26 

Radio   Corp.   of   America    29,60 

Rank    Organisation    Ltd 72 

Raytheon    24.  28,  60 

Revlon,     I nc 25 

Rio   Tinto   Zinc    63 

Roan    Selection    Trust    61 

Rootes     Motors     37 

Royal    Dutch/Shell    63 

Santa   Fe   Int'l.   Corp 45 

Schenley     Industries     26 

Sears,    Roebuck   &   Co 40 

Shell   Oil   Co 46 

Simpsons    Ltd 40 

Smith    Kline   &    French    25 

Sperry  &    Hutchinson    59 

Sperry    Rand    Corp 68 

Sprague  Electric  Co 24 

Studehaker-Woi-thington,     Inc.     ..  58 

Suez  American  Corp 75 

Texas    Instruments    24    29 

Time,      Inc 32 

Unilever    62 

Union    Oil    Co.    of   Calif 45,   68 

Union    Pacific    R.R 65 

Volkswagen  60 

Volvo     10 

Whirlpool    Corp 40 

White    Motor    43 

Xerox    Corp 32,72 

Zapata   Norness  45 
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We're  helping 

d  ispose  of 

a  graduating 

problem 


Many  seniors  will  be  bringing 
home  something  more  than 
diplomas  this  year.  Their  caps 
and  gowns.  That's  because 
inexpensive  nonwoven  fab- 
rics, made  of  rayon  fibers,  are 
ending  the  problem  of  renting 
and  returning.  But  you  don't 
have  to  earn  a  sheepskin  to 
^^       experience  the  convenience 
^P       and  economy  of  disposables. 

W  Right  from  the  start,  FMC 

Corporation  has  had  a  hand  in  this 
ipidly  expanding  field.  More  of  our 
visco"  rayon  is  used  in  more  non- 
ovens  than  any  other  man-made 
her.  Applications  are  virtually 
nlimited. 

For  example,  hospitals  and  nursing 
3mes,  even  hotels,  are  finding  that 
sposable  sheets  and  pillowcases 
fer  a  fresh  approach  to  cleanliness 


and  cost  savings.  And  the  advantages 
of  disposables  go  far  beyond  the  linen 
closet.  Doctors  and  lab  technicians, 
mechanics  and  waitresses  also  enjoy 
the  usefulness  of  nonwoven  gowns, 
smocks,  coveralls,  and  aprons. 

Around  the  home,  nonwovens  are 
being  used  in  everything  from  diapers 
and  dustcloths  to  curtains  and  table 
covers.  And  in  industry,  throwaway 
wipe-cloths  and  filters  by  the  millions 
are  made  from  disposable  fabrics. 

Long  before  nonwovens  came  on  the 
scene,  FMC  was  a  leading  producer  of 
rayon  and  acetate  fibers.  We  still  are, 
supplying  over  600,000,000  pounds  of 
man-made  fibers  a  year,  including 
polyesters. 

For  information  on  how  we  put 
ideas  to  work  in  other  fields,  write 
FMC  Corporation,  Executive  Offices, 
San  Jose,  California  95106. 


FMC  CORPORATION' 

Putting  ideas  to  work  in  Machinery  Chemicals  Defense  Fibers  &  Films 

ICIPAL  PRODUCTS  AVISCO  fibers'  packaging  films;  industrial  strappings  a  BOLENS  compact  tractors  O  CHICAGO  waste  treatment  systems  a  CHIKSAN,  OCT.  WECO 
Idustry  equipment  a  FMC  food  processing  equipment;  packaging  4  converting  macfiinery;  systems  engineering  a  FMC  industrial  i  specialty  cfiemicals  □  FMC  de- 
f  materiel  a  GUNDERSON  railcars  4  marine  vessels  O  JOHN  BEAN  agricultural,  automotive,  airline,  4  fire  figtiting  equipment  □  LINK-BELT  power  transmission,  materials 
lling,  4  construction  equipment  D  NIAGARA  agricultural  cfiemicals  4  seeds  D  PEERLESS  4  COFFIN  pumps  a  SYNTRON  4  STEARNS  electromagnetic  equipment 


Tell  someone  you  like  about  Larks  Gas-Trap  fili 
They  may  give  you  a  little  party. 


Tell  the  world:  tively  as  any  other  Pilter  on  any  other  popular 

The  Gas-Trap  does  more  than  any  ordinary  brand,  bar  none, 
tilter.  It  reduces  gases  as  well  as"tar"and  nicotine.  You  see,  the  Gas-Trap  uses  activated,  fortified 

I  his  is  important  since  only  a  fraction  of  ciga-  charcoal  granules  — one  of  the  most  effective  filter 

rette  smoke  is"tar"and  nicotine.  About  90%  is  gas.  materials  known  to  modern  science. 

Lark's  patented  Gas-Trap  filter  actually  Now  tell  your  friends.  They  may  say  you're 

reduces  certain  harsh  gases  nearly  twice  as  effec-  a  jolly  good  fellow^^^^King  Size  or  new  lOO's. 


For  more  information  send  for 
the  free  brochure  "Lark's  Gas- 
Trap"  Filter  and  What  It  Means 
to  You:'  Write  Lark,  R  O.  Box  44, 
Brooklyn,  New  York  11202. 
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Side  Lines 


The  Observers,  Observed 

Like  .\ll  journalists,  tlie  editors  and  writers  of  Forbes  are  far  more 
comfortable  observing  than  being  observed.  Nevertheless,  they  sub- 
mitted recently  to  being  "covered"  themselves.  The  purpose  was 
preparation  of  a  visual  presentation,  a  kind  of  show,  that  would  give 
the  business  community  a  glimpse  into  our  editorial  purposes  and 
editorial  procedure.  Our  editors  were  photographed,  interviewed  and 
f}ueried.  A  shirt-sleeved  editorial  conference  was  put  on  movie  film. 

The  result  was  Forbes'  third  annual  presen- 
tation to  its  advertisers,  potential  advertisers 
and  to  the  corporate  world  in  general.  In  the 
past  few  weeks  an  18-minute  show,  "Anatomy 
of  a  Medium,"  has  been  presented  at  luncheon 
meetings  in  15  major  cities  across  the  country, 
among  them,  Philadelphia,  Chicago,  St.  Louis, 
Dallas  and  Los  Angeles.  It  is  intended  to  help 
the  advertising  community  better  understand 
what  Forbes  editors  try  to  do  and  how  they 
go  about  doing  it.  It  is  based  on  the  .sound 
proposition  that  an  advertiser  is  buying  more 
than  numbers,  more  than  paper. 

"Anatomy"  is  a  handsomely  mounted  proino- 
tion  that  makes  use  of  two  slide  projectors,  a 
film,  taped  music  and  dialogue.  It  is  presented, 
and  partially  narrated,  by  Forbes  Publisher 
James  Dunn.  It  has  been  viewed  by  some 
.3,000  business  and  advertising  executives. 
In  his  narration,  Jim  Dunn  reviewed  the 
^haustive  reporting,  writing  and  checking  that 
goes  into  even  a  short  Forbes  piece.  He  aptly 
described  the  magazine  as  the  "watchdog  of 

the  corporation  ...  the  editors  give  praise  where  it  is  due,  criticize 
constructively  wlien  they  must,  air  corporate  philosophies,  uncover 
corporate  strategies,  point  at  probable  directions  and  give  direction 
to  its  audience  on  all  phases  and  facets  of  current  corporate  activity." 
Unlike  many  other  advertising  presentations,  Forbes'  "Anatomy" 
was  not  a  numlK?rs  show.  Publisher  Dunn  resisted  the  temptation  to 
trumpet  Forbes'  figures  other  than  to  note  at  the  beginning  Forbes' 
growth  in  circulation,  advertising,  new  advertisers  and  top-manage- 
ment readers.  He  talked  about  quality,  not  quantity.  About  philoso- 
phy, not  about  arithmetic.  In  short,  he  took  exactly  the  same  ap- 
proach to  the  presentation  as  the  editorial  department  takes  to  each 
issue  of  Forbes.  True,  the  figures  are  important,  but  the  real  object  of 
articles  is  to  get  behind  the  figures  to  the  faces  and  the  policies  that 
imderlie  them.  As  a  good  Forbes  article  gets  quickly  to  the  heart  of 
the  company  it  is  discussing,  so  we  think  Jim  Dunn's  presentation  got 
to  the  heart  of  Forbes'  editorial  and  publishing  philosophy.  • 


James  Dunn 


With  2  more 
years  of 
schoofing, 


JL/ 


i?i 


The  people  in  Treasure  Chest  Land 
have  a  thing  about  education.  They 
want  all  they  can  get.  As  a  result 
they  stay  in  school  nearly  two  years 
longer  than  the  national  average. 
Which  makes  a  big  difference  in  the 
kind  of  jobs  they  are  qualified  to 
perform.  As  an  example,  the  col- 
leges in  Treasure  Chest  Land  pro- 
duce more  engineers  and  scientists 
per  capita  than  anywhere  else  in 
the  United  States. 

It  is  this  kind  of  enthusiastic, 
eager-to-learn  atmosphere  that  can 
make  an  industry  grow.  Perhaps 
your  industry.  For  more  informa- 
tion, Write: 


Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Box  899  ,  Dept.  F3 
Utah  Power  &  LIglit  Co. 
Salt  Lake  City,  Utati  84110 


r 


10 


Trends 

&  Tangents 


BUSINESS 


Throwing   a  Bone 

Bondholders  have  been  unhappy- 
in  recent  years,  to  say  the  least, 
but  Caterpillar  Tractor  bondholders 
are  in  for  some  slight  consolation. 
Back  in  1957  Caterpillar  issued 
$65  million  in  debentures  at  4/2% 
due  in  1977.  Four  years  later  it  is- 
sued 4%%  bonds  totaling  $50  mil- 
lion due  in  1986.  Today,  Caterpil- 
lar treasurer  William  Van  Orden 
can  chuckle  happily  as  he  mails  the 
yearly  interest  payments,  since  they 
are  far  below  today's  rates  of  7.5% 
or  so.  The  only  fly  in  the  ointment 
is  that  restrictions  on  the  bonds 
limit  Caterpillar's  borrowing  to 
2/2  times  its  stockholders'  equity. 
Van  Orden  feels  this  limits  the 
company's  future,  so  he  is  offer- 
ing the  bondholders  a  0.5%  interest 
increase  if  they  will  give  up  the 
restrictions.  The  deal  would  cost 
Caterpillar  $3  million  a  year  vs. 
$15  million  for  refinancing  at  cur- 
rent rates. 

Playing  It  Safe 

For  the  American  tourist  who  is 
worried  about  all  the  news  of  de- 
valuation and  revaluation  in  Euro- 
pean currencies,  the  Mellon  Na- 
tional Bank  and  three  other  U.S. 
banks  have  been  selling  traveler's 
checks  in  Deutsche  marks.  The 
sponsoring  German  bank,  the  Com- 
merce Bank  of  Dusseldorf,  began 
issuing  the  checks  a  year  ago,  and 
says  sales  have  picked  up  with 
recent  headlines. 

Pleasanf  Frustration 

Volvo's  U.S.  president,  Stig  Jans- 
son,  still  expects  Detroit's  $2,000 
compacts  to  cut  import  sales,  per- 
haps by  10%.  Since  Volvo  no  longer 
sells  any  models  in  the  U.S.  priced 
under  $3,000,  it  should  be  fairly 
immune  to  the  sales  scramble  in 
the  under-$2,000  bracket.  But 
there's  a  catch:  "Two-thirds  of  our 
400  dealers  are  dualed  with  other 
imports,"  Jansson  says.  "Sagging 
sales  of  these  other  makes — nearly 
all  low-priced  models — will  weaken 
our  dealers,  particularly  since  we 
can't  increase  our  car  supply  quick- 
ly to  pick  up  the  slack."  Since  1962, 
according  to  Jansson,  U.S.  V^olvo 
dealers  have  been  chronically  short 
of  cars  because  the  Volvo  factory 


can't  produce  enough  to  meet 
worldwide  demand.  For  1969,  the 
U.S.  allotment  is  only  40,000.  Jans- 
son thinks  he  could  sell  about 
200,000,  which  is  the  factory's  total 
output  at  present.  But  headquarters 
.  in  Sweden  isn't  deaf  to  Jansson's 
plea.  In  its  typical  make-haste- 
slowly  fashion,  Volvo  plans  to 
double  production — by  1980. 

Take  That  .  .  .  and  That 

If  Congress  really  does  take  a 
whack  at  the  oil  industry's  long- 
sacred  27.5%  depletion  allowance, 
it  may  find  that  it  will  have  to 
deal  the  industry  a  second  body 
blow — a  loosening  of  import  re- 
strictions. If  depletion  is  cut,  says 
Edward  Symonds,  senior  economist 
covering  the  energy  industry  for 
First  National  City  Bank  of  New 
York,  "the  companies  would  seek 
to  compensate  themselves  by  rais- 
ing prices.  But  if  the  domestic 
crude-oil  price  were  forced  up, 
imports  would  have  to  be  increased 
to  hold  it  down."  Which  means,  he 
says,  oil  will  be  a  less  attractive  in- 
vestment. "The  oil  companies  can 
put  money  in  building  motels  in-  I 
stead  of  drilling  wells.  They're 
already  in  chemicals,  real  estate 
and  insurance."  ■ 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided, 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


■5 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Suppose  you  only  make 
3bout  a  dozen  copies  a 
Jay,  wouldn't  you  still  like 
:o  nave  a  low-priced 
copier  that  delivers  your 
:opies  dry-  and  sharp- 
^ives  you  up  to  15  of  them 
3  minute,  copies  from 
either  side  of  a  two-sided 
original,  stores  its  own 
)aper,  and  works 
i)n  the  superior 
iHectrostatic 
principle  and 
IS  made,  and 
serviced,  by 

)  I  f  M  ^  m  f        C3  ^^  1 A  f  C^  O  ^  ^^^^  ^^^  ^°^^  ^^^  Copier. 


^  Pitney-Bov^es 


For  information,  write  Pilney-Bowes.  Inc.  1789  Crosby 
Street,  Stamford.  Conn.  06904.  or  call  one  of  our  190 
offices  tfiroughout  the  U.S.  and  Canada.  Postage 
teeters,  Addresser-Printers,  Folders.  Inserters,  Counters 
&  Imprinters,  Scales,  t^ailOpeners,  Collators,  Copiers, 
Fluidic  Controls. 
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Whyl9banks 

put  ^76  million 

Dehind  Ryder. 


(Wliai  did  they  know  thai  you  don 't?) 


Last  December  nineteen 
major  U.S.  banks  combined  to 
boost  Ryder  System's  open  bank 
line  of  credit  to  $76  million. 

Add  this  to  insurance  company 
loan  agreements  and  you  come 
up  with  a  total  borrowing  capacity 
of  over  $100  million.  Which  isn't 
bad  for  a  company  that  did  $109 
million  in  revenue  last  year. 

Now  ask  yourself  why  so 
many  banks  would  back  a  company 
that  owns  over  20,000  trucks  and 
150,000  truck  tires  and  240 
truck  service  facilities,  but  isn't 
a  truck  line? 

Ryder  makes  money.  We  had 
our  seventh  successive  year  of 
increased  earnings  in  '68.  First 
quarter  "69  earnings  more  than 


doubled  on  a  revenue  increase 
of  43%.  How? 

We  began  by  developing 
systems  to  save  money  through 
better  fleet  and  physical 
distribution  management.  They 
work.  We  use  them  to  lease 
and  rent  trucks.  And  we  build 
on  that  base.  By  selling 
maintenance  programs  to 
companies  that  want  to  own 
their  own  trucks.  We  sell 
computer  services  to  them,  too. 
For  profit. 

Ryder  innovates.  We  started 
a  nationwide  pool  of  tractors 
and  trailers  and  railroad 
piggybacks  to  fill  peak-period 
needs  of  industry  on  demand. 
For  profit. 

Ryder  capitalizes  on 
opportunity.  By  starting  Ryder 
One-Way,  specially  engineered 
trucks  to  get  in  on  the  booming 
move-it-yourself  market.  To 
get  even  more  utilization  out  of 
our  national  network.  For  profit. 

Ryder  expands.  We  bought 
one  of  the  nation's  largest 
automobile  carriers.  We  bought 
two  successful  schools  for 
skilled  mechanics.  We  bought 
a  good,  going  electronics  and 
computer  repair  school.  Their 
graduates  help  us  fill  critical 
positions  in  our  network.  They 
help  us.  We  help  them.  Nice. 

Ryder  educates.  For  profit. 
And  futures.  Our  own  internal 
training  for  mechanics,  service 
managers  and  field  managers 
is  so  good  that  we  can  sell  it  to 
customers.  And  create  new 
•customers.  And  we've  tripled  our 


own  training  programs  in  the 
last  year.  And  we  brought  21 
of  the  world's  leading  physical 
distribution  experts  together 
for  the  first  time,  to  spark  new 
concepts  we  can  explore. 

Why  go  to  all  that  trouble? 
Simple.  It  helps  us  recruit  better 
men.  It  helps  us  keep  them 
better.  So  we're  one  jump  ahead 
of  everybody  today.  Two  jumps 
tomorrow. 

Ryder  explores.  We  invested 
in  a  small  mobile  home  company 
to  test  some  new  ideas.  If  it 
works,  we  win  big.  If  it  doesn't, 
we  lose  little. 

Ryder  plans.  With  all  the 
knowledge  and  training  and 
equipment  and  real  estate  and 
proven  managers  we  have.  Ryder 
is  examining  new  enterprises 
in  leasing,  renting,  technical 
education,  and  the  whole  field 
of  physical  distribution.  We'd 
be  foolish  not  to. 

Shouldn't  you  look  at  our 
annual  and  quarterly  reports? 
Write  James  A.  Ryder,  President, 
Ryder  System,  2701  South 
Bayshore  Drive,  Miami,  Florida 
33133.  Call  him  "Jim'.' 
The  banks  do. 
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Duy 

american 
...Duy 
capitoi 


I  n  aspect  of  project  design,  con- 
*' :tion,  product  and  operation  is 
[«3wed  in  detail  by  the  Atomic 
^'  gy  Commission. 


Looking  ahead  to  the  increasing  power  requirements  of  the  Tennessee  Valley 
Region,  TVA  decided  upon  a  nuclear  steam  plant  to  be  constructed  on  the  north 
shore  of  Wheeler*  Lake,  Limestone  County,  Alabama  .  .  .  known  as  the  Browns 
Ferry  Nuclear  Power  Plant.  The  three  generating  units  in  this  first  nuclear 
power  plant  for  TVA  will  have  more  capacity  than  any  electric  power  generating 
plant  in  the  United  States.  The  first  unit  is  scheduled  for  operation  late  in  1970. 
The  specialty  alloy  piping  which  carries  high  pressure  steam,  generated  by 
nuclear  fuel,  to  spin  the  giant  turbine  generators  was  supplied  by  CAPITOL  PIPE 
&  STEEL  PRODUCTS,  INC.  to  PITTSBURGH-DES  MOINES  STEEL  COMPANY,  of 
Pittsburgh,  contractor  for  the  nuclear  containment  vessels.* 


x}X^ni 


PIPE  &y  STEEL  PRODUCTS,  INC. 
CODE  215  TE  9-4300 


EXECUTIVE  AMD  SALES  OFFICES: 

301  CITY  LINE  AVENUE.  BALA-CYNWYD,  PA.  19004 

DISTRICT  OFFICES:  ATLANTA  .  BATON  ROUGE    CHICAGO  -  HOUSTON    LOS  ANGELES 

NEW  YORK  .  PHILADELPHIA  :  PIHSBURGH-LAKE  ERIE  ^  TULSA 

SERVICE  CEHTERS:  PHILADELPHIA  -  DELAWARE  c  PEARLAND,  TEXAS 

IHTERHATIOHAL  DIVISIOH:  CANADA-TORONTO 


JUNE   1,    1969 
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86  Proof  Blended  Scotch  Whisky  ■  The  Paddington  Corporation,  NX 


JUSTERINl 

founded  1749   R? 
W 

o 

r     o 
75 


Celebrate 
everything 

with  it. 


New  Year's  Day. 
St.  Valentine's  Day. 
i?T  TOl  ^m  T§B  Ground  Hog's  Day. 
-  -     St.  Patrick's  Day. 

Mother's  Day. 
Arbor  Day. 
Father's  Day. 
Graduation  Day. 
m  ii5i^  Flag  Day. 
Independence  Day.Bastille  Day. 
Labor  Day.  Columbus  Day. 
Election  Day.  Thanksgiving  Day. 
Christmas  Day. Etc. 

(WitK  J(S?B  Rare  Scotdn.the 
'^est  of  everything  is  up  to  you.) 
Cheers. 


JtrB  Rare  Scotch.  It  only  costs  a  few  cents  more. 


READERS  SAY 
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Who  Really  Won  Anyway? 

Sin:  I  think  [the  B.F.  Goodrich-North- 
west  Industries  story,  Apr.  15]  was  an 
excellent  article.  There  are  only  two 
things  with  which  I  take  exception.  I 
have  never  heard  him  [Goodrich  Chair- 
man Ward  Keener]  speak  in  an  unruffled 
monotone,  and  of  course  with  respect  to 
the  last  sentence,  in  my  opinion  the  bad 
guys  won  at  Gettsyburg. 

— William  T.  Kelly  Jr. 

Chairman. 

Abex  Corp. 

New  York,  N.Y. 

Sir:  ...  I  happen  to  know  something 
about  the  matter  since  my  life's  savings 
are  invested  in  the  merger  of  Rock  Islandij 
and  Northwestern  and  have  studied  thai 
case  these  past  four  years.  I  could  make 
quite  a  brief  for  Mr.  Heineman,  as  weU 
as  some  critical  observations  regarding 
his  attempt  to  take  over  the  ailing  Good- 
rich Co.  So  it  is  with  fair  knowledge  of 
the  situation  that  I  deplore  and  roundly 
condemn   your  blatant  partisanship. 

— Paul  Eric  Drosi 
Hampton,  Va 

The  Eagle  Reigns 

Sir:  I  recently  read  your  editoria 
(Fact  <b-  Comment,  Apr.  15)  regardini 
the  new  American  Ambassador  to  Britaii 
and  his  plan  to  remove  the  America! 
Eagle  from  the  London  Embassy. 

Long  before  I  saw  your  article  I  call« 
Mrs.  Phyllis  Schlafly,  of  "The  Phylli 
Schlafly  Report"  and  asked  her  if  sh 
planned  to  do  anything  about  this.  Sh 
told  me  she  had  written  the  new  Ambasj 
sador  and  offered  to  buy  the  Eagle.  Her 
is  a  copy  of  his  repl)': 

"When  I  spoke  about  the  eagle 
over  the  Chancery  building  in  Gro^- 
venor  Square,  I  was  expressing  ,m 
aesthetic  opinion  rather  than  a  firm 
decision.  I  have  since  given  it  fur- 
ther reflection,  and  I  have  decided 
that  so  long  as  the  eagle  doesn't 
bother  me  I  will  not  bother  it.  On 
the  basis  of  this  non-aggression 
pact,  the  eagle  will  continue  to 
reign  over  the  Chancery  while  I 
am  Ambassador." 

— Katharine  Kennedy  Brov(| 
President,     Ohio     Federation 
Republican  Women's  Organizati 
Columbus,  OF] 

Sensible   Stabilify 

Sir:   When  I   read  articles  like  ycl 
"Success  Story"   (Forbes,  May  I),  a} 
learn  how  a  stock  can  climb  from  10 
45  practically  overnight  on  pending  bi 
ness.    it    almost   drives    me    nuts.    I   s  I 
cerely  hope  that  some  sensible  stabil 
to   investment   will   occur   and   that 
"return  of  return  will  return.'' 

— R.   L.  ZULUN(| 
Gladwyne, 
(Continued  on  page  77) 
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What  can  Pathway  Products 
Corporation  do  for  you? 


Perhaps  they  can  do  for  you  what  they  have  done  for  so 
many  hundreds  of  others.  Men  in  blind  alley  jobs  have 
been  made  owners  of  their  own  businesses;  men  who 
already  owned  businesses  that  were  not  prospering  have 
been  shown  new  potentials  of  growth  and  profits;  men 
whose  earnings  were  limited  by  "job  function"  ceilings 
suddenly  have  learned  to  know  the  meaning  of  unlimited 
profit;  and  still  others,  blocked  in  their  progress  by 
"dcadwood"  at  the  top,  have  been  shown  how  to  leap 
over  such  obstacles  into  ownership  of  their  own  private 
businesses  with  the  constant  help  and  direction  of 
the  experienced  corporate  staff.  What  can  Pathway 
Products  Corporation  do  for  you?  Your  name  on  the 
blank  below  will  bring  full  details  by  return  mail. 

^■■■■KK  Would  you  like  to  in- 

vestigate a  business  if 
\  ou  could  be  certain  of 
success  before  resign- 
ing your  present  job  or 
risking  your  present 
paycheck? 

Would  you  like  de- 
tails of  a  business  on 
I  which  you  make  money  not  only  on  your  own 
I  efforts  but  also  make  a  profit  on  the  work  of 
'    from  five  to  30  other  people  who  you  train, 

■  direct  and  supervise? 

Would  you  be  able  and  willing  to  invest 

■  $1,650  in  a  business  of  your  own  if  your  own 
||    investigation  showed  you  could  expect  to 

make  S2,000  or  more  in  profits  e\ery  month? 

Although  less  than  five  years  old,  our  cor- 
poration already  has  launched  more  than  400 
men  (or  women)  or  man-and-wife  teams  in 
one  of  the  most  rapidly  growing  privately 
owned  businesses  to  emerge  in  the  last  decade. 

It  is  such  a  business  that  we  invite  ambi- 
tious men  to  weigh  and  consider.  With  a 
spectacular  record  of  public  response  in  the 
areas  already  opened,  we  are  now  ready  to 
appoint  Pathway  ftoducts  Sales  Coordinators 
in  a  limited  number  of  additional  marketing 
areas  in  49  of  the  50  states. 

To  those  who  qualify,  our  staff  will  give 
complete  on-the-ground  training.  They  will 
show  the  new  coordinator  how  to  find,  hire, 
and  train  the  people  who  will  work  under  his 
direction.  The  staff  members  will  train  the 


Coordinator  in  every  phase  of  his  business. 
They  will  work  with  him  until  his  business  is 
launched.  Then  they  will  be  available  for  con- 
tinuing help  in  promoting  rapid  growth  and 
healthy  expansion  of  his  business. 

The  products  you  will  handle  are  those  that 
are  used  in  every  household  and  every  indus- 
try every  day.  They  are  the  non-food  prod- 
ucts which  are  bought,  used  up,  and  bought 
again — almost  weekly.  And  when  a  house- 
wife sees  how  Haste© — for  $3  can  give  iier 
the  equivalent  of  almost  $30  worth  of  prod- 
ucts she  now  buys  at  the  supermarket,  she 
becomes  an  eager  and  steady  buyer.  Her  en- 
thusiasm 'makes  her  one  of  your  strongest 
new  business  builders  through  "word  of 
mouth"  advertising  among  her  friends. 

In  spite  of  the  exciting  success  factors  in  the 
Pathway  Plan,  it  is  not  a  plan  for  dreamers.  It 
is  not  for  those  who  expect  to  make  $30,000 
to  $40,000  a  year  without  effort.  No.  We  will 
not  franchise  men  who  will  not  implement 
their  desires  with  the  kind  of  eager  applica- 
tion to  their  own  businesses  that  will  lead  to 
success  for  them  and  for  our  company. 

We  do  not  charge  a  "franchise  fee."  We  do 
not  ask  monthly  royalty  payments.  Our  cor- 
porate profits  must  come  only  after  you,  as  a 
Sales  Coordinator,  have  profited  more  richly 
than  the  company.  It  is  for  that  reason  that 
our  executive  screening  committee  is  highly 
selective  in  picking  only  those  men  whose 
characteristics  we  know  to  be  associated  with 
success  in  our  field. 


PATHWAY  PRODUCTS  CORPORATION 

60  Pompton  Ave.,  Dept.  9-B56,  Verona,  New  Jersey  07044 


Executive  offices  and 
National  Training  Center,  Verona,  N.J. 


If  you  have  had  some  sales  experience  it 
will  count  in  your  favor,  but  it  is  not  essential 
to  success.  If  you  have  had  some  experience 
in  business  management  or  in  directing  other 
people,  it  will  be  helpful,  but,  again,  it  is  not 
necessary.  The  prime  requirements  are  en- 
thusiasm, belief  in  yourself,  and — of  most  im- 
portance— the  willingness  to  follow  the  simple 
plan  that  has  brought  success  and  personal 
independence  to  so  many  others. 

To  get  complete  information  by  mail,  it  is 
only  necessary  to  mail  the  Post  Card.  If  the 
card  is  missing,  mail  the  Request  for  Infor- 
mation below.  Get  the  facts  and  then  decide 
if  you  wish  to  explore  the  possibilities  with 
one  of  our  corporation  executives.  No  sales- 
man will  call  on  you  without  your  invitation. 


JA■<^-ry^J^_ 


ML- 


Chairman  of  the  Board 


REQUEST  FOR   IIMFORMATION 


Pathway  Products  Corporation,  Dept.  9-B56 
60  Pompton  Ave.,  Verona,  N.J.  07044 

Gentlemen:  I  am  interested  in  receiving  more 
information  on  the  Pathway  Plan  and  Products. 
Please  mail  complete  details  without  obligation. 
No  salesman  is  to  call  on  me,  but  after  reading, 
I  will  let  you  know  if  I  wish  to  discuss  the  poten- 
tial in  my  area  with  a  company  executive.  If  I 
do  decide  to  apply  for  appointment  as  Sales 
Coordinator,  I  can  make  an  investment  of 
$I,6S0.  in  do  apply  I  will  want  to  be  considered 


for  (name  of  town). 


Name- 


Address- 


City- 


State  &  Zip- 
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Ourmilliondollar 
tire-kickirig^ 
ciiid  deshoKing 
machine. 


Despite  the  hundreds  of  checks  and 
tests  our  tires — and  materials  that  go  in 
them — undergo  during  production  before 
they  leave  our  factories,  our  guality 
assurance  people  wanted  one  more. 

They  wanted  a  test  that  would  check 
the  uniformity  of  our  tires  under 
simulated  road  and  load  conditions.  A 
test  that  would  make  sure  our  tires  would 
run  smoothly,  without  "shake"  or 
vibration,  especially  at  turnpike  speeds. 

The  answer  came  from  the  people  in 
our  Machine  Development  Department. 
They  invented  the  Tire  Uniformity 
Measuring  Machine,  a  machine  so  unigue 
that  the  National  Society  of  Professional 
Engineers  called  it  one  of  the  twelve 
engineering  achievements  of  1968. 
(Incidentally,  one  of  the  others  was  the 
Apollo  VIII  Lunar  Flight.) 

Here's  how  it  works. 

It  runs  the  tire  over  a  super-sensitive, 
force-measuring  wheel.  The  force 
measurements  are  fed  to  a  computer.  The 
computer  automatically  spots  irregularities 
that  could  cause  "shake"  in  the  ride. 
It  also  directs  the  automatic  correction  of 
minor  force  variations,  and  indicates 
slight  adjushTients  that  should  be  made  in 
the  manufacturing  process. 

A  23-second  ride  on  this  machine  tells 
us  more  about  a  tire  than  a  lifetime  of 
tire-kicking.  And  what  if  it  did  cost  us  a 
bundle  to  invent  this  machine  and  put  it 
in  all  our  plants? 

It's  well  worth  it  when  it  helps  us 
assure  you  a  better  tire. 


B.E  Goodrich 


We  invented  it. 


'With  all  thy  getting  get  understanding" 


fc 


Fact  and  Comment 


DOW  JONES  AVERAGE  CLOSE  TO  HIGH 

Crazy,  man. 


50-50 

A  few  days  ago,  Ed  Michaelsen,  savvy  new  helmsman 
of  Phelps  Dodge  Industries,  told  me  that  for  some  time 
now  Phelps  Dodge  has  aimed  at  achieving  50-50  in  the 
ownership  of  their  plants  in  foreign  countries.  Half  the 
ownership  in  the  hands  of  that  land's  citizenry,  and  half 
o\Vned  by  PD. 

At  first  blush,  it  sounds  silly;  it  sounds  like  it  could 
easily  create  stand-off  situations  in  management  decisions. 

Examination  and  reflection,  though,  show  the  sense  of  it. 


SENSE 

The  substantial  equity  by  nationals  makes  them  really  care 
about  profitability,  makes  the  common  charge  of  exploita- 
tion less  likely,  makes  it  clear  that  decisions  must  be  co- 
operative. There  is  no  big-stick  and  bitterness  resulting 
from  decisions  rammed  through  by  a  U.S.  home  office. 

In  almost  half  of  their  overseas  setups,  Phelps  Dodge 
has  achieved  this  objective. 

Might  not  this  approach  be  profitably  adopted  by  a  great 
many  more  American  companies  operating  plants  abroad? 


There  is  no  surer  guarantee  of  business  success  than 
giving  customers  their  money's  worth — or  a  bit  more. 
Many  merchants  and  manufacturers  find  doing  this  profit- 
ably very  diflicult. 

Do  you  know  of  anyone  who  has  done  it  more  success- 
fully, in  a  most  competitive  field,  than  Sears  and  J.C. 
Penney? 

FORBES,  JUNE  1,  1969 


YOUR  MONEY'S  WORTH 

It  isn't  all  that  often  one  can  walk  into  a  store  and  know 
with  such  a  high  degree  of  certainty  that  most  everything 
one  buys  there  will  be  as  low  or  lower  in  price  and  high  or 
higher  in  quality  than  anywhere  else.  At  Sears  and  J.C. 
Penney  this  is  invariably  so. 

The  result? 

Success.  Big  success. 
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YES, 

VIRGINIA, 

THERE 

IS  A  SANTA  CLAUS 

or 

, 

. 

YES,   ALICE,   THERE 

IS 

A  WONDERLAND 

Here  listed  is  a 

group  of 

new  issues 

offered  over  the  past  four 

months. 

Original 

First  Day 

% 

, 

Original 

First  Day 

% 

New  Issues 

Price 

High  Bid 

Increase 

New  IssiTes 

Price 

High  Bid 

Increase 

National  Tape  Distributors 

1^1 

46 

5130/0 

Pizza  Hut 

16 

29 

81 

Foto-Mem. 

8 

25 

213 

Showboat 

8 

14 

75 

Four  Seasons  Equity 

11 

33 

200 

U.S.  Systems  &  Software 

m 

13 

73 

Hospital  Corp.  of  America 

18 

40 

122 

Church's  Fried  Chicken 

171/2 

30 

71 

Viatron  Computer  Systems 

15 

32 

113 

Fotomat 

20 

32 

60 

Convalariums  of  America 

10 

19 

90 

Manor  Care 

11 

17 

55 

Utilities  Leasing 

10 

19 

90 

AJW  Enterprises 

13 

19y4 

52 

Certron  Corp. 

17 

32 

88 

Advanced  Patent  Technology 

10 

15 

50 

Coachman  Industries 

8% 

161/2 

86 

Mr.  Steak 

15 

221/2 

50 

EXCITING 


Balloons,  whether  of  the  birthday  party  variety  or  the 
"Around  the  World  in  80  Days"  sort,  have  always  been  funj 
Now  balloons  may  save  your  life  or  limbs.  Eaton  Yale  &| 
Towne  has  developed  an  air  cushion  that  pops  out  of  thel 
dashboard  or  steering  column  and  inflates  in  one  twenty-j 
fifth  of  a  second  following  a  crash. 

According  to  one  report,  a  principal  obstacle  to  it 
installation  is  "competition  for  space  in  the  dashboard 
area  from  air-conditioning,  radio,  instnimentation  anc| 
other  equipment." 

Could  vou  believe  it? 


LIKE  A  CAPTAIN  SHOULD 

The  Captain  of  the  new  Cunarder  Queen  Elizabeth  2  thinks  a  Cunard  Captain  should, 

is  abnost  too  good  to  be  true.  The  merry  mien  of  this  bearded  Britisher  should  d| 

He  looks,   acts,  chuckles  and  understates   just  as  one  much  to  restore  the  world's  faith  in  the  pound. 

A  LITTLE  LEVITATION 

Honest,  this  is  verbatim  a  letter  just  received:  It  has  often  been  suggested  by  old-time  Forbes  readeil 

Sir;  Referring  to  Fact  and  Comment  in  Forbes  that  these  writings  are  enough  to  make  my  founder  fath(l 

May  1:  A  very  well  done  if  you  did  those  pages  turn  o\'er  in  his  grave,  or  to  drive  any  self-respecting  gha'| 

yourself.  Or,  if  ghosted,  give  him  a  raise.  back  into  his. 

Sincerely,  Mr.  Vittek's  letter  has  been  enough  to  raise  me  ow| 

Albert  W.  Vittek,  Church  Circle,  Annapolis  spirit  sky-high.  And  I'm  not  even  dead  yet,  I  think. 


GREAT  COINAGE 

I  heard  one  Wheel  describe  another: 
"He's  absolutely  copeless." 

Regardless  of  the  merits  of  the  man   involved, 
agree  that's  a  great  phrase. 


you'll 


OBSERVATION 


Those  who  act  as  if  they  know  more  than  their  bo| 
seldom  do. 

Those  who  do,  have  sense  enough  not  to  make  it  obvioi  j 
— to  the  boss. 


Hi 


—Malcolm  S.  Forbi 

Editor-in-Ch: 
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The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 


ment Service.  And  make  us  prove 
that  we' can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tell  3S0-5244  (Area  Code  212) 

. . .  It's  good  to  have  «  great  bank  behiixi  you 

'fut  MANUFACTURERS 
irJ.  HANOVER  TRUST] 


theydemand 
a  bank  that 
performs. 


> 


-«:». .:-•- 
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Bob  Cratchit 
should  have  been 
fired. 

He  was  doing  a  lousy  job. 

Cratchit  was  hard  to  keep 
track  of.  Always  slipping  off  to  put 
coal  on  the  grate.  His  desk  couldn't 
hold  both  ledger  and  inkwell.  He 
spilled  a  lot  of  ink.  His  stool  was 
backless  and  hard;  so  he  suffered 
backaches.  The  flickering  light  gave 
him  headaches. 

All  part  of  business-past? 
Should  be,  but  there  are  still  millions 
of  Bob  Cratchits,  alive  and 
inefficient,  busily  wasting  the  boss' 
money  at  poorly  designed  desks  in 
"Dickensian"  work  areas. 

Enter  the  GF  Work  Center— 


a  human-engineered  office  work 
space  designed  to  let  your  Cratchits 
work  with  the  composed 
concentration  of  an  astronaut.  Each 
Center  gives  its  user  a  completely 
equipped,  task-oriented,  working 
environment  with  fingertip  accessi- 
bility. Each  worker  has  the  privacy 
needed  for  diligence  without  losing 
contact  with  fellowworkers  or  the 
supervisor.  Walls  and  partitions  that 
are  tedious  to  move  and  need 
complex,  costly  lighting  and  air 
conditioning  systems  are  unneces- 
sary. The  Work  Centers  can  be 
arranged  so  that  the  work  flows 
naturally  and,  if  the  nature  or 
volume  of  work  changes,  they  can 
be  shifted  without  much  more  fuss 
than  rearranging  your  living  room. 


The  GF  Work  Center  is  going 
to  make  a  big  improvement  in 
business.  Why,  if  GF  could  have 
got  its  Work  Center  idea  to  Scrooge 
in  time,  Cratchit  might  have 
earned  his  keep  and  kept  his  boy 
out  of  show  business  ! 

GF:  First  in  Form  and  Function 

For  a  more  detailed  explanation  of 
the  philosophy  and  scientific 
advantages  of  the  GF  Work  Center 
than  we  can  afford  to  provide  in  an 
ad,  write  The  General  Fireproofing 
Company,  Youngstown,  Ohio 
44501,  or  get  in  touch  with  your 
local  GF  branch  or  dealer,  listed 
in  the  Yellow  Pages. 

The  General  Fireproofing  Company 


GF  Business  Equipment 


Forbes 

Softening  the  Harsh  Words 

Outraged  cong/omerators  and  merger-makers  have  accused  the  Nixon  Admin- 
istration of  protecting  the  Establishment.  Not  so,  says  its  chief  antitruster: 
"I'm  just  a  reasonable  lawyer  who  is  going  to  enforce  the  antitrust  laws." 


TiiE  Nixon  Ad.mimstr.\tion  may  not 
be  quite  as  negative  on  coniilomeiates 
and  on  mergers  as  some  people  think. 
There  are  signs  that  Administration 
people  are  smarting  nnder  cliarges 
that  they  are  too  toncerned  with 
defending  the  corporate  status  (juo 
against  takeovers.  In  an  interview 
with  FoKBEs  last  month,  Richard  W  . 
McLaren  (ri^ht).  Nixon's  Assistant 
Altorne)  General  for  antitrust,  clarifierl 
his  views.  He  promised  a  vigorous 
antitrust  policy  but  not  a  rigid  one. 
His  views,  by  and  large,  seemed 
milder  than  some  of  his  department's 
earlier  actions  would  suggest. 

"The  point  that  lias  escaped  a  lot 
of  people,"  McLaren  said,  "is  that  we 
are  not  against  conglomerates  as  such 
What  we  are  concerned  about  is  tin 
size  of  some  of  their  acc[uisitions.  In 
fact,  we  think  that  conglomerates  can 
serve  a  useful  purpose.  Tlie\  can  help 
shake  up  some  of  these  moribund 
managements.  Far  from  opposing  all 
of  their  acquisitions,  there  are  .some 
we  would  actualK   welcome. 

For  example?  Fokhks  asked. 

"If  some  ambitious  conglomerates 
decide  to  go  into  the  aluminum  or 
copper  field,  that  would  be  good.  Both 
are  liighly  concentrated.  Hut  they 
should  go  in  not  by  buying  up  one  of 
the  major  companies,  but  by  making 
a  foothold  actjuisition  and  start  build- 
ing up.  For  example,  if  a  conglom- 
aiate  could  buy  an  aluminum  fabri- 
cator and  integrate  backwards  into 
production,  this  would  be  healthy. " 

We  asked:  What  about  the  Justice 
Department's  moves  against  LT\'  s 
acquisition  of  Jones  &  Laughlin? 
Didn't  that  contradict  what  McLaren 
said  about  permitting  conglomerates 
to  break  into  concentrated  industries? 
Wasn't  this  move  a  response  to  out- 
cries from  the  steel  establishment? 

McLaren  doesn't  see  it  that  way. 
"Jones  &  Laughlin  is  No.  Five  or  so 
in  the  steel  business  and  it  is  fabu- 
lously large.  What  I  said  was  that  it 
was  all  right  for  conglomerates  to  buy 
a  foothold  position.  J&L  is  a  lot  more 
than  a  foothold." 

That  seemed  a  logical  enough  reply 
and  so  we  moved  on  to  the  next  point: 


Is  the  Government  considering  break- 
ing up  existing  conglomerates? 

.McLaren  said  no,  this  wasn't  likeK , 
a  reply  which  should  bring  sighs  of 
relief  to  Wall  Street  and  into  many  a 
corporate  boardroom . 

"Breaking  up  past  mergers  is  diffi- 
cult, very  difficult,"  he  said,  and 
pointed  out  that  his  limited  staff  will 
have  its  hands  full  with  cases  already 
pending.  Ikit  he  did  add  this  qualifi- 
cation: "If  we  find  something  already 
consummated  that  shows  a  real  big 
violation,  we  might  look  into  it  with 
a  mind  to  sue." 

Forbes  asked  McLaren  about  Jus- 
tice's moves  to  block  Northwest  In- 
dustries' takeover  of  Goodrich.  What 
principle,  we  asked,  was  involved? 
•  "This  was  not  a  bigness  issue.  This 
is  straight  antitrust.  We  believe  this 
merger  will  substantially  lessen  com- 
petition. Look  at  the  two  companies, 
Northwest  and  Goodrich,  and  their 
activities.  Both  are  significant  factors 
in  the  chemical  industry.  That  means 


that  actual  horizontal  competition  will 
l)e  eliminated. 

"In  addition,  you  have  the  question 
of  reciprocity.  I  guess  reciprocity  is 
a  time-honored  thing  in  the  railroad 
business.  This  is  using  the  purchasing 
power  of  one  division  to  sell  the  pro- 
ducts of  another  division.  You  can  tell 
your  suppliers  of  your  rubber  com- 
pany they  ought  to  ship  over  your 
railroad.  Yon  tell  your  railroad  sup- 
pliers to  buy  your  Goodrich  tires." 

We  wondered  whether  this  attitude 
spelled  trouble  for  railroad  holding 
companies  like  Penn-Gentral.  "We'll 
be  looking  at  them  company  by  com- 
pany," said  McLaren.  "The  Interstate 
(Commerce  Connnission  has  made  no 
effort  to  go  after  industrial  acquisi- 
tions by  railroad  holding  companies. ' 
Basically  he  feels  that  transportation 
ought  to  have  less  agency  regulation 
and  more  vigorous  antitrust.  In  other 
words,  the  railroads  should  have  more 
freedom  to  set  rates  and  schedules  but 
less  exemption  from  antitrust  rules. 

As  for  railroad  mergers,  McLaren 
said:  Rather  than  merge  two  rail- 
roads, let  them  compete.  That's  what 
we  are  asking  for  in  the  northern 
lines  case  [Great  Northern,  Northern 
Pacific  and  Chicago,  Burlington  & 
Quincy]  scheduled  for  argument  in 
court  this  fall." 

McLaren  added:  "The  trucking  in- 
dustry never  should  have  been  regu- 
lated/' He  feels  the  ICC  has  tended  to 
neglect  the  customer  and  protect 
transportation  companies. 

The  brokerage  business  is  going  to 
get  McLaren's  attention,  too.  Mc- 
Laren's predecessor — under  direction 
from  former  Attorney  General  Ramse\ 
Clark — took  a  swat  at  the  securities 
business.  Brokerage  commissions,  un- 
der Justice  Department  prodding, 
were  negotiated  downward  on  large 
orders.  McLaren  said  he  intends  to 
"push  even  harder"  on  commissions. 
Now,  the  Securities  &  Exchange  Com- 
mission is  studying  the  possibility  of 
scrapping  fixed  commissions. 

McLaren  thinks  that  fixed  commis- 
sions should  go.  "This  is  a  good  ex- 
ample of  an  area  where  we  can  ha\'e 
more    competition    and    less    regula- 
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tion,"  lie  said.  Wouldn't  tins  lessen 
competition  if  the  big  brokers  cut 
rates  and  forced  smaller  brokers  to 
the  wall?  "If  this  kind  of  situation 
ever  came  up,"  said  McLaren,  "we 
could  attack  the  practice  quite  easily 
under  Section  Two  of  the  Shemian 
Act  as  an  attempt  to  monopolize  by 
cutting  prices  with  the  objective  of 
running  people  out  of  business." 

In  the  communications  field,  Mc- 
Laren thinks  the  Federal  Communica- 
tions Commission  can't  cope  with  the 
problem   of  media   monopolies.    Said 


McLaren,  "You  can't  regulate  this 
thing  through  Hcensing  practices.  We 
take  the  position  that  where  you  have-- 
a  single  company  controlling  the  news- 
paper, the  radio  and  the  television  in 
an  area,  this  is  a  monopoly.  A  major 
part  of  our  job,  I  think,  is  putting 
more  competition  and  less  regulation 
into  the  regulated  industries. 

"I  know  that  what  we  have  been 
doing  makes  a  lot  of  people  think  we 
are  wild-eyed  liberals.  But  we're  not. 
We  simply  feel  that  vigorous  enforce- 
ment of  the  antitrust  laws  is  the  onlv 


alternative  to  government  regulation. 
To  me,  this  is  good,  solid,  conserva- 
tive economics." 

What  does  McLaren  say  about 
criticism  that  the  Nixon  Administra- 
tion has  gone  too  far  too  fast  in  its 
antimerger  policies?  He  replied: 

"L  think  we've  slowed  this  merger 
trend.  That's  one  reason  I've  been 
talking  as  much  about  it  as  I  have. 
'I  wanted  to  let  the  businessman  and 
his  lawyer  know  that,  yes,  our  ap- 
proach is  stronger  than  before." 

But,  he  insists,  not  ruthless.  ■ 


Latecomer  I 


Sprague  Electric's  microelectronics  story  is  full  of  mistakes  and  red  ink.  But 
Bob  Sprague  feels  his  little  company  can  still  make  it  big  in  a  tough  field. 


It  cost  $33  million,  but  smallish 
(1968  sales:  $133  million)  Sprague 
Electric  Co.  had  little  choice  but  to 
move  into  the  booming  electronic  in- 
tegrated circuit  market.  Integrated 
circuits,  though  minuscule  in  size,  do 
the  work  of  several  of  the  components 
Sprague  has  long  made.  The\-  threat- 
ened a  major  part  of  its  business.  In 
making  this  necessary  move,  however, 
Robert  C.  Sprague,  the  company's 
founder  and  chief  executive  officer, 
has  had  plenty  of  trouble. 

Trouble  No.  One:  Sprague  let  four 
big  competitors — Texas  Instruments, 
Motorola,  Fairchild  Camera  and 
Corning  Glass  Works'  Signetics  sub- 
sidiar\- — jump  into  the  market  well 
ahead  of  him.  Why?  Because  at  first 
he  didn't  believe  that  integrated  cir- 
cuits would  ever  be  cheap  enough 
to  become  a  volume  business.  "I  sim- 
ply made  a  misjudgment,"  Sprague 
admits  straight  forwardly. 

Trouble  No.  Two:  When  Sprague 
finally  took  the  plunge  four  years 
ago  he  banked  on  his  old  products 
to  hold  him  up  while  he  was  getting 
ready  to  break  into  the  field.  For  a 
while  they  did,  but  then  came  severe 


price-cutting  in  capacitors  and  semi- 
conductors, Sprague's  old-line  prod- 
ucts, and  a  general  slowdown  in 
orders  by  equipment  makers.  Sprague 
had  two  rough  years,  culminating  in 
a  $2.8-million  loss  in  1968. 

Bob  Sprague  refuses  to  admit  that 
the  company  is  in  serious  trouble: 
"If  we  wanted  to  continue  to  grow, 
we  had  to  do  something.  We  could 
have  gone  into  other  components, 
but  integrated  circuits  are  growing 
38%  a  year — no  other  components 
are  doing  that." 

Sprague  thinks  the  turn  is  alread\' 
starting.  Despite  a  small  first-quarter 
loss,  he  expects  a  sizable  operating 
profit  this  year  on  a  sales  increase  of 
at  least  10%.  The  big  part  of  the  inte- 
grated circuit  entry  fee  has  already 
been  paid:  Capital  spending  dropped 
from  $22.6  million  in  1966-67  to  $9.3 
million  in  1968-69. 

New  Ball  Game 

But  given  his  late  start,  can 
Sprague  expect  to  make  it  big  in  a 
business  where  even  companies  the 
size  of  TI  and  Fairchild  have  taken 
their  lumps?   "We   have   one   advan- 


Though  tiny,  iniegraied  circuits  have  already  cost  Sprague  millions. 
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tage,"  he  retorts.  "Components  are 
our  only  business.  We  don't  compete 
with  our  customers.  Texas  Instru- 
ments, Motorola  and  Fairchild  are 
all  in  the  systems  business  them- 
selves. There's  room  in  the  business 
for  everybody  who's  competitive.  We 
have  the  technology — we've  been  in 
transistors  [the  first  step  to  miniatur- 
ization]  since  the  mid-Fifties." 

But  to  really  succeed,  the  company 
will  have  to  be  much  more  innovative 
than  it  has  been  in  the  past.  Sprague 
did  successfully  move  into  the  semi- 
conductor business  in  the  Fifties  when 
much  bigger  companies  like  CBS  and 
Raytheon  were  making  costly  mis- 
takes, but  it  was  capitalizing  on  tech- 
nology developed  by  others.  "There's 
room  for  Sprague  in  integrated  cir- 
cuits," says  one  analyst,  "but  as  a  little 
guy,  it  will  have  to  be  a  leader.  It 
will  have  to  develop  end  uses  for  its 
product.  It  can't  afford  to  automate 
the  way  Motorola  and  TI  can." 

Being  a  leader  means  hiring  top 
people,  and  that  could  be  a  problem 
for  Sprague.  Its  integrated  circuit 
plant  is  in  ^^'orcester,  Mass.,  where  it 
can  get  production  labor.  But  the 
technical  brains  in  integrated  circuits 
steadfastly  prefer  the  glamour  areas 
of  California  or  the  Southwest.  For 
example,  Fairchild  had  to  move  its 
headquarters  from  Long  Island  to 
Mountain  \'iew.  Calif,  to  get  Lester 
Hogan  to  quit  Motorola  and  become 
its  president. 

But  the  inake-or-break  decision  has 
been  made.  Bruce  R.  Carlson,  47,  the 
15-\ear  Sprague  veteran  who  became 
president  last  November  under  Chair- 
man Bob  Sprague,  68,  looks  at  it  this 
way:  "For  a  company  our  size,  the 
investment  we  made  is  a  lot.  But  be- 
cause of  our  size,  if  it  works,  the  bene- 
fits could  be  very  great."  Since  that 
investment  put  Sprague  $48.6  million 
in  debt  vs.  equity  capital  of  just  $59.8 
million,  one  thing  is  certain — there's 
no  room  for  further  costly  mistakes.  ■ 
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Is  'love''  the  Answer? 

With  some  key  drug  patents  running  out,  President 
Rauch  has  plunged  SK&F  into  proprietary  drugs  and 
cosmetics.  It's  a  risk,  but  what  are  the  alternatives? 


Pkesiuent  Thomas  M.  Raich  ot 
Smitli  Kline  &  French  called  in  a 
group  of  securit\  anaKsts  this  sprin<; 
and  made  a  prediction.  Perhaps 
by  five  years,  halt  of  SK&F's  profits 
would  come  from  its  consmner,  ani- 
mal and  instruments  division.  Right 
now  tJiis  divisions  contributions  to 
SK&F's  profits  are  minor. 

Two  forces  are  at  work  that  could 
make  Rauch's  prediction   come   true. 


Either  Raucli  s  ettoits  to  e.\pand  out- 
side of  drugs  will  produce  tremendous 
growth  in  profits,  or  SK&F's  super- 
cliarged  ethical  drug  profits  could 
shaiply  decline.  There's  a  chance  that 
some  of  both  events  could  happen. 
Either  way,  this  staid  Philadelphia 
drug  companx  will  ne\ei  be  quite  the 
same  again. 

SK&F  is  the  most  piofilable  company 
in  one  of  the  most  profitable  industries 


Bock  To  VanUy.  If  seemed  a  risky  sfep  when  SK&F  first  courted  con- 
sumers in  1961  with  its  Contac  cold  pills.  But  the  pills  sold  well.  Now,  SK&F 
is  after  the  consumer  again.  It  introduced  a  full  line  of  cosmetics,  "Love." 


in  America,  but  its  growth  record  is 
one  of  the  worst  in  the  health  field. 
Unquestionably,  Rauch,  who  climbed 
to  the  top  of  SK&F  via  advertising  and 
marketing,  sits  in  an  executive  hot 
seat.  He  must  revive  SK&F's  growth, 
\et  maintain  its  fabled  profitability. 

When  Rauch  took  the  president's 
job  two  years  ago,  the  big  question  at 
SK&F  was  what  the  company  could 
possibly  do  as  an  encore  to  its  great 
success  in  Irancjuilizers.  One  of  them 
alone  (Thora/ine)  contributed  some 
$40  million  to  SK&F's  $283  million 
in  sales  last  year  and  over  $8  million 
to  the  company's  $42  million  net. 

But  while  the  success  made  SK&F 
No.  One  in  profitability,  pre-Rauch 
management  failed  to  .solve  two  ke\ 
pioblems.  I'irst,  when  its  tranquilizer 
market  began  to  level  out  in  the  earl\- 
Sixties  partly  due  to  competing  pro- 
ducts, so  did  SK&F's  total  growth. 
Had  it  not  been  for  their  cold  pill, 
Contac,  launched  in  1961  and  mas- 
terminded by  Rauch,  SK&F  might  not 
have  grown  at  all  in  the  late  Sixties. 

Worse,  Rauch  faces  the  fact  that 
the  patent  rights  on  Thorazine  will 
expire  in  July  1970.  For  other  drugs, 
that  has  meant  price-cutting  and 
plummeting  profits,  and  it  could  mean 
the  same  thing  for  SK&F. 

Rauch's  solution  has  been  to  tr\" 
and  build  on  the  success  of  Contac, 
the  company's  first  important  propri- 
etary product.  This  spring  he  launched 
a  complete  line  of  cosmetics  called 
"Love."  He  did  .so  in  the  teedi  of 
head-on  competition  from  other  and 
more  experienced  branded-goods 
companies.  But  Rauch  faced  similar 
obstacles  with  Contac  and  oIniousK 
feels  he  can  do  it  again. 

Even  if  he  does  succeed,  he  may 
only  be  replacing  SK&F's  tranquilizer 
profits  with  those  of  over-the-counter 
drugs  and  cosmetics.  That's  going  to 
happen  unless  Rauch  starts  getting 
inore  drugs  out  of  his  research  labora- 
tories. For  all  the  nearly  $200  million 
poured  into  research  since  1960,  the 
results  have  been  disappointing. 

In  the  short  term,  the  expenses  of 
launching  "Love"  ($10  million  this 
year)  also  will  hurt  profits  for  at  least 
three  years.  And  this  entry  into  cos- 
metics will  almost  certainly  make 
SK&F  a  less  profitable  company  by 
some  measures.  The  reason  companies 
like  Revlon,  Bristol-M>eis  and  Ameri- 
can Home  Products  come  nowhere 
near  matching  SK&F's  30%  return  on 
equity  is  the  cost  of  promoting  their 
consumer  products. 

Still,  Rauch  feels  he  is  making  the 
right  long-run  steps.  In  any  event,  he 
has  no  choice.  With  his  patents  run- 
ning out,  he  can't  stand  still.  Then 
anyone  could  predict  what  would  hap- 
pen to  SK&F  in  five  years.  ■ 
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Planned  Nepotism 

Nepotism  is  not  a  dirty  word  at  Brown-Forman. 
There,  it's  a  matter  of  pride  .  .  .  and  it  works. 


Many  companies  go  public 
and  remain,  essentially,  fam- 
ily companies.  But  there's  a 
good  way  to  do  it  and  a  bad 
way  to  do  it  Consider  the 
sharply  con  trasting  cases  of 
these  two  liquor  companies 
of  approximately  equal  size. 


On  the  desk  of  \V.  L.  Lyons  Brown 
St.,  at  Brown-Foiman  Distillers  Corp. 
in  Louisville,  Ky.,  is  a  sign  that  reads: 
"No  ONE  of  us  is  as  smart  as  ALL 
of  us."  It's  not  merely  a  motto;  it's  a 
policy,  a  policy  that  everyone  at 
Brown-Fomian  describes  as  "planned 
nepotism." 

Ever  since  George  Garvin  Brown 
founded  the  company  99  years  ago. 
Browns  and  relatives  of  Browns  have 
run  it.  To  this  day,  members  of  the 
family  own  55%  of  the  3  million  voting 
shares.  Lyons'  father  Owsley  was 
chaimian.  Lyons'  late  brother  George 
was  chairman.  Lyons  is  chainman 
now.  Owsley's  brother,  Robinson 
Brown  Sr.,  was  secretary,  and  Rob- 
inson Brown  Sr.'s  son  is  executive 
vice  president  now.  Lyons  has  three 
sons  in  the  business,  and  Robbie,  as 
everyone  calls  him,  has  a  son  in  the 
business,  too. 

Other  companies  practice  nepotism. 
But  many  of  them  flush  with  embar- 
rassment whenever  anyone  points  this 
out.  Not  Brown-Forman.  Brown-For- 
man takes  pride  in  practicing  nepo- 
tism. Just  the  other  day,  for  example, 
discussing  his  career  in  the  company, 
Robbie  Brown  said:  "You  know,  I'm 
a  nepot  myself." 

The  policy  of  planned  nepotism  is 
not  confined  to  Browns  or  relatives  of 
Browns.  It  pervades  the  whole  com- 
pany. Brown-Fomian  encourages  the 


children  and  grandchildren  of  em- 
ployees to  apply  for  jobs.  Says  Peyton 
H.  Hoge  IV,  a  young  man  in  public 
relations,  whose  father  is  a  vice  presi- 
dent, "We're  all  cousins  here."  That, 
of  course,  must  be  a  slight  exaggera- 
tion. Brown-Forman  has  1,800  em- 
ployees and  they  can't  all  be  related 
to  each  other.  However,  a  visitor  to 
Brown-Forman  is  constantly  running 
into  wives  or  husbands  or  sons  or 
daughters  or  in-laws  or  kinfolk. 

Ask  Lyons  or  Robbie  Brown  why 
the  company  has  this  policy  of 
planned  nepotism  and  they  both  will 
instantly  reply:  "It's  good  for  busi- 
ness." The  company  has,  indeed,  pros- 
pered. Theoretically,  it's  just  aboul 
impossible  for  any  U.S.  whisky  makei 
to  have  a  higher  return  on  sales  than 
Hiram  Walker  because  the  cost  of 
producing  whisky  is  less  in  Canada 
than  it  is  in  the  U.S.,  and  Canadian 
whisky,  being  an  import,  general!} 
sells  at  a  higher  price.  Yet  last  yeai 
Brown-Foi"man  made  7.09%  on  sale; 
vs.  Hiram  Walker's  6.98%,  to  say  noth 
ing  of  Seagram's  4.03%,  National'; 
3.47%  and  Schenley's  3.05%. 

All  in  all,  the  family  style  of  opera 
tions  has  not  hurt  outside  stockholder 
one  bit.  From  1958  through  196^ 
Brown-Forman's  earnings  quintuplec 
and  earnings  per  share,  adjusted  fo 
stock  splits,  rose  from  26  cents  t( 
$1.52.  Anyone  who  bought  100  share 


Going  (Half)  Public 

Nepotism  is  a  fact  of  life  at  Pf)iladelpf)ia's  Publicker 
Industries,  too,  but  a  not  very  creditable  fact  of  life. 


Publicker  Industries  of  Philadelphia 
has  the  best  of  both  the  public  and 
the  private  worlds.  It's  a  public  com- 
pany but  privately  controlled.  When 
the  Publicker  family  decided  to  go 
public  (in  two  offerings  in  1946  and 
1952),  it  .sold  less  than  half  the 
company.  The  family  continued  to 
control  the  company  and  could  thumb 
its  nose  at  critics'  complaints  that  it 
hasn't  made  a  penny  on  balance  in 
the  past  15  years;  one  year's  modest 
profit  has  always  been  washed  out 
by  the  next  year's  loss. 

But  the  company  cannot  silence 
its  critics.  Aaron  G.  Berse,  a  private 
New  York  City  investor,  has  been 
hounding  Publicker  Industries  and  its 
cliainrian,  Simon  S.  Neuman,  for  years. 


Neuman,  son-in-law  of  founder  Harr 
Publicker,  owns  25%  of  the  commo 
and  controls  another  30%.  Berse,  wli 
made  good  money  in  the  Depressic 
buying  railroad  preferred  stock  for 
song,  stumbled  into  Publicker  i 
1955.  He  took  a  look,  concluded  tl( 
company  was  undervalued  and  rifj 
for  a  turnaround,  and  bought.  Tl; 
turnaround  has  yet  to  come,  ar ; 
Berse  says  his  initial  investment  s 
$18,000  for  3,500  shares  has  yet  j 
eani  him  a  decent  return.  j 

Berse  holds  the  Publicker  manag  j 
ment,  .specifically  Neuman,  respo  j 
sible  for  the  company's  sorry  p(  | 
foiTTiance.  He  insists  the  compan)  | 
only  hope  is  to  liquidate  its  "mone  j 
losing  alcohol  divisions";  use  the  pi  • 
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of  Brov.m-Forman  in  1943  at  $18.87 
a  share  would  now  lia%e  stock  worth 
about  $30,000. 

Extra-Rourjh  Training 

Nepotism  has  wrecked  nian\  an- 
other company  because  it  has  enabled 
lackadaisical  sons  to  succeed  h^rd- 
dri\ing  fathers.  It  has  succeeded  at 
Brown-Fomian  because  Brown-For- 
man's  nepotism  is  phmnrd.  Although 
Browns  and  the  relatives  of  Browns 
and  the  relatives  of  all  the  employees 
ire  encouraged  to  join  the  company, 
they  are  given  an  e.\tra-rough  time 
when  the>'  do.  The  children  of  execu- 
tives who  apply  for  work  at  Brown- 
P'orman  are  expected  to  have  at  least 
two  college  degrees.  If  they  don't, 
which  is  rarely  the  case,  they  are  ex- 
pected to  get  a  graduali-  degree  at 
night  and  during  the  sununer  months. 

There  are  two  reasons  lor  the  rule. 
The  first  is  that  a  man  who  knocks 
himself  out  to  get  a  graduate  degree 
obviously  is  a  man  with  motivation. 
The  second,  savs  Robbie  Brown,  is 
that  "a  man  witli  a  graduate  degree, 
by  definition,  is  a  better-grounded 
man.  We  don't  care  what  subject  a 
man  gels  his  graduate  degree  in.  Sup- 
pose he  gets  a  law  degree.  We  might 
have  no  job  for  him  in  the  legal  de- 
partment, but,  in  this  day  and  age, 
everv'  businessman  nnist  be  a  jackleg 
lawyer.  He  must  know  something 
hnut  taxes,  for  example." 

Brown-Forman  has  a  passion  for 
educati(Mi.  Several  of  the  executives 
have  Ph.D.s  which  the\'  earned  after 
they  started  working  for  the  company, 
not  before.  The  comp.uu    gave  them 


leaves  of  absence  with  pay. 

Lyons  and  Robbie  Brown  oiler  a 
variety  of  reasons  why  they  believe 
planned  nepotism  is  "good  for  busi- 
ness." Says  Lyons:  "If  a  man  knows 
that  his  father  was  happy  at  Brovvn- 
Fonnan,  and  his  grandfather,  too,  he'll 
be  eager  to  work  for  the  company  and 
that  will  make  him  a  better  worker. 
Ai;;o,  a  man  whose  father  and  ma>  be 
grandfather  worked  for  the  compan\ 
grew  up  hearing  about  it  constant!} . 
When  he  comes  into  the  company,  he 
already  knows  his  way  around." 

Sa\s  Robbie:  "As  a  stockholder,  you 
might  be  concerned  about  nepotism. 
lint  it  a  company  practices  a  policy  of 
planned  nepotism,  knowing  what  the 
dangers  are,  it  can  avoid  the  dangers. 
You  must  constantly  guard  against  in- 
competence. You  can't  let  people  ad- 
vance in  the  company  just  because 
they're  relatives.  If  they're  not  as  good 
as  a  nonrelative,  you  must  be  ruthless 
about  weeding  them  out." 

There  are,  of  course,  other  reasons 
tor  Brown-Forman's  success.  It  is  only 
a  middle-sized  company  by  liquor- 
industry  standards,  with  sales  of 
$180  million  last  year;  this  compares 
with  Seagram's  $1  billion.  Thus  it 
can  concentrate,  and  in  this  case  it 
does,  on  premium-priced  products: 
The  President's  Choice,  Jack  Daniel's, 
Old  Forester,  Early  Times.  Brown- 
Forman's  whiskies  are  made  by  the 
highest  standards,  but,  as  President 
William  F.  Lucas  is  perfectly  willing 
to  concede,  though  fine  whiskies  cost 
only  pennies  more  a  fifth  to  make  than 
run-of-the-mill  whiskies,  they  can  be 
sold    for    dollars    more.    "We    don't 


ceeds  to  reduce  the  company's  $40- 
million  debt;  and  bring  in  some  new 
blood  to  rejuvenat ;  the  liquor  opera- 
tions (principal  brands:  Inver  House 
and  Old  Hickory). 

•  Berse  licks  off  an  impressive  list 
of  complaints:  Chairman  Neuman's 
refusal  to  retire  five  of  his  officers  and 
directors  (including  him.self,  age  69) 
who  are  65  or  over;  his  failure  to 
have  any  outside  directors  on  his 
board;  his  $100,000  a  year  salary; 
his  unscheduled  board  meetings. 

Berse  could  be  dismissed  as  a  dis- 
gruntled speculator.  His  charges  are 
not  so  easily  dismissed.  Publicker  has 
been  the  only  company  in  its  industry 
to  operate  at  a  loss,  running  in  the 
red  for  six  out  of  the  past  ten  years, 
at  a  total  operating  loss  of  $9  million. 
Publicker's  loss  last  year  was  roughly 
$600,000  before  a  special  credit  of 
$1  million. 

Publicker  has  never  really  recov- 
ered   from    the    blow   it    suffered    in 
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1954  in  its  two  major  markets — in- 
dustrial alcohol  and  whisky  (each 
about  half  the  company's  $155-mil- 
lion  sales  last  year).  Most  rival  pro- 
ducers made  alcohol  synthetically 
from  ethylene,  a  petrochemical.  Pub- 
licker, by  contrast,  was  a  high-cost 
producer,  deriving  alcohol  from  mo- 
lasses. In  the  early  Fifties,  its  raw- 
material  costs  rose  while  the  value 
of  its  end  product  declined.  And 
when  Castro  took  over  Cuba  in  1961 
Publicker  lost  its  major  source  of 
molasses  entirely.  The  company's  in- 
dustrial-alcohol operations  have  never 
been  the  same  since. 

But  Neuman's  headaches,  beginning 
in  1954,  did  not  stop  with  industrial 
'alcohol.  He  was  over  the  barrel  in 
his  other  big  business  too — liquor. 
Loaded  with  vast  cjuantities  of  whisk\ 
in  bond,  built  up  in  the  earh  posi- 
war  years,  Neuman  faced  a  bitter 
reckoning  when  the  bonding  period 
ran  out.  His  choice  was  either  to  pay 


bother  with  anything  but  high-profit 
products,"  says  Lucas.  "We  did  have 
some  low-profit  brands  for  a  few  years 
after  Repeal,  but  we  got  rid  of  them." 

Another  reason  for  Brown-Forman's 
success  is  that,  since  it  has  fewer 
brands,  label  for  label  it'.s  able  to 
spend  as  much  and,  in  some  cases, 
more  on  advertising  than  any  of  the 
giants  in  the  industry. 

Starting  in  1972,  Brown-Forman  is 
going  to  face  a  formidable  challenge. 
The  success  of  light  scotches  has  im- 
pelled all  U.S.  distillers  to  lay  down  a 
light  American  bourbon.  (Brown-For- 
man executives,  who  love  bourbon, 
shudder  at  the  idea  of  calling  this 
stuff  bourbon.)  By  goverinnent  ruling, 
none  will  be  able  to  put  this  whisk\' 
on  the  market  before  1972.  Then  tlie\ 
all  will,  at  exactly  the  same  time. 

Will  Brown-Fonnan  be  able  to  stay 
in  the  race,  considering  the  resources 
of  its  larger  competitors?  "I  think  so," 
says  Roger  M.  Coleman,  senior  vice 
president.  "Whatever  whisky  we  put 
out  will  be  premium  whisky  with  a 
high  profit-maigin,  and  we  have  the 
sales  organization  to  push  it."  ■ 


the  full  excise  tax  or  dump  the  whisky 
on  tlie  market  at  any  price  he  could 
get.  With  bank  loans  coming  due,  he 
sold  most  of  the  whisky  at  a  big  loss. 
Neuman  flatly  refuses  to  discuss 
Publicker's  problems  or  even  to  ad- 
mit they  are  problems.  Doesn't  he  owe 
a  responsibility  to  the  5,000  minority 
stockholders,  many  of  whom  bought 
their  stock  in  good  faith  in  the  first 
public  offerings?  He  shows  no  signs 
of  acknowledging  such  responsibility. 
For  him,  apparenth',  voting  control 
is  nine-tenths  of  the  law.  ■ 
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Raytheon:  Radar  to  Refrigerators 

Can  a  defense-technology  company  find  happiness  in  commercial  businesses? 
After  several  very  false  starts,  Raytheon  is  demonstrating  that  it  can  be  done. 


Like  the  watched  pot,  Raytheon  Co. 
has  started  to  boil  just  about  the  time 
everyone  had  given  up  hope  on  it.  A 
post-World  War  II  wonder  company, 
Raytheon  excited  great  expectations 
in  the  bosoms  of  growth-seeking  in- 
vestors, only  to  disappoint  them  time 
and  again.  By  1965,  the  bosoms 
stirred  no  more.  Raytheon,  at  a  low 
of  9)2  on  the  present  stock,  actually 
sold  below  book  value  and  as  low  as 
nine  times  earnings. 

"All  through  the  postwar  years," 
explains  President  Thomas  L.  Phillips, 
45,  "Raytheon  was  one  of  the  better 
engineering  companies.  But  we  weren't 
capitalizing  on  it.  We  were  structured 
wrong  and  we  didn't  have  the  right 
leadership.  Or  the  right  marketing 
impact." 

At  one  point,  Raytheon  had  a 
chance  to  do  what  ITT  has  since 
done:  become  a  great  multicompany. 
From  1956  to  1959  it  had  as  execu- 
tive vice  president,  Harold  Geneen, 
who  wanted  to  do  with  Raytheon 
what  he  later  did  with  ITT.  Frustrated 
by  the  board  and  by  Chairman 
Charles  Francis  Adams,  Geneen  quit, 
and  with  his  quitting,  Raytheon  stock 
took  the  plunge  that  carried  it  from 
a  growth-company  category  to  the 
dismal  status  of  loaded  laggard. 

Two  Aging  Birds 

Why  did  Adams  oppose  the  Geneen 
approach?  Adams  is  reluctant  to  dis- 
cuss it,  but  apparently  he  felt  that 
Raytheon,  with  its  commercial  busi- 
ness in  trouble  and  its  military  busi- 
ness dependent  primarily  on  two  big 
programs,  was  too  weak  a  base  on 
which  to  build  a  multicompany.  The 
two  mihtai  \  programs,  the  Hawk  and 
Sparrow  tactical  missiles,  were  well 
along  in  their  production  phase  and 
there  was  very  little  in  the  pipeline 
behind  them.  Says  D.  Brainerd 
Holmes,  Raytheon  executive  vice  presi- 
dent: "By  1963,  when  I  joined  the 
firm,  Raytheon's  government  business 
was  very  sharply  and  distinctly  on  its 
way  down.  In  my  opinion,  it  was  go- 
ing out  of  the  government  business." 

Was  Adams  wrong  in  blocking 
Geneen?  In  a  way,  \es.  For  although 
Raytheon  is  today  a  $1 -billion  com- 
pany and  an  18-times  earnings  growth 
stock  once  again,  it  is  no  ITT.  But  in 
another  way,  perhaps  Adams  was 
right:  Companies,  like  people,  have 
different  life  styles  and  different  am- 
bitions. Adams  thought  that  Raytheon 
should  be  a  technology  company,  not 
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"You  Can't  just  have  a  big 
engineering  lab  with  financial 
controls  and  get  anywhere," 
says  Raytheon  President 
Thomas  L.  Phillips.  "The  two 
missing  ingredients  when  I 
moved  up  were  marketing  and 
manufacturing       know-how." 


\ 


a  multicompany.  In  the  end,  he  and 
President  Phillips  achieved  this  goal. 
But  not  without  much  sweat  and  much 
self-examination. 

■  The  first  man  chosen  to  succeed  Ge- 
neen didn't  work  out.  He  was  Richard 
E.  Krafve,  a  foimer  Ford  Motor  Co. 
vice  president  who  had  headed  the  dis- 
astrous Edsel  venture.  Krafve  spent 
heavily  on  research  and  pushed  Ray- 
theon further  into  television  receiving 
tubes  and  into  semiconductors.  After 
two  years  of  Krafve,  Raytheon's  sales 
were  up  14«  (to  $563  million)  but 
earnings  were  down  from  $10.5  mil- 
lion to  $6.9  million.  Raytheon  stock 
was  down  to  19)2  from  a  high  of  31/4  at 
the  time  Geneen  left.  Krafve  left  in 
early  1962  and  is  now  a  consultant. 

This  time,  the  departing  boss  was 
succeeded  by  a  company  man,  an  in- 
sider, Thomas  L.  Phillips,  then  35  and 
the  head  of  Raytheon's  one  rock- 
ribbed  profitmaker,  the  missile  and 
space  division. 

Says  Adams,  a  shy  and  self-effacing 
man:  "Without  going  into  the  mis- 
takes of  the  past,  these  two  people 
weren't  the  answer.  But  here  was  a 
man — Tom  Phillips — who,  although 
quite  young,  had  been  brought  up  in 
the  business  and  who  really  under- 
stood the  business,  understood  the 
company." 

Thundering   Herd 

The  public  was  not  impressed.  The 
coming  and  going  in  Raytheon's  execu- 
tive suites  had  begun  to  resemble 
Grand  Central  Station  at  rush  hour. 
Adams,  apparently  unable  to  cure  the 
company's  problems  himself,  seemed 
unwilhng  to  step  down  for  someone 
who  could.  And  who  was  this  Phillips? 

Phillips  himself  had  his  doubts.  "It 
looked  pretty  tough!"  he  says.  "I 
thought  I  was  going  to  have  to  punt!" 
Here's  how  he  diagnosed  the  situation 
as  it  appeared  on  Dec.  27,  1961: 

"There  were  really  three  or  four 
outstanding  things  wrong  at  that 
time, "  he  explains. 

"First,  we  had  a  dependence  on  too 
few  government  programs.  It  was 
Hawk  and  Sparrow,  largely,  without 
any  real  solid  base  in  other  things. 

"Second,  we  had  a  commercial  busi- 
ness, of  sorts,  that  was  under  water. 
Commercial  business  should  provide 
a  stable  base,  but  if  it's  less  than  zero 
in  temis  of  total  contribution,  it's  a 
noose  around  your  neck. 

"Third,  we  were  overstaffed  rela- 
tive to  the  size  of  our  business. 
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"■.\iid  finalh ,  there  were  lots  and  lots 
of  people  here  without  any  feeling  of 
belonging — some  of  them  in  key  posi- 
tions. The>-  were  never  really  accepted 
by  the  people  in  operating  positions. 
Both  Geneen  and  Krafve  said:  This 
company  doesn't  have  enough  man- 
agement. We'll  recruit  it.'  And  they 
recruited  like  mad.  We  were  doing 
the  best  business  for  flesh  peddlers  of 
any  company  in  the  country!" 

The  first  job  was  to  cut  Raytheon's 
losses.  Says  Phillips:  "For  the  first  year 
or  two.  we  were  shutting  off  hydrants 
that  were  gushing  out  profits  and 
blood.  We  liquidated  about  S40  mil- 
lion worth  of  business  that  was  losing 
heaviK — some  $15  million  in  german- 
ium semiconductors  and  another  $25 
million  in  receiving  tubes." 

Remember   River   Rouge 

Raytheon  had  been  having  difficul- 
ties in  both  areas  for  some  time.  One, 
receiving  tubes,  was  its  traditional 
business,  where  most  of  its  older  em- 
ployees were,  and  the  other  was  a 
crucial  building  block  in  its  future. 
Krafve,  perhaps  remembering  the 
massive  assembly  lines  of  Detroit, 
decided  that  Ra\  theon  just  wasn't  big 
enough  in  either  area.  He  e.xpanded. 

But  to  Phillips  the  problem  seemed 
to  be  technological  obsolescence.  Re- 
ceiving tubes,  he  saw,  were  about  to 
be  outmoded  by  solid-state  tech- 
nology. Here  was  Raytheon,  a  poor 
fourth  in  the  business  behind  GE, 
RCA  and  Sylvania.  And  unlike  the 
Big  Three,  it  lacked  a  captive  tele- 
vision-set market,  since  Raytheon  had 
closed  down  its  money-losing  TV-set 
business  six  years  earlier. 

Phillips  was  convinced  that  Ray- 
theon germanium  semiconductors 
would  soon  be  replaced  by  silicon 
semiconductors.  Krafve  had  just  ac- 
quired two  germanium  semiconductoi 
plants  from  CBS,  a  decision  Phillips 
describes  as  "almost  catastrophic." 
Says  he:  "Had  we  e.xpanded  into  those 
plants,  as  we  were  about  to  do  in 
1961,  our  lo.s.ses  would  have  multi- 
plied. I'm  sure,  given  the  condition  the 
company  was  in." 

Accordingly,  Phillips  backed  out  of 
germanium  semiconductors  altogether 
and  concentrated  on  silicon  semicon- 
ductors in  a  plant  Krafve  had  just  ac- 
quired from  Rheem.  Then  he  closed 
down  the  receiving  tube  business, 
converting  it  into  a  trading  operation 
that  bought  and  sold  to  the  dis- 
tributor market  from  Raytheon's  Jap- 
anese facilities. 

In  the  process,  staff  overhead  ex- 
pense was  trimmed  by  some  $3.5  mil- 
lion a  year  from  its  previous  level  of 
$13  million.  "I  honestly  unloaded 
some  of  the  people  who  had  been 
brought   in    and    couldn't   contribute 
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Back    In    The    Black    offer 
nearly    15   years   of   losses  is 
Raytheon's     integrafed-circuif 
operation  (nearly  $50  million 
in    volume).    Wouldn't    it    be 
cheaper    to    buy    the    circuits 
from  the  Big  Three  (Texas  In- 
struments,  Fairchild,   Motoro- 
la)? President  Phillips  doesn't 
think  so.  "I  don't  think  a  com- 
pany like  Raytheon,  which  is 
so  dependent  on  electronics, 
can  afford  to  be  out  of  this 
business,"     he     explains.     "It 
may  be  an  expense,  but  it's 
a  necessary  expense.  As  you 
see    more    and    more    active 
elements  going  into  a  single 
chip  [above],  more  ond  more 
o^   the   value   will  go   to   the 
component  supplier— less  and 
less    to    the    equipment    and 
systems     supplier     like     us." 
Now      Raytheon,      a     strong 
second-rank       producer,       is 
starting     to    develop    propri- 
etary products  with  advanced 
technology     that     use     these 
circuits.  "Our  computers  and 
displays   [below]    are    full   of 
them,"     says     Phillips.      This 
increases    volume,    stabiH7.es 
prices,     and     boosts     profits. 


anything,"  Phillips  explains. 

Having    decided    what    Raytheon 
wanted  to  be — a  technology  company, 
not  a  conglomerate  and  not  a  big-scale 
manufacturer  of  standard  products — 
Phillips  reorganized  the  company  to  fit 
its  personality.  All  of  the  government 
business — radars,      tactical      missiles, 
sonar,    guidance   and   communication 
systems,  displays  and  special  puipose 
computers — was  in  two  big  divisions: 
Missile     Systems      and     Equipment. 
The     divisional    managements     were 
swamped    with    administrative    work 
and    operating    details.    "The    people 
trying    to    run    the    thing    had    their 
hands  so  full  of  the  day-to-day  busi- 
ness that  they  couldn't  look  ahead  to- 
wards growth,"  says  Phillips.  "I  think 
that's  one  reason  we  didn't  get  more 
significantly  into  the  space  programs." 
From    these    two    divisions,    Pliillips 
separated  out  two  operations:  Subma- 
rine Signal  and  Space  and  Information 
Systems,    putting   in    "some    business 
management  and  marketing  focus." 

Then  in  late  1963  he  made  an 
important  decision:  He  delegated  the 
operating  management  of  the  govern- 
ment business — the  side  of  Raytheon 
he  knew  well — to  an  outsider.  Phil- 
lips moved  up  to  president  and  chief 
operating  ofl^cer  and  in  as  executive 
vice  president  came  D.  Brainerd 
Holmes,  then  director  of  Manned 
Space  Flight  at  NASA  and  former 
boss  of  RCA's  Ballistic  Missile  Early 
Warning  System  (BMEWS).  "That 
was  really  the  start  of  our  ability  to 
grow,"  says  Phillips.  "By  being  able 
to  turn  over  to  Brainerd  most  of  the 
government  business  and  concentrate 
on  the  commercial." 

If.   At  First   .    .   . 

Now,  in  1964,  Raytheon  was  re- 
solved to  have  another  try  at  entering 
commercial  markets  profitably.  It  did 
so,  however,  cautiously  and  with  a  de- 
termination to  do  things  its  own  way. 
Phillips'  guidelines  were:  No  "one-pro- 
duct-per-market  boondoggles"  where 
the  cost  of  building  up  a  marketing 
force  and  a  distribution  channel  for  a 
single  product  priced  Raytheon  out 
of  the  market;  and  no  conglomerate 
acquisitions  totally  unrelated  to  Ray- 
theon technology. 

"It  was  pretty  clear  that  we  needed 
to  acquire  beachheads  in  commercial 
markets  which  we  could  then  enrich 
with  Raytheon  technology,"  says  Phil- 
hps.  The  public  still  wasn't  impressed. 
It  was  a  commonplace  policy  state- 
ment, and  Raytheon's  track  record  in 
the  commercial  area  was  deplorable. 

Gradually,  however,  it  became  ap- 
parent that  Philhps  meant  what  he 
said.  His  approach  was  conservative. 
He  added  some  $40  million  in  sales 
in  1965,  consisting  of  three  tiny  edu- 


cational  equipment  firms  and  Amana 
Refrigeration.  Another  $50  million 
was  added  the  following  year — D.C. 
Heath,  a  textbook  publisher  that  had 
seen  better  days,  and  Seismograph 
Services,  a  smallish  geophysical  ex- 
ploration outfit  serving  the  oil  indus- 
try. In  1967  came  the  first  major 
acquisition:  The  Badger  Co.,  an 
international  engineering  firm  with 
sales  of  $170  million,  specializing  in 
the  design  and  construction  of  petrol- 
eum and  petrochemical  plants.  Along 
with  Badger  came  Caloric,  a  smallish 
maker  of  gas  ranges.  Together  they 
added  more  than  $200  million  to  Ray- 
theon sales.  Last  >  ear,  Raytheon  made 
virtually  no  acquisitions  at  all,  save 


for  a  small  outfit  called  Gulf  Design. 
Synergism  (2+2=5)  is  a  tired 
word,  but  Phillips  did  achieve  a  mea- 
sure of  it.  Concrete  evidence  (si 
technological  contributions  from  Ray- 
theon military  knowhow  began  crop- 
ping up  in  the  commercial  subsidiaries. 
Amana  is  now  selling  the  Radarange 
microwave  oven  for  domestic  use. 
From  efforts  to  cool  microwave  tubes 
for  military  products  came  another 
commercial  product,  now  in  final  de- 
velopment at  Amana,  the  "miniboiler." 
Raytheon  claims  that  this  unit,  the  size 
of  a  two-pound  coffee  can,  is  able  to 
heat  an  entire  home  and  is  expected 
to  be  priced  competitively  with  much 
larger    conventional    boilers.    Seismo- 


Commercial  Spinoff  from  Rayfheon  military  technology  such  as  a  high- 
speed domestic  microwave  oven  (above,  left),  a  cuddly  "miniboiler"  for 
home  heating  (above,  right),  and  sound-wave  devices  for  underwater  ex- 
ploration (below)  is  starting  to  pay  off,  thanks  primarily  to  acquired  com- 
mercial knowhow.  "Raytheon  had  interesting  commercial  spinoff  from  its 
military  technology  for  years,"  Phillips  explains,  "but  we  didn't  have  either 
the    <■  '.-keting    approach    or    the    commercially    oriented    management." 


graph  Services,  which  formerly  used 
explosives  in  sounding  the  ocean  floor 
for  oil,  now  uses  a  sound-emitting 
device  called  the  hydroacoustic  trans- 
ducer— an  oft-shoot  of  Raytheon's 
sonar  work.  (This  hopefully  will  ap- 
pease angry  fishermen  who  claim  that 
explosives  kill  and  frighten  fish. )  Ray- 
theon is  also  marketing  a  low-cost 
business  display  system,  DIDS-400, 
a  direct  transferral  from  its  work  in 
■  military  displays.  Among  military  con- 
tractors this  is  an  enviable  record  of 
commercial  .spinoff. 

Potato  Peelers 

It  obviously  didn't  happen  by  acci- 
dent. Take  the  microwave  oven.  "We 
had  the  Radarange  before  Amana  was 
acquired,"  Phillips  explained.  "For 
many  years  we  lost  money  trying  to 
sell  it  to  restaurants  because  there  was 
a  rival  outfit,  Hobart,  that  supplied 
everything  the  restaurateur  needed: 
dishwashers,  sinks,  potato  peelers,  the 
works.  And  here  we  were  with  a  mar- 
keting staff  selling  a  single  item.  Now 
when  you  superimpose  the  domestic 
Radarange  on  the  Amana  sales  force 
and  distributors,  who  are  out  there 
selling  refrigerators,  air-conditioners 
and  freezers  to  the  consumer,  there's 
almost  no  increased  marketing  cost. 
Other  than  promotional.  The  outlets 
are  well  greased.  You  know  darned  I 
well  what  it'll  cost  you  to  market  it. 
And  therefore  you  have  the  bullishness  j 
to  make  the  long-term  commitments." 

Synergism    did    not    grace    every 
Phillips  acquisition,  to  be  sure.  The  I 
self-cleaning  gas  oven  at  Caloric,  con- 
ceived   with    the    help    of    Raytheon] 
engineers,  has  had  a  tough  time  get- 
ting  off   the   ground.   And   Raytheonij 
certainly    hasn't    yet    perfonned    anyj 
magic  in  its  textbook  and  educationalJ 
equipment  acquisitions    (see  box,  p. 
32).   In  both  cases  Phillips  ran  intol 
people  problems  of  major  dimensions.! 
Says  he:   "We've  done  a  tremendous! 
amount  of  work  in  Caloric,  taking  al 
family-owned  company  and  making  ill 
into  a  public  company  managed  in  thtj 
right    way.    Just   like   in   this   D.    C[ 
Heath  situation.  There's  been  a  com| 
plete  turnover  of  people  there." 

Phillips  does  not  pretend  that  hi  I 
has  worked  miracles  with  this  pro! 
gram.  "Some  of  our  acquisitions  hav«| 
been  \'ery  successful  in  teims  of  earnf 
ing  more  money  for  us  than  the  share  I 
we  put  out  [some  6  million  to  datl 
out  of  14  million  outstanding],  ami 
some  we've  carried,"  says  Phillips.  Al 
a  result,  earnings  per  share  have  on![ 
modestly  outpaced  sales,  increasinl 
166%  over  late  1961,  when  Phillij 
came  in  as  executive  vice  presidenj 
while  sales  increased  106%. 

Put  in  the  perspective  of  the  aer< 
space  and  defense  industry,  one  of  tl 
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fastest-growing  industries  in  the  coun- 
tr\",  this  track  record  is  quite  respect- 
able. On  a  five-year  basis,  acording  to 
the  Forbes  Annual  Report  on  Ameri- 
can Industr>  (Jan.  1 ),  Ra>theon  ranks 
slightK  above  a\erage  in  growth  but 
below  average  in  profitability.  But 
"-^w  Raytheon,  coming  from  behind, 

^taI•ting  to  pull  ahead  of  the  indus- 
u\  in  profitability.  For  the  last  two 
years  it  has  ranked  well  above  average 
in  return  on  equity.  And  with  eam- 
iiigs  up  20!?  on  a  35?  increase  in  sales 
for  the  first  quarter  of  1969,  that  trend 
is  continuing.  Not  bad  for  a  company 
that  was  in  serious  trouble  just  si.\ 
years  ago. 

Significantly,  the  earnings  growth 
has  come  chiefly  from  Raytheon's 
traditional  business — not,  as  is  so 
often  the  case,  from  acquisitions.  Says 
Phillips:  "Overall,  I  would  say  that  the 
older  parts  of  Raytheon  have  probably 
grown  faster  in  earnings  per  share 
than  its  acquisitions."  Which  means, 
of  course,  that  the  military  business, 
which  is  the  guts  of  the  older  parts  of 
the  company,  has  done  very  well 
indeed. 

"We're  not  very  vulnerable  to  ain 
one  program  any  longer,"  says  Phillips. 
"We  have  ten  or  twelve  very  substan- 
tial— each  is  at  least  $10  million  in 
volume — very  fundamental  programs 
of  quite  long  duration.  I  don't  think 
there  will  be  any  drastic  curtailments 
in  our  military  business." 

E.\ecutive  Vice  President  Holmes 
points  out  another  strength:  The  com- 
pany has  a  great  deal  of  work  "in  the 
pipeline."  Says  Holmes:  "I  would  say 
slightly  over  half  of  our  defense  work, 
something  like  $350  million  worth  of 
business,  is  not  yet  in  production.  It's 
government-sponsored  research  and 
development  on  long-range  programs." 

And  Vietnam? 

What  about  Vietnam?  Surprisingly, 
Raytheon's  Vietnam  business  is  quite 
small;  it  is  limited  chiefly  to  the  pro- 
duction of  fuses.  Thus,  an  American 
withdrawal  will  not  mean  a  sudden, 
sharp  decline  in  business  as  it  may 
for  manufacturers  of  helicopters, 
fighter  aircraft  and  airborne  equip- 
ment. 

One  of  these  programs  is  tied  to  the 
controversial  Sentinel-Safeguard  ABM 
system.  Suppose  the  Nixon  Adminis- 
tration is  defeated  and  the  system  is 
not  deployed?  All  that  will  happen, 
says  Phillips,  is  that  Raytheon  may  not 
grow  quite  as  fast.  Raytheon's  in- 
volvement in  the  program  is  limited  to 
an  important  subcontract  from  Bell 
Telephone  Laboratories  for  research 
and  development  on  missile-site  radar. 
"Regardless  of  what  happens  to  de- 
pkyment,"  says  Phillips,  "this  pro- 
gram has  continued  research  and  de- 
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velopment  significance  for  us." 

Raytheon's  present  military  business 
is  concentrated  in  its  basic  area  of 
expertise:  tactical  defensive  missiles. 
Technologicalh',  these  are  the  most 
sophisticated  missiles  built,  and  Ray- 
theon completely  dominates  the  field. 
Competitors  like  Hughes  Aircraft, 
RCA,  General  Electric  and  General 
Dynamics  are  far  behind  in  volume. 
It's  estimated  that  at  least  80%  of  the 
air-to-air  missiles  presently  arming  U.S. 
fighter  planes  (primarily  Sparrow  and 
Sidewinder)  are  made  by  Raytheon.  In 
surface-to-air     missiles     for     defense 


against  incoming  aircraft  and  missiles, 
two  systems  are  presently  deplo>ed: 
Western  Electric's  Nike  Hercules  and 
Raytheon's  Hawk.  Over  the  next  few 
years  Hawk  will  be  replaced  by  an 
interim  program:  Raytheon's  Im- 
proved Hawk.  Eventually,  they  will 
be  completely  replaced  by  SAM-D, 
also  of  Raytheon  (For  the  story  of 
how  Raytheon  almost  lost  the  SAM-D 
contract,  see  box  below).  In  addition, 
Raytheon  has  important  contracts  in 
military  communications,  electronic 
countermeasures,  night  vision  devices, 
sonar  and   air  traffic  control   for  the 
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JUST  A  LITTLE  EXTRA  EFFORT 


R.WTHEONS  prime  contract  on  the 
SAM-D  surface-to-air  tactical  mis- 
sile is  the  big  one  that  almost  got 
away.  This  anti-missile  missile  is  to 
be  the  U.S.'  first-line  air  defense  of 
the  Seventies  and  Eighties.  Presently 
it  is  in  advanced  development  with 
an  engineering  budget  of  $15  mil- 
lion. When  it  is  deployed,  starting 
in  the  mid-Seventies,  Raytheon 
could  reap  $100  million  or  more  a 
year  in  re\enues  from  it  for  as  long 
as  a  decade.  That's  real  mouth- 
watering stuff  by  defense  industry 
standards.  Hut  in  1964,  Raytheon 
lost  this  contract  in  open  competi- 
tion. It  came  as  a  brutal  shock. 

Executive  Vice  President  D. 
Brainerd  Holmes  remembers  it 
vividly.  Says  he:  "In  1964,  when  the 
program  was  called  AADS-70,  we 
l)id  along  with  RCA  and  Hughes 
Aircraft.  GE  had  been  dropped  be- 
fore the  final  runoff.  We  lost.  We 
lost  to  RCA  and  Hughes,  neither  of 
whom  we  felt  were  anywhere  near 
as  qualified  as  we  were.  And  that 
was  unthinkable.  Our  future  was 
tied  to  this  thing." 

Why  did  Raytheon  lose?  Holmes 
blames  it  on  cockiness:  "We  lost 
because  our  people  knew  more 
about  it  than  the  Army.  I  remem- 
ber getting  off  a  plane  in  Hunts- 
ville,  where  MICOM  (Missile  Com- 
mand) is,  and  if  you  were  sensitive 
you  could  almost  smell  it.  You 
know,  'We  know  how  to  do  missile 
systems.  What  does  this  customer 
know  about  it?'  Well,  that's  a  great 
way  to  win  a  job." 

Missile  Systems  boss  Joe  Ali- 
brandi  puts  it  this  way:  "Losing 
came  as  a  real  shock  to  a  lot  of  us 
who  felt,  you  know,  'How  could  we 
possibly  lose?' " 

Thus  humbled,  Raytheon  battled 
for  a  second  chance.  Says  Holmes: 
"We  were  able  to  get  an  agreement 
that  Raytheon  could  get  back  in  if 
the     requirements     for     AADS-70 


should  change  considerably."  Then 
Raytheon  pulled  out  all  the  stops 
and  really  went  after  it.  "Anything 
the  guys  needed  they  got  and  they 
got  it  fast,"  says  Holmes.  "We  were 
spending  our  own  money — millions." 

"We  made  some  significant  com- 
mitments in  people,  dollars  and 
hardware,  so  that  we  actually  con- 
figured some  of  these  advanced 
concepts  in  hardware, "  says  Ali- 
brandi.  So  we  could  say  'Here  is  a 
typical  guidance  system  utilizing 
the  concepts  we've  described.  Look 
at  it.  See  how  it  works.  Here's  a 
way  of  measuring  sensitivity.'  We 
made  up  our  minds  we  were  going 
to  win  that  contract  and  we  just 
brought  everything  to  bear." 

It  worked.  "The  requirements 
did  change,  as  we  thought  they 
would,"  says  Holmes,  "and  we  were 
invited  to  make  a  bid  again.  And 
we  won.  The  guys  in  that  labora- 
tory who  took  quite  a  traumatic 
beating  because  of  this  became 
better  people." 

Today,  many  Raytheon  employ- 
ees have  a  key  chain  with  the  date 
May  18,  1967  inscribed  on  it  in  gold 
letters.  That  date  means  more  than 
just  victory  on  the  SAM-D  con- 
tract; it  is  symbolic  of  what  can  be 
done  with  a  little  extra  effort. 


Air  Force  and  the  Federal  Aviation 
Agency. 

Joseph  Alibrandi,  40,  boss  of  the 
Missile  Systems  division,  Raytheon's 
largest,  describes  the  company's  com- 
petitive posture  in  the  military  area 
this  way:  "We're  in  a  very  enviable 
situation.  In  the  surface-to-air  picture, 
we  see  production  business  out  into 
the  early  1980s.  That's  a  long  way  to 
look  in  this  business. 

"We  feel  our  next  big  area  of 
military  growth  will  be  avionics,"  he 
says.  "It's  a  newly  focused  effort 
for  us.  It's  attractive — first,  because 
it's  not  a  new  technology  to  us.  Sec- 
ond, we've  already  addressed  the 
question  of  integrating  complex  sys- 
tems in  aircraft  on  the  Sparrow  pro- 
gram. And  we  feel  we  need  to  have 
competence  in  avionics  or  else  it 
would  interfere  with  our  future  in 
missiles.  The  Government  is  going  to 
procure  more  on  the  basis  of  an  over- 
all system  in  the  future." 

Already  there  has  been  significant 
restructuring  in  the  government  group 
indicating  a  change  of  focus.  On  Apr. 


10,  the  Space  and  Information  Sys- 
tems division  was  broken  up.  One  seg- 
ment, the  small  but  fast-growing  elec- 
tronic countermeasures  and  re-entry- 
penetration-aids  business,  was  made 
a  separate  division.  The  remainder, 
primarily  computer  guidance  systems 
for  the  Apollo  program  and  Heet  bal- 
listic missiles,  was  given  to  the  Equip- 
ment division. 

Anothet  Beachhead 

Phillips  knows  full  well,  however, 
that  overall  his  defense  industry  is 
imlikely  to  grow  much  from  here  on. 
That  is  where  the — to  date — less  prof- 
itable commercial  business  comes  in. 

In  the  consumer  area,  Phillips  says 
he  is  anxious  to  make  another  acquisi- 
tion to  raise  Raytheon's  consumer 
business  to  over  50%  of  sales.  "I 
strongly  would  like  to  have  another 
major  beachhead,  this  year  if  we 
could,  a  real  good  partner  that's  a 
bellwether  in  its  field,"  he  says. 
"We're  in  four  major  commercial  mar- 
kets now:  components  and  electronics, 
education,  natural  resources  and  ap- 

"PEOPLE  HAD  VAGUE  NOTIONS 


Like  IBM,  RCA,  General  Electric, 
Xerox,  CBS  and  many  others,  Ray- 
theon has  an  education  unit.  Also 
like  IBM,  RCA,  General  Electric, 
Xerox,  CBS  and  many  others,  that 
education  unit  is  not  setting  the 
world  afire. 

"People  had  vague  notions  like, 
'Well,  gee,  if  you  can  build  a 
rocket,  that  kind  of  expertise  ought 
to  be  good  for  schools.'  Now  we 
all  know  that  the  whole  education 
system  has  enormous  problems.  But 
no  one  ever  looked  at  the  cost. 
Sure,  technologically,  you  can  do 
almost  anything  you  want  in  this 
field.  But  the  cost  is  enormous." 

These  remarks  were  not  made  by 
a  skeptical  outside  observer.  They 
were  made  by  Francis  S.  Fox,  boss 
of  Raytheon's  education  unit. 

Raytheon's  troubles  have  been 
typical.  Starting  in  1965,  it  began 
buying  education  outfits:  first,  three 
small  firms,  each  with  a  volume  of 
■;6  million  or  less:  Dage-Bell,  Edex, 
Macalaster,  and  then,  in  1966,  Bos- 
ton's venerable  D.C.  Heath,  with 
revenues  of  some  $18  million.  Fox 
has  few  kind  words  for  Heath. 
Says  he:  "D.C.  Heath  had  stag- 
nated for  a  whole  decade.  There 
were  no  young  people  in  the  busi- 
ness. As  an  information  base  there 
was  nothing.  It  was  incredibly  bad 
.  .  .  out  of  one  \  est  and  into  another. 
I  don't  think  DC.  Health  would 
have  survi\cd  if  we  hadn't  ac- 
quired   it."    Both    Macalaster   and 
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fox  of  Raytheon 

D.  C.  Heath  ha\  e  been  completely 
restaffed  by  Raytheon.  "We've 
brought  in  some  35  guys  in  the  top 
levels  of  management  at  D.C. 
Heath  alone,"  says  Fox. 

Frank  Fox  was  brought  in  about 
a  year  ago  after  frustrating  experi- 
ences at  McGraw-Hill  and  General 
Learning,  an  affiliate  of  Time  Inc. 
and  General  Electric.  "Tom  Phil- 
lips approached  me  and  said  'I've 
got  some  problems  and  I  need 
someone  to  straighten  them  out. 
You  run  it,'  "  says  he.  Has  Fox 
turned  it  around?  Not   at  all,   he 


pliances.  I'd  like  still  one  more  mar- 
ket— but  not  a  sixth,  seventh  and 
eighth.  We  won't  get  a  little  $10-mil- 
lion  thing  here  and  a  $20-million 
thing  there."  Given  Raytheon's  happy 
experiences  with  its  Amana  acquisi- 
tion, the  odds  are  it  might  have  some- 
thing to  do  with  white  goods.  In  the 
past  this  has  been  a  very  tough  market 
to  enter,  but  unlike  many  firms  that 
have  had  difficulty  in  this  area,  Ray- 
theon is  contributing  a  new  technol- 
ogy. Phillips  concedes  that  "it  m.ight, 
for  example,  be  broadening  an  exist- 
ing product  line."  He  also  hints  that 
there  may  be  further  small  acquisi- 
tions within  the  four  existing  markets. 
And  so  it  is  that  while  Raytheon 
missed  out  on  a  chance  to  become  an- 
other ITT,  it  succeeded  more  than 
almost  any  other  defense  company  in 
redirecting  its  defense  technology  into 
civilian  goods.  After  nearly  20  years 
of  false  starts,  this  typically  intellec- 
tual, typically  New  England  company 
seems  on  the  proper  track.  This  time, 
the  Dark  Horse  from  Boston  may  in- 
deed make  it.  ■ 


"^ 


admits.  "The  year  1966  was  the 
end,  in  my  opinion,  of  a  period — 
a  double  decade  of  unbelievable 
growth  in  population  and  in  dollars 
spent,"  says  Fox.  "In  1966  the  Gov- 
ernment stepped  in  and  a  lot  of 
people  thought  it  was  the  begin- 
ning of  a  new  growth  period.  Now, 
looking  at  it  three  years  later,  I 
think  it  was  the  last  gasp  of  spend- 
ing. It  was  stopped  by  a  taxpayer 
revolt.  The  question  now  is:  'Who 
is  going  to  pay  for  education?*  Now 
we  are  in  a  tough  market  .  .  .  it's 
in  a  retrenched  position." 

In  other  words,  Raytheon  made 
that  very  common  mistake  of  un- 
wary investors:  It  bought  a  fashion- 
able business  at  the  high.  But  Tom 
Phillips  isn't  giving  up.  "For  the 
long  pull,  I'm  glad  we're  in  it," 
says  he.  Fox  claims  he  intends  to 
make  more  acquisitions  in  the  book- 
publishing  field,  primarily  to  get 
more  talented  people.  He  still  be- 
lieves there  will  one  day  be  a  tech- 
nological revolution  in  education. 
"Where  I  differ  from  some  of  my 
colleagues  is  that  I  think  it's  going 
to  take  much  longer,"  he  explains. 
In  the  meantime,  the  emphasis  falls 
on  internal  improvements.  "We're 
in  a  spot  where  we  have  to  take 
business  away  from  someone  else 
because  our  product  is  better  and 
because  we  market  more  effec- 
tively," he  observes.  Prentice-Hall, 
McGraw-Hill,  Harcourt  Brace  & 
World  et  al,  take  note. 


y\ 


32 


FORBES,  JUNE  1,  1%S 


tr.s  Benchmark  Kentucky  Straight  Bourbon  Whiskey.  86  Proof.  Joseph  E.  Seagram  &  Sons,  Louisville,  Ky. 


Benchmark  Bourbon  has  great  heart. 
Because  it's  made  by  men  with  great  hands. 

Great  hands  and  brains  and  that  ancient  American 
tradition  of  caring  a  lot  for  your  craft. 

Skill  plus  desire,  after  all,  is  what's  always 
made  one  piece  of  work  better  than  another. 

So,  if  you  suspect  things  aren't  made  like  they  used 
to  be  anymore,  taste  Benchmark.  It'll  renew  your  faith. 

Benchmark  — Seagram's  Premium  Bourbon. 
Measure  your  Bourbon  against  it. 
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And  naturally,  Sharp  has  continued 
to  be  the  brand  name  for  Hayakawa 
products.  Currently  that  represents 
nearly  100  products  lines. 


AIM 


Not  too  long  ago  the  traditional  aba- 
cus could  outspeed  and  outperform 
the  calculator. 

n 

That  is,  it  could  outspeed  and  could 
outperform  the  electric-powered 
mechanical  calculator. 


Which  is.why  the  Japanese  Giant  de- 
veloped the  electronic  calculator. 

It's  speedier,  simpler  and  more  effi- 
cient than  anything  else  on  the  mar- 
ket...includinp^  the  abacus.  And  now, 
in  its  new  integrated  circuit  models, 
it's  almost  as  compact  lithe  abacus. 

Of  course  it's  a  lo;t  more  quiet  than 
any  abacus.  In  factv  U's  as,  silent  as  a 
well-kept  secret. 


To  date,  the  name  of  the  developer 
and  world's  largest  maker  of  elec- 
tronic desk  calculators  has  been  a 
bit  of  a  secret,  too. 

Who  knows  that  Sharp  has  been  the 
leader  in  calculators  since thebegin- 
ning  of  the  electronic  era? 

But  when  you  know  that  Sharp  is  the 
U.S.  subsidiary  of  Hayakawa  Electric 
Company  Ltd.,  one  of  Japan's  great 
electronic  giants,  it  (no  pun  in- 
tended) all  adds  up. 

Sharp  came  into  existence  when 
Tokuji  Hayakawa  invented  the  me- 
chanical pencil  in  1915.  The  name 
Sharp  was  a  natural. 


Scientific  and  medical  lines  such  as 
electronic  microscopes,  electrocar 
diograms,  electroencephalograms 
Also,  as  an  aid  in  anti-cancer  chemo 
therapy,  the  portable  Sharp  Infusior 
Pump  has  been  developed. 

Consumer  lines  including  Sharp  Tel 
evision,  Radios,  Tape  Recorders  ant 
Cassettes. 

As  well  as  major  household  appli 
ances  like  refrigerators,  washers  an( 
dryers.  And  Sharp  micro-wave  oven 
—soon  to  be  introduced  here. 

Industrial  lines  that  run  the  gami 
from  tiny  semi-conductors  to  sola 
energy  cells  large  enough  to  powe 
unmanned  lighthouses! 

It  takes  12,000  employees  and 
manufacturing  plants  to  provide  fc 
our  current  production.  Translate 
into  sales  volume  that's  almost 
quarter  of  a  billion  dollars  annuall; 

And  currently  over  1000  Sharp  en 
ployees  are  engaged  in  Researc 
and  Development.  If  it's  electron! 
if  it's  an  advancement  or  an  improv 
ment  over  what  presently  exists,  yc 
can  expect  it  from  Hayakawa.  Ar 
you  can  tell  it  by  its  internation 
brand  name— Sharp. 

"A  better  product. ..afair  profit  for    S 
is  the  Hayakawa  credo.  It  explai 
Hayakawa's  57  years  of  world-wic 
continuing  growth. 

Hayakawa:that's  the  Japanese  Gi£  | 
with  the  electronic  abacus  brar  I 
named  Sharp  Electronic  Calculat(  | 


HAYAKAWA    IS    SHAR 
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50  top  companies  use 
Sharp  calculators. 

But  hoiAi  do  \A#e  get  you? 


We 

have  4  new 

ansiAiers 


MINI 

"MINI"  -  at  a  mini  price  —  for 
everything  but  the  most  sophis- 
ticated calculations.  Completely 
silent  operation.  Adds  and  sub- 
tracts, multiplies  and  divides  in 
milliseconds!  Automatic  con- 
stant multiplication  and  division. 
Full  capability  for  exponent  and 
mixed  calculation.  Fully  auto- 
matic decimal  system.  2  regis- 
ters. Only  SVa  lbs.  Sharp  CS-17 


MIDI 

"MIOI".  Equipped  with  a  full- 
capacity  memory  bank  as  well 
as  2  working  registers.  Full  ca- 
pacity for  exponent  and  mixed 
calculations.  Instantly  adds,  sub- 
tracts, multiplies  and  divides. 
Automatic  constant  successive 
multiplication  and  division.  Fully 
automatic  decimal  system.  Its 
price  is  just  slightly  higfier  than 
the  "Mini."  81/2  lbs.  Sharp  CS-16 


MULT  I 

"MULTI".  Fills  the  gap  between 
our  biggest  calculator  and  the 
smaller  ones.  Fully  automatic 
decimal,  half-cent  round-off  and 
credit  balance  systems.  Auto- 
matic constant  successive  multi- 
plication and  division.  Two 
registers  plus  a  full-function 
memory  bank.  With  memory 
indicator,  over-capacity  and  error 
light.  Only  81/2  lbs.  Sharp  CS-22 


MAXI 

"MAXI".  For  every  use  from 
general  business  to  scientific. 

Raises  to  odd  power,  squares, 
extracts  square  roots  instantly! 
Automatic  constant  successive 
multiplication  and  division.  Fully 
automatic  decimal,  round-off 
and  credit  balance  systems.  2 
memory  banks,  plus  2  registers 
for  wider  versatility.  Many  other 
features.  14.5  lbs.  Sharp  CS-32 


Write  Sharp  Electronics,  Dept.  F-6  Carlstadt,  New  Jersey  07072.  Or  contact  your  Sharp  representative. 


IIMD   SHARP    IS    HAYAKAWA. 
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Airplane  Designers  Have 
Reliable — Science  of 


A 


clconlng 


ORATION 

.      Going  i  n  new  directions  with  new  ideas. 

.omes,  Buildfnd  Products,  Recreation,  Urban  Development, 
PapM',  Paqkaging,  Office  Supplies.    Boise,  Idaho  83701 


What's  the  Matter  with  Britain?  Asl(  Chrysler 

When  Chrysler  took  over  Rootes  Motors,  it  took  over  a  company  that  was  the 
epitome  of  everything  wrong  with  the  British  economy.  It  has  solved  many 
of  Rootes'  problems,  but  it's  still  stymied  by  the  "I'm  All  Right,  Jack" attitude. 


Just  when  things  were  beginning  to 
look  up,  at  least  a  little  bit.  for 
Chpisler's  British  subsidiary,  just 
when  Rootes  Motors  was  beginning 
to  show  a  profit — minuscule,  true, 
but  heartening  after  three  straight, 
agonizing  years  of  losses — disaster 
struck  again  last  month.  Nine  hundred 
workers  in  Rootes'  two  modem  plants 
near  Glasgow,  Scotland,  went  on 
strike,  idling  2,800  others.  In  one 
week,  Rootes  lost  the  production  of 
1,000  cars. 

It  was  the  kind  of  strike  made 
famous  in  the  Peter  Sellers  movie, 
"I'm  All  Right,  Jack."  The  Rootes 
comedy  of  errors  began  when  man- 
agement decided  to  put  wheels  on 
the  bins  used  to  move  car  body 
panels.  Previously,  a  man  who  filled 
the  bins  had  to  wait  for  a  fork-lift 
truck  to  remove  one  before  he  could 
put  an  empty  bin  in  place  and  start 
filling  it,  too.  Now  he  would  be  able 
simply  to  push  the  filled  bin  into  the 
aisle  and  start  filling  an  empty  bin 
immediately. 

Time  saving?  Certainly,  but  that 
was  beside  the  point.  The  men  who 
fill  the  bins  are  members  of  the 
.Amalgamated  Union  of  Engineering 
and  Foundry  Workers.  One  of  them, 
a  shop  steward,  refused  to  push 
his  bins  aside  because,  he  said,  it  had 
wheels  and  was,  therefore,  a  job  for 
the  Transport  and  General  Workers 
Union.  The  company  su.spended  him, 
whereupon  900  press  shop  workers 
walked  out  in  sympathy.  That  closed 
down  the  body  shop,  forcing  the  com- 


Scab.'  In  the  Peter  Sellers 
movie,  the  workers  wenf  on 
strike  because  they  discov- 
ered that  one  of  their  fel- 
lows was   working   too  hard. 


pany  to  send  800  body  shop  workers 
home.  This,  in  turn,  closed  down  the 
assembly  line,  so  the  companv  had  to 
lay  off  another  2,000  workers. 

Rootes  is  a  case  study  on  the  sub- 
ject, "What's  the  matter  with  Brit- 
ain?"  When   Chrysler  took  over   the 


Chrysler  and  Rootes  Motors  were 
not  strangers  when  Chrysler  bought 
control  of  Rootes.  They  had  grown 
up  together.  William  Rootes  origin- 
ally was  a  manufacturer  of  bicycles. 
But  when  Horace  and  John  Dodge 
started  making  automobiles  in  the 
U.S.,  Rootes,  already  selling  cars, 
decided  to  assemble  Dodges  in 
Britain.  Dodge,  of  course,  is  now  a 
division  of  Chrysler. 

William  Rootes'  son,  William  Ed- 
ward, who  became  first  a  knight 
and  then  a  baron,  the  first  Lord 
Rootes  of  Ramsbury  (right),  took 
over  the  company  and  expanded  it. 
With  his  brother,  Reginald,  who 
also  later  became  a  knight,  he 
founded  a  car  sales  concern  that  by 
1926  was  the  largest  motor  car  dis- 
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company  two  years  ago,  in  fact,  it 
was  on  the  verge  of  bankruptcy.  And 
this  was  not  merely  because  of  the 
"I'm  All  Right,  Jack"  attitude  of  the 
workers.  Management  and  Britain's 
Labour  government  had  contributed 
to  Rootes'  troubles,  too. 

Anatomy  of  a  Mess 

Rootes  was  essentially  a  family 
business.  (The  family  of  founders 
William  and  Reginald  Rootes  owned 
51%  of  the  stock.)  It  was  turning 
out  some  fine  cars — the  Hillman 
Minx,  the  Hillman  Hunter  (called  the 
Sunbeam  Arrow  in  the  U.S.),  the  Sun- 
beam Rapier  (U.S.  name:  the  Alpine), 
and  the  Humber  Sceptre  among  others 
— but  it  was  selling  only  a  little  over 
200,000  of  them  both  in  Britain  and 
overseas.  It  had  plants  all  over  Bri- 
tain, but  they  not  only  were  old  and 
inefiBcient,  the  ones  that  produced 
the  best-selling  models  were  too  small 
to  fill  the  demand.  The  Rootes  fam- 
ily wasn't  so  fuddy-duddy  that  it 
didn't  realize  it  had  to  modernize, 
but  when  it  decided  to  build  a 
new  assembly  plant,  the  government 
stepped  in.  It  has  been  a  policy  of 
the  government  to  pressure  British 
companies  into  building  new  plants 
in  depressed  areas  in  order  to  create 
employment,  despite  the  fact  that 
depressed  areas  may  well  be  depressed 
for  perfectly  good  economic  reasons. 
The  government  pressured  Rootes  into 
building  its  new  plant  in  Scotland. 
Rootes'  old  factories  already  were  too 
widely  dispersed   for  efficiency.  This 


tributor  in  Britain.  Two  years  later, 
the  brothers  decided  to  get  into 
building  cars  themselves.  Thus, 
they  set  about  gobbling  up  smaller 
auto  manufacturers. 

Lord  Roote-s — Billy  Rootes,  as 
everybody  called  him — was  a  big, 
red-faced  man,  British  as  York- 
shire pudding,  with  a  voice  that 
roared  like  the  British  lion  back 
in  the  days  when  Britannia  ruled 
the  waves.  He  loved  shooting, 
"anything — pheasants,  grouse,  part- 
ridge." He  also  loved  the  company 
of  decorative  women,  at  least  one 
on  each  arm. 

His  oldest  son,  Geoffrey,  the 
second  Baron  Rootes  since  his 
father's  death  in  1964,  is  now 
chaiiTnan  of  the  company. 
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As  of  May  21,  the  Common  Stock  of 

Tucson  Gas  &  Electric  Company 

is  traded  on  the 

New  York  Stock  Exchange 


m§ 


The  Newest  Symbol  On  The  BIG  BOARD 

stands  for  The  Company  that  has  served 
one  of  the  fastest  growing  areas  of  the 
nation  for  67  years. 

The  Company  has  been  instrumental  in 
the  growth  of  Southern  Arizona.  Common 
Stock  dividends  have  been  paid 
continuously  since  1918. 

TUCSON  GAS 
&  ELECTRIC  COMPANY 

P.O.  Box  711  /  Tucson,  Arizona  85702 


WE  WILL  ACQUIRE 

S100M000  WORTH 

OF  REAL  ESTATE 

THIS  YEAR 


CORPORATIONS 

increase  earnings  and  cash  flow 
ESTATES 

liquidity  for  tax  problems 

INDIVIDUALS 

fully  depreciated  properties  or 
those  where  you  a-e  making  less 
than  interest  on  value 

We  can  help  each  other.  We  need 
undeveloped  land  —  shopping 
centers,  industrial  and  apartment 
projects.  We  will  work  directly 
(no  brokers  please).  Our  arrange- 
ment is  not  a  listing  or  optiori  ap- 
proach; we  will  purchase  vour 
property. 

Property  Acquisition  Co. 

f\  Division  of  Carlsberg  Financial  Corp. 

1801  Avenue  of  the  Stars 

Los  Angeles,  California  90067 

(213)  277-4711 


made  the  inefficiency  even  greater. 

The  Scottish  plant  wa.s  designed 
to  produce  the  Hillman  Imp,  which 
Rootes  hoped  would  be  a  big  seller.  Un- 
fortunately, the  Imp  never  caught  on. 

When  it  built  the  Scottish  plant, 
Rootes  also  bought  the  nearby  Pressed 
Steel-Fisher  body-stamping  plant.  This 
was  the  first  big  body-stamping  plant 
owned  by  Rootes,  and  it  made  bodies 
only  for  the  Imp.  For  all  its  medium- 
priced  models,  Rootes  had  to  depend 
on  a  competitor,  British  Motor  Corp. 
It  also  had  to  buy  cabs  for  its  trucks 
from  others. 

Under  the  Rootes  family,  manage- 
ment was  as  helter-skelter  as  Billy  Boy 
production.  Although  it  made  only 
about  200,000  cars  a  year,  Rootes 
Motors  was  divided  into  30  com- 
panies. One  inevitable  result:  Produc- 
tivity at  Rootes  Motors  was  only  about 
$16,500  per  worker,  roughly  half  the 
worldwide  productivity  at  Ford,  for 
example.  Another:  Rootes  cars  were 
higher  in  price  than  competing 
models. 

"Jusf   Enough    Cunning" 

Rootes  didn't  have  anything  re- 
sembling a  modem  financial  and  ac- 
counting system.  Some  plants  were 
losing  money,  others  were  profitable, 
but  management  didn't  have  any  way 
of  telling  which  was  which.  Says  Wil- 
liam Tate,  a  foiTner  Chrysler  con- 
troller whom  Chrysler  transferred  from 
Detroit  to  direct  Rootes'  finances:  "All 
the  Rootes  family  had  was  enough 
cunning  to  barely  keep  an  over-all 
grasp  on  profits.  They  knew  they  were 
making  a  loss,  but  they  had  no  mech- 
anism to  explain  why." 

Rootes'  distribution  system  was  a 
mess,  too.  It  had  2,350  retail  dealers. 
The  company's  sales  obviously  weren't 
enough  to  keep  them  all  afloat.  To 
survive  they  had  to  sell  other  cars  as 
well.  Many  of  them  didn't  really  push 
Rootes'  cars  because  Rootes  had  its 
own  retail  outlets,  which  competed 
with  them,  and  they  understandably 
resented  this. 

At  the  same  time,  Rootes  didn't 
have  enough  "main  dealers,"  who  sold 
Rootes  cars  at  retail  but  also  whole- 
saled some  to  a  system  of  smaller 
satellite  dealers. 

Chrysler  bought  77%  control  of 
Rootes,  because  it  already  owned  45'«^ 
of  the  company's  voting  stock,  and 
65%  of  the  non-voting  shares,  which 
it  had  bought  in  1964  at  a  cost  of  $68 
million,  and  it  wanted  to  protect  this 
investment.  In  1964  and  Chrysler  had 
to  pay  about  $2.70  a  share  for  25 
million  shares.  In  1967  it  was  able  to 
buy  control  by  paying  under  $1  a 
share  for  another  41   million  shares. 

Chrysler  embarked  on  a  crash  pro- 
gram to  save  the  company.   First,  it 


brought  in  new  management,  hiring 
the  former  head  of  Massey-Ferguson's 
British  operations,  Gilbert  Hunt,  as 
chief  executive  officer.  To  help  Hunt, 
it  transferred  not  only  Tate  but  sevr 
eral  other  top  executives  to  Britain, 
including  Erwin  Graham,  vice  presi- 
derit  in  charge  of  European  opera- 
tions, and  Georges  Hereil,  head  of 
Chrysler's  Simca  affiliate  in  France. 
.It  established  a  nine-man  administra- 
tive committee  in  place  of  the  old 
family  rule.  Chrysler's  instructions, 
says  Hunt,  were:  "Get  the  loss  elimi- 
nated and  then  we'll  have  breathing 
space." 

Hunt  consolidated  the  30  compa- 
nies into  two,  Rootes  Motors,  Ltd.  and 
Rootes  Motors  Scotland,  Ltd.  He 
lopped  oft  plants  that  were  too  widely 
dispersed  for  efficiency  or  had  been 
losing  money,  concentrating  produc- 
tion in  three  main  centers,  Coventry 
in  the  Midlands,  Scotland,  and  Luton/ 
Dunstable.  Assembly  and  sales  or- 
ganizations in  Venezuela,  South  Africa 
and  Australia  also  were  shut  down, 
with  Chrysler  International  taking 
over  their  functions. 

Hunt  spent  $10  million  to  establish 
a  product-planning  center  in  Coventry 
to  design  cars  that  will  have  popular 
appeal  not  only  in  Britain  but  in  the 
U.S.  He  made  the  body-stamping 
plant  in  Scotland  capable  of  producing 
bodies  not  only  for  the  Imp  but  for 
Rootes'  medium-priced  cars  as  well. 
He  expanded  the  Dunstable  plant  to 
make  cabs  for  Rootes'  trucks.  He 
lopped  off  600  retail  dealers,  at  the 
same  time  strengthened  and  reduced 
slightly  the  number  of  main  dealers. 

The    Hatchet   Worked 

All  these  mo\es  paid  off.  In  the 
\ear  ended  July  31,  1968,  Rootes  was 
able  to  report  a  modest  profit  of 
million  (mainly  non-operating,  from 
the  sale  of  assets  and  investments).  In 
the  first  half  of  fiscal  1969,  the  worst 
half  of  the  \ear  for  the  British  auto 
industr\',  the  profit  amounted  to  $2.5 
million.  The  latter  especially  pleases 
Hunt  because,  he  says,  "It  does  sort 
of  indicate  that  last  year  was  no  flash 
in  the  pan,  that  we  are  turning  the 
corner." 

Hunt  had  barely  uttered  these 
words  when  the  strike  broke  out. 

Chrysler  has  no  intention  of  quitting 
Ihitain  because  industrx  e.\perts  agree 
that  Europe  potential!)-  is  a  greatea'  | 
market  for  automobiles  than  even  the 
U.S.  Britain  logically  should  be  the  j 
center  of  U.S.  auto  companies  operat- 
ing in  Europe. 

The  question  is:   How  can  Britain  j 
become  the  center  of  any  kind  of  in- 
dustry operations  in  Europe  as  long  I 
as  the  "I'm  All  Right,  Jack"  attitude] 
persists?  ■ 
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New  plants  are  growing  in 
Oluo  Edison  Country. 

What  a  year  it's  been  for  Ohio  Edison  Country,  a  fast-grow- 
ing area  in  Ohio  and  Western  Pennsylvania. 

Major  industrial  expansions  and  new  plants  totaled 
more  than  $250-million.  And  will  provide  an  estimated 
9,000  new  jobs. 

And  growing  right  along  with  the  country  is  the  Ohio 
Edison  System. 

During  1968,  sales  increased  10.1% — well  above  the 
electric  utility  industry  average.  Dividends  on  common 
stock  were  increased  for  the  ninth  consecutive  year.  And 
the  Company  continued  to  make  important  strides  in 
further  strengthening  its  power  supply  reliability. 

Small  wonder  Ohio  Edison  with  its  subsidiary,  Penn- 
sylvania Power  Company,  is  known  as  a  power  system  with 
outstanding  growth  potential. 

If  you'd  like  to  find  out  more  about  our  growth  and 
our  company,  send  the  coupon  for  a  free  copy  of  our  1968 
Annual  Report.  You'll  find  we've  had  a  great  growing 
season,  too. 


Mr.  C.  M.  Tillett,  Secretary 
Ohio  Edison  Company 
47  North  Main  Street 
Akron,  Ohio  44308 

Please  send  copy  of  your  1968  Annual  Report 


Name_ 


Address. 
City 


.State. 


.Zip. 
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That  Old  Sears  Magic . 

. . ,  works  north  of  the  border,  too. 


Name  a  big  retail  operation  that  is 
lifting  its  earnings  12%  a  year,  that  got 
started  as  a  catalog  company  and  that 
sells  mostly  its  own  private-label  mer- 
chandise. Sears,  Roebuck?  Wrong. 

Well,  half  right.  The  all-right 
answer  is  Simpsons-Sears  Ltd.  of 
Toronto.  Fift>'  per  cent-controlled  by 
Sears,  Roebuck  and  developed  in  its 
image,  Simpsons-Sears  is  well  on  its 
way  to  duplicating  in  Canada  the 
phenomenal  success  that  Sears  has 
had  in  the  U.S. 

Formed  just  16  years  ago  from 
Canadian  retailer  Simpsons  Ltd.'s 
$100-million  catalog  business,  Simp- 
sons-Sears long  ago  passed  parent 
Simpsons  in  size.  Last  year  its  355 
catalog  stores  and  32  retail  stores  gen- 
erated S14.4  million  in  earnings  on 
$541  million  (Canadian)  in  sales, 
making  it  Canada's  second-largest 
general  merchandiser  (after  Batons, 
with  close  to  $1  billion). 

It  all  grew  out  of  a  chance  meeting 
between  Edgar  Burton,  then  Simpsons' 
president,  and  General  Robert  E. 
Wood,  Sears'  legendary  chairman,  in 
South  America.  "Sears  were  looking 
to  Canada  and  wondering  how  they 
would  come  here,"  recalls  Simpsons- 
Sears'  Chairman  and  Chief  Executive 
Officer  Jack  C.  Barrow,  "Simpsons 
wanted  to  expand  across  Canada.  But 
they  were  a  Marshall  Field-type  com- 
pany and  didn't  know  that  much 
about  the  suburban-type  store,  Sears' 
stock-in-trade." 

So  the  new  company  was  set  up, 
with  Sears  and  Simpsons  equally 
sharing  voting  control  and  86%  of  the 
stock.  A  public  market  for  the  minor- 
ity stock  interest  was  made  in  1965. 

Simpsons-Sears'  12%  annual  average 
earnings  growth  and  14%  sales  growth 


over  the  past  five  years  beat  the  per- 
fomiance  of  parent  Sears  (up  8.2% 
in  earnings,  8.5%  in  sales),  J.C.  Pen- 
nev  (11.2%  and  10.4%)  and  Marcor 
Inc.  (10%  and  9.2%)  as  well.  But 
such  performance  has  also  kept  Simp- 
sons-Sears stock  from  being  a  cheap 
way  to  buy  Sears:  S-S  stock  recently 
sold  at  35  times  last  year's  earnings. 
Sears  at  26. 

One  Step  Backward 

The  company's  success,  of  course, 
required  more  than  just  putting  Sears' 
name  on  the  Simpsons  catalog  and 
starting  (in  1954)  to  open  retail 
stores.  Says  Barrow,  an  apparel  buyer 
for  Simpsons  who  rose  to  become  S-S 
chairman  in  1966:  "Like  any  new 
company,  we  groped  around  for  a 
few  years.  We  started  out  with  a  large 
number  of  small  hard-goods  stores,  but 
soon  found  that  this  wasn't  the  right 
direction.  Most  of  those  were  con- 
\  erted  to  catalog  sales  offices,  and  we 
started  building  larger,  full-line  stores. 

"Then  we  started  to  move  along  at 
a  pretty  fast  clip.  Between  1963  and 
1968  our  sales  increased  about  90%, 
while  Simpsons'  increased  about  40%, 
Hudson's  Bay's  [another  Canadian 
retail  chain]  about  40%.  Some  of 
these  self-service  stores  like  Woolco 
and  K-Mart  might  have  improved  as 
rapidly  as  we,  but  they  don't  publish 
Canadian  figures." 

Simpsons-Sears'  growth  is  all  the 
more  remarkable  because  it  has  been 
shut  out  of  Canada's  two  biggest  mar- 
kets. When  S-S  was  formed,  it  agreed 
not  to  build  a  store  within  25  miles  of 
any  existing  Simpsons'  store.  This  ex- 
cluded the  new  company  from  the 
Montreal  and  Toronto  metropolitan 
areas,  where  22%  of  all  Canadians  live. 


It's  Relative.  Simpso:.j-Sears  is  geffing  big  withoui  losing  perspective.  "We 
should  be  able  to  open  thn^e  or  four  stores  a  year,"  says  Chairman  Jack 
Barrow.  "Bui  Sears  opened  32  stores  last  year.  Now  that's  the  same  total 
number   of  stores   we   have.    That  jerks   you    back    to    earth   pretty    fast." 


But  Simpsons-Sears  had  acquired  the 
Sears'  merchandising  touch,  and  that 
was  more  important  than  any  geo- 
graphical limitation. 

From  the  first,  S-S  adopted  Sears' 
basic  philosophy:  centralized  buying 
— fnostly  from  company-developed 
sources — and  decentralized  selling  by 
the  stores.  "I  don't  run  this  company," 
Barrow  says.  "I  just  work  for  the 
buyers  and  the  division  managers.  We 
sell  many  of  the  same  items  Sears 
Joes.  Some  of  them  are  manufactured 
in  Canada  by  the  same  organizations 
that  make  them  in  the  U.S.  for  Sears. 
For  example,  we  buy  all  our  laundry 
equipment  from  John  Inglis  Co., 
which  operates  under  a  license  from 
Whirlpool  [which  makes  most  Sears 
appliances]." 

Simpsons-Sears  is  strikingly  like 
Sears  in  other  ways:  About  half  its 
sales  are  on  credit;  its  profit-sharing 
fund  invests  heavily  in  the  company's 
own  stock;  it  owns  25%  of  Allstate  In- 
surance Co.  of  Canada. 

But  not  everything  is  the  same. 
"One  of  the  differences  is  that  the 
catalog  business  is  still  more  important 
to  us  than  it  is  to  Sears,"  says  Bar- 
row. An  estimated  50%  of  S-S'  total 
sales  are  catalog  sales,  compared  with 
23%  for  Sears.  Barrow  obviously  wants 
to  change  this,  since  retail-store  profit 
margins  are  higher.  "Catalog  sales 
will  get  progressively  smaller  as  a 
portion  of  our  total,"  he  says.  "But  the 
catalog  business  will  continue  to  in- 
crease significantly,  and  I  don't  see 
it  being  less  than  40%  for  at  least  the 
next  ten  years." 

Some  other  differences  between 
parent  and  offspring:  S-S  sells  pro- 
portionately more  soft  goods  than 
Sears  (one  of  the  few  leftovers  from 
the  old  Simpsons'  days);  S-S — like 
most  Canadian  merchants — uses  a 
combination  of  long-  and  short-tenn 
debt  to  carry  its  receivables  (as  a  re- 
sult, S-S'  long-teim  debt  is  45%  of 
total  capital  vs.  13%  for  Sears). 

Finally,  one  major  difference: 
profitability.  S-S,  despite  its  hefty 
leverage,  earned  only  11.4%  on  equity 
in  1968,  compared  with  parent  Sears' 
14.2%.  Of  course,  if  Simpsons-Sears 
can  keep  growing  at  its  current  rate, 
it  should  be  possible  to  raise  the  re- 
txnn.  Can  it? 

"Yes,  I  think  we  can,"  Barrow 
answers.  "We're  getting  better  at 
bringing  new  stores  into  a  profit  posi- 
tion quickly.  We  now  hope  for  a 
modest  profit  in  the  first  year."  It  had 
been  taking  two  or  three  years.  Bar- 
row also  thinks  he  can  improve  his 
catalog  and  hard-goods  margins.  But 
the  growth  is  crucial.  And  if  Barrow 
says  he  can  keep  it  up,  you  have  to 
believe  him.  After  all,  with  Sears  be- 
hind him,  how  can  he  go  wrong?  ■ 
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Turn  'em  Loose 

That's  what  some  of  the  big  oil  companies  have  been  doing  with 
their  drilling  departments.  And  to  the  benefit  of  both  parties. 


Drilling  for  oil  is  an  expensive 
proposition.  In  the  past  two  decades 
equipment  costs  alone  skyrocketed 
far  beyond  what  most  oil  companies 
thought  they  could  afford.  Drilling 
rigs  once  went  for  as  little  as  S300,- 
000;  today  some  specially  designed 
offshore  rigs  cost  S12  million.  Yet 
with  oil  consumption  growing  faster 
than  reser\es,  oil  companies  had  to 
drill  more  and  more. 

Ironically,  the  major  oil  companies 
have  solved  this  problem  by  getting 
out  of  drilling.  They  ha\e  sold  off 
their  drilling  departments,  often  to 
the  men  who  were  running  them,  then 
hired  them  back  to  do  the  drilling  for 
a  fee.  Now  most  drilling  is  done  by 
former  drilling-departments-tunied-in- 
dependent  or  by  other  independents 
who  sensed  an  opportimity  and  start- 
ed up  from  scratch. 

Why  should  the  independents  take 
on  an  operation  the  oil  companies 
found  burdensome? 

"Why  not?"  asks  Edward  L.  Shan- 
non, the  tough,  beefy  president  of 
Los  Angeles'  Santa  Fe  International 
Corp.,  which  until  1948  was  Union 
Oil  Company's  drilling  department. 
"We're  the  experts  in  the  field.  By 
selling  our  services  to  all  the  oil  com- 
panies instead  of  just  one  we  can 
keep  our  rigs  busy.  In  short  we  found 
we  can  do  the  job  cheaper  and  still- 
sur\ive." 

Time   has   proved    Shannon    right. 

Shannon   oi  Santa   Fe   /nfernofiono/ 


Today,  oil  companies  pay  contractors 
the  same  base  price  (cost  to  drill  a 
hole  one  foot)  as  the\'  did  20  years 
ago,  even  though  crew  costs  have  tri- 
pled and  equipment  costs  quadrupled. 
All  of  the  major  oil  companies  have 
since  followed  Union's  lead.  Richfield, 
now  Atlantic-Richfield,  and  Standard 
Oil  of  California  were  major  holdouts, 
but  less  than  three  years  ago  they 
too  got  rid  of  their  drilling  depart- 
ments. And,  of  course,  there  are  in- 
dependent drillers  like  Zapata  Nor- 
ness,  J.  Ray  McDennott  and  Reading 
&  Bates,  who  work  for  a  whole  clutch 
of  oil  companies  but  don't  have  oil 
company  roots. 


Santa  Fe  International,  with  a  long 
head  start,  is  the  biggest  and  best  de- 
veloped of  the  captives-turned-in- 
dependent drillers.  Technically  it  was 
sold  to  its  employees  for  $1  million, 
mostly  borrowed.  Last  year  Santa  Fe 
rang  up  revenues  of  $98  million.  Since 
1961  its  profits  have  climbed  steadily 
to  $1.88  a  share.  Its  return  on  stock- 
holders' equity  hovered  between  14% 
and  18%  during  the  past  five  years, 
making  Santa  Fe  International  second 
only  to  J.  Ray  McDennott  in  size  and 
profitability. 

What  makes  Santa  Fe  so  profitable 
is  not  just  simply  a  matter  of  better 
management,   but   more   a   matter   of 
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Offshore  Rigs  are  so  cosily— up  lo  $12  million— fhaf  they  are  namec/  like 
ships.    This   Santa   Fe   jack-up   rig    in   the   North   Sea    is   named   Britannia. 
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Will  your  doctor  ever 
prescribe  Meilink 
Protection  Equipment 
as  an  aid  to  digestion? 


It  makes  sense.  With  a  business  fire  break 
ing  out    every   four  minutes,   business 
men   are  worried.  Who  will  be  next? 
Will  it  be  by  accident  or  arson?  Will 
business   be   severely   hampered  or 
even  finished  for  good  if  important 
records   are    incinerated    in    ordinary 
metal   files  or   "un-safe"  safes?   Worry 
is  hard  on  the  digestion.  End  it,  with 
Meilink  safes  and  Hercules  fire-fighting 
files.  You  need  them,  even  if  your  build- 
ing is  fire-proof.  (Remember  McCormick 
Place?)  Your  doctor  will  approve,  so 
order  soon  from  your  Meilink  dealer. 

FREE:  Meilink  3  Minute  Protection  Quiz  to 
spot  your  danger  spots.  Write  for  a  copy. 


MEILINK 

STEEL   SAFE    COMPANY 

Box  2567  Dept.  F-6  Toledo,  Ohio  43605 

Sold  by  Most  Office  Equipment  Dealers  in  U.S.  and  Canada.  •  See  Yellow  Pages  Under  "Safes." 


Home 
Safes 


We  send  people;  not  just  brochures. 


perfect  people  to  send  when  you're  talking  plant  location. 
For  instance.  If  you're  food  people,  you  talk  to  food  people.  Chemical 
people  talk  to  chemical  people.  And  the  same  goes  for  you  metal, 
lumber  and  paper,  automotive,  freight  forwarder,  grain,  and 
stone/clay 'g!;;s5  people.  You  talk  to  men  who  know  your  business 
as  well  as  ours.  C&O/B&O  Market  Managers. 

These  M:^,rket  Managers  join  up  with  our  Industrial  Development 
specialists  to  form  a  plant  location  team.  We  call  them  "answer 
people."  If  you've  tried  to  ask  a  brochure  a  question, 
then  you  know  what  we  mean.  Call  or  write:  C.  R.  Zarfoss, 
Vice  President,  Merchandise  Freight  Croup,  One  Charles  Center, 
Baltimore,  Maryland  21201. Tel.  301  237-2454. 

THE  C&O/ B&O  RAILROADS    Cleveland  44101    •    Baltimore  21201 


keeping  an  eye  peeled  to  the  needs  of 
the  oil  companies.  "What  we  are  is  a 
complete  service  company,"  explains 
Shannon,  a  University  of  California 
petroleum  engineer  who  took  control 
of  Santa  Fe  in  1962  at  age  36.  "We're 
the  only  company  that  can  do  a  com- 
plete tiunkey  job.  We  can  drill  a  wild- 
cat, install  a  platform,  erect  a  rig, 
drill  the  field  wells,  bring  the  pipe- 
hne  ashore,  set  up  shore  facilities 
and  build  a  tanker  terminal.  Why 
should  an  oil  company  hire  five  com- 
panies, support  five  managements  and 
five  overheads  when  one  compan\ 
can  do  the  job?" 

More  Moufhs,  More  Bifes 

Santa  Fe  didn't  acquire  all  these 
talents   overnight.   For   the   first   few 
years   it  concentrated  on   building  a 
fleet  of  43  onshore  rigs.   Then  with  I 
the  emphasis  towards  offshore  drilling  I 
in  the  early  1960s,  Santa  Fe  designed  j 
special  floating  rigs  for  its  customers 
While  working  closely  with  the  major 
oil   companies.    Shannon   realized   he 
could  better  his  company's  lot  in  bid 
ding  for  contracts  on  a  package  basis 
if  Santa  Fe  had  other  services.  So  inl 
1967  he  acquired  J.H.  Pomeroy  &  Co. 
a  $42-million  (sales)  marine  construc-i 
tion  outfit,  and  Caspary-Wendell,  am 
operator   of   crew   and   supply   boats 
with  annual  revenues  of  $2.5  million 
Santa   Fe's   breadth   of  services   is  a 
main  reason  it  is   the  major  drilling 
contractor  in  Alaska's  Cook  Inlet, 

To  round  out  the  company's  service 
capability,  Shannon  attempted  to  aci 
quire  a  tanker  outfit  early  this  year 
'Though  the  negotiations  failed,  he  i 
still  looking  for  other  outfits  to  ac 
quire.  "The  more  difi^erent  servii 
areas  we  enter,  the  better  our  chance, 
are  of  getting  a  piece  of  the  action^ 
Shannon  says.  "And  in  some  case 
we'll  have  a  better  chance  of  gettin 
a  bigger  piece  of  the  pie." 

How  big?  Two  months  ago  Britis 
Petroleum  signed  an  unusual  contra< 
for  Santa  Fe  to  supervise  BFs  ow 
drilling  on  Alaska's  North  Slope.  An 
the  marine  constiucdon  outfit  SanI 
Fe  acquired  two  years  ago  has  be€ 
building  radar  stations  and  other  go 
emment  buildings  in  Alaska  for  near 
two   decades,   which  gives   the  cor 
pan\'  first-hand  knowledge  of  how 
work  in  a  climate  where  temperatur 
can    drop    to    50    below.    Therefor 
when  the  oil  companies  select  drillii 
contractors  after  leases  are  award 
on  the  North  Slope  this  fall,  Santa  I 
will  have  both  feet  in  the  door. 

So  Santa  Fe's  future  looks  bri^ 
as  do  those  of  other  former  drillit 
departments-tumed-independent.  A 
rather  than  being  more  costly  for  t 
oil  companies  that  spawned  them, 
has  been  monev  ahead  for  both.  ■ 
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»u're  taking  tobacco  out  of  our  name, 
en't  you  just  playing  with  words?" 


non-tobacco  business  were  small  business, 
iswer  to  your  question  would  be  yes. 
:  now  fourteen  per  cent  of  our  sales  are  in 
.)bacco  products. 

it's  the  foods,  beverages,  aluminum,  packag- 
nd  corn  refinery  products  part  of  our  busi- 
>The  part  that  has  had  a  compound  growth 
i,f  42  per  cent  over  the  past  five  years. 
*  also  have  more  than  one  and  a  half  billion 
<3  in  tobacco  sales,  so  naturally  we're  preserv- 

J.  Reynolds  Tobacco  Company  as  the  name 
'  r  tobacco  operations. 


But  we're  going  to  give  ourselves  the  different 
corporate  name  at  the  bottom  of  this  page,  because 
all  our  different  interests  make  us  a  differerrt  cor- 
poration. 

That's  why  later  this  year  we  will  become 
R.  J.  Reynolds  Industries,  Inc. 
and  look  like  this: 


nviiPn 

R.J.Reynolds  Industries,  Inc. 


Thin  Harvest 

For  years  to  come,  record  levels  of  farm  mechanization  will 
not  mean  record  profits  for  the  farm  machinery  makers. 


Good  times  on  the  farm  have  always 
meant  good  times  for  the  farm  ma- 
chinery makers.  In  1966,  when  net 
farm  income  set  a  record,  the  farm 
machinery  makers  had  their  best  year 
ever.  In '  1967  and  1968,  as  fami 
income  decHned,  sales  and  earnings 
of  farm  machinery  makers  suffered 
also.  But  the  next  time  that  farmers 
have  a  record  year,  the  farm  ma- 
chinery makers  are  unlikely  to  have 
one.  Here's  why: 

As  the  industry's  seven  biggest  com- 
panies— Deere,  International  Harves- 
ter, Massey-Ferguson,  Ford,  Allis- 
Chalmers,  J.  I.  Case  and  White 
Motor — keep  moving  into  new  pro- 
duct lines,  new  geographic  areas  and 
new  crop  markets,  the  crunch  of  com- 
petition worsens,  resulting  in  over- 
production and  price-cutting.  At  the 
same  time,  the  risks  are  increasing 
because  machines  are  getting  more 
costly  to  engineer  and  manufacture. 

This  situation  reflects  what  is  hap- 
pening on  the  farm.  Farms  are  get- 
ting larger  in  size  but  fewer  in  num- 
ber; faim  labor  is  getting  scarcer  and 
more  expensive.  To  work  larger  famns 
with  less  manpower,  farmers  need 
bigger  and  more  sophisticated  ma- 
chines— but  fewer  of  them.  For  the 
machinery  makers,  this  means  higher 
development  costs,  shorter  produc- 
tion runs,  more  dollar  risk  riding  on 
each  new  model.  It  also  means  that 
the  same  number  of  companies  are 
fighting  over  fewer  sales  to  fewer 
farmers.    Therefore    farm    machinery 


makers  are  expanding  their  product 
lines,  their  geographic  sales  areas  and 
their  crop  coverage  to  spread  the 
risks  over  a  broader  base. 

There  is  another  reason  for  all  the 
new  models  in  the  last  few  years. 
Good  dealers  are  vital  to  any  com- 
pany's success,  and  dealers  must  sell 
a  wide  line  of  equipment  to  prosper. 
Hence  the  farm  machinery  makers 
must  offer  a  wide  line  or  risk  losing 
their  dealers. 

New   Compefition   Everywhere 

Deere  &  Co.,  biggest  of  the  farm 
machinery  makers  (see  table  below), 
is  pushing  into  Western  Europe,  Aus- 
tralia and  Southeast  Asia  in  the  face 
of  entrenched  competition  from  In- 
ternational Harvester,  Massey-Fergu- 
son and  Ford.  M-F  and  Ford  in  turn 
are  driving  into  the  U.S.  Corn  Belt, 
Deere's  stronghold  and  the  world's 
richest  single  faiTn  equipment  market. 
Ford,  historically  a  maker  of  small 
tractors,  is  now  building  larger  tractors 
and  implements  (Forbes,  Nov.  15). 
But  Deere  and  International  have  in- 
troduced new  small  models  to  compete 
with  Ford.  And  venerable  J.  I.  Case  is 
busy  strengthening  its  U.S.  dealer 
network.  In  short,  everyone  wants  a 
piece  of  someone  else's  business. 

The  company  making  the  biggest 
gains  recently  is  Ford.  Indeed,  last 
year  Ford  was  the  only  big  company  to 
post  a  fann  sales  gain.  Massey-Fer- 
guson was  down  4.7%,  while  the  other 
big  makers  suffered  declines  of  9%  to 
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Big  Four 
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Return 

Net 

Total 

Machinery 

Net 

on 

Profit 

Company 
Deere  &  Co. 

Sales 
$1,030.5 

Sales 
$843 

Earnings 

Equity 
6.6% 

Margin 
4.1% 

$42.6 

International  Harvester 

2,540.0 

733 

75.4 

6.7 

3.0 

Massey-Ferguson' 

852.6 

622 

26.4 

6.5 

3.1 

Ford  Motor 

14,075.1 

500 

626.6 

14.6 

4.5 

.^Ilis-Chalmers  Mfg. 

767.3 

190 

54.6d 

— 

— 

J  1.  Case 

357.5 

185 

3.6 

1.3 

0.8 

White  Motor 

851.0 

182 

23.0 

11.1 

2.7 

I     All  dollar  figures  ir   injlllons  for  latest  fiscal  year;   farm   machinery  sales   figures  are   FORBES  estimates. 
I     d— deficit.     'Figurts    converted  from   Canadian   to   U.S.   dollars. 


12%.  One  reason  for  Ford's  showing  in 
recent  years  is  that  competitive  dealers 
have  concentrated  on  higher-horse- 
power, higher-profit  models,  so  Ford 
dealers  zeroed  in  on  smaller  tractors 
- — those  below  70  horsepower.  But 
now  the  other  makers  are  paying  more 
attention  to  smaller  tractors,  and  Ford 
fax;es  a  new  problem.  "What  worries 
us  today,"  says  one  Ford  marketing 
man,  "is  now  that  we  have  big  models, 
•  our  dealers  will  let  up  on  seHing  small 
ones.  As  we  crowd  into  the  bigger 
horsepower  market,  our  competition 
is  trying  to  make  more  headway  in  the 
smaller  horsepower  market." 

So  far,  all  this  hasn't  done  much 
to  change  sales  rankings  and  market 
shares  among  big  companies.  Deere, 
for  example,  says  its  Corn  Belt  sales 
have  been  barely  affected  by  the  new 
competition  from  Ford  and  M-F.  And 
International  claims  that  its  share  of 
Common  Market  sales  has  been  rising 
steadily  since  Deere  acquired  German 
plants  in  19.56.  "Of  course,"  concedes 
one  International  executive,  "our  mar- 
ket share  probably  would  have  in- 
creased more  if  Deere  weren't  there." 

Saved  by  Dealers 

Though  important  changes  in  mar- 
ket shares  may  take  place  overseas, 
they  are  unlikely  in  the  U.S.  There  are 
two  reasons  for  this.  First,  farmers 
are  slow  to  switch  makes.  Second — 
and  more  important — a  farm  ma- 
chinery company's  dealers  are  inde- 
pendent businessmen  who  work  hard 
to  hold  their  local  market  shares  even 
if  the  company  itself  is  in  trouble. 
That  helped  Case  to  survive  three 
years  of  red  ink,  and  it  is  helping  be- 
leaguered Allis-Chalmers  stay  in  the 
running  right  now. 

There  may  be  some  selling  ad- 
vantage in  the  trend  toward  fewei 
but  larger  farms.  "The  farmer-busi 
nessman  is  a  more  understandable 
more  predictable  and  less  emotiona 
type  of  buyer,"  says  Samuel  W.  Whitt 
Jr.,  executive  vice  president  in  charge 
of  White  Motor's  three  farm  ma 
chinery  companies  (Oliver,  Minneap 
olis-Moline  and  Cockshutt).  "I  like  t( 
think  that  when  you  have  more  so 
phisticated  buyers,  there  is  less  of  thi 
dog-eat-dog  competition  that  you  fin( 
in  selling  small  tractors."  , 

Maybe.   But  for  now,  the  squeeze 
is  on:  More  competition  among  niami 
facturers,  more  risk  in  producing  ne\ . 
models.  To  be  sure,  when  farm  inconi ' 
again   goes  up,  so  will   the  earning , 
of  the  farm   machinery  makers — bn  j 
probably  not  to  the  levels  of  196( 
when  Deere  earned  14.9%  on  commo 
equity,   M-F  11.7%  and  Internation;  I 
10.4%.   For  some  time  to   come,  tli 
farm  machinery  makers  will  reap  on)  ■ 
a  thin  harvest.  ■ 
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[odernization  of  America's  metropolitan  areas 
ill  create  a  tremendous  demand  for  the  ma- 
rials  symbolized  above.  Asarco,  through  a 
irefuUy  planned  expansion  program,  will  be 
ady  to  help  fill  the  future  needs  for  these 
iportant  materials. 

Recently  we  increased  by  35%  our  capacity 
'  produce  refined  copper,  and  we  are  currently 
Jveloping  several  promising  silver  properties, 
ast  year  in  Glover,  Missouri,  we  opened  the 

St  new  lead  smelter  and  refinery  in  the  United 


States  in  40  years.  A  new  high-purity  metals 
facility  will  go  on  stream  shortly  in  Denver, 
Colorado. 

Exploration  for  new  mineral  deposits  has 
been  intensified,  while  existing  mines  in  this 
country  and  overseas  are  being  expanded. 

New  and  improved  facilities  will  make  the 
processing  of  ores  more  efficient,  while  con- 
tinued research  will  make  Asarco's  materials 
even  more  valuable  for  thousands  of  industrial 
and  consumer  products. 


MERICAN  SMELTING  AND  REFINING  COMPANY 

0  BROADWAY,  NEW  YORK,  N.  Y.  1000B 


ASARCO 


if- 


To  make 

your  service  faste 

we're  keeping  ou 

tracks  busie 


Result:  deliveries  24  hours  sooner 

Our  computers  gave  us  the  word:  more  a 
shorter  trains  would  speed  up  service.  They  ev 
suggested  where  and  when  to  run  the  addd 
equipment. 

So  now  we  have  over  500  trains  daily,  35  to  C 
more  than  last  year.  Which  means  our  services 
are  scheduled  so  that  shippers'  freight  moves  (jjt 
promptly.  To  make  sure,  our  Control  Center  5- 
ceives  reports  of  tonnage  locations  every  6  ho  's 
—and  can  move  the  right  amount  of  locomot'e 
power  to  the  right  place  at  the  right  time. 

Cutting  24  hours  from  the  average  delivj'v 
time  is  just  a  start.  Because  wait  means  wa| 
for  shippers.  And  we're  pledged  to 
squeeze  the  waste  out  of  distribution. 
Southern  Railway  System,  Washing- 
ton, D.  C. 


LOON  AHEAD  LOC  1 


'm^  ' 


SV2  years  ago  I 


l^/  5 f4  months  ago! 


Five  and  a  half  years  ago  National  Industries 
was  one  pin  on  the  map.  Five  and  a  half 
months  ago  it  had  107  facilities  engaged  in  a 
wide  variety  of  consumer  and  industrial 
businesses.  With  the  acquisition  of  a  33 
percent  equity  in  TSC  Industries  (whose  213 
retail  installations  are  included  on  the  map 
above),  National's  interests  have  tripled  to  321 
operations  in  48  states,  Canada  and  Puerto 
Rico.  Retailin    and  transportation  are  just  two 
of  many  basic  ;rowth  businesses  in  which 
National  is  inv  'ved. 


Now  look 

at  National 
Industries  I 


Others  include  food,  soft  drinks,  textiles, 
appliances,  toys,  petroleum  products,  computer 
services,  laboratory  furniture,  insurance  and 
steel-warehouse  services.  Last  year  National's 
sales  exceeded  $340,000,000  —  and  we're 
still  growing. 

If  you  would  like  to  know  more  about  us,  we 
will  be  glad  to  send  you  complete  information. 
Address  your  request  to  Stanley  Yarmuth, 
President,  National  Industries  Inc.,  P.  O.  Box 
1037,  Louisville,  Ky.  40201. 


Nil 


National  Industries  Inc. 


As  I  See  It 

Entrepreneurs  are  made,  not  born. 

So  says  a  Harvard  professor 

who  not  only  knows  how  to  spot  the  type 

but  thinks  he  can  help  create  them. 


Every  businessman  faces  the  same  problem:  how  to  get  the  maximum 
efficiency  from  his  employees.  And  every  businessman  runs  headlong  into 
the  same  frustration:  No  matter  what  incentive  plan  he  introduces,  some 
employees  will  do  just  enough  to  get  by;  others  will  work  well  below  their 
potential— which  is  like  running  a  plant  at  60%  of  capacity. 

Professor  David  C.  McClelland  of  Harvard's  Department  of  Social 
Relations  is  the  leader  of  a  group  of  psychologists  from  Harvard  and  the 
Massachusetts  Institute  of  Technology  who  hove  been  studying  this  prob- 
lem for  more  than  20  years.  Now  52,  a  graduate  of  Wesleyan  University 
in  Connecticut  who  received  his  doctorate  at  Yale,  Dr.  McClellond's  years 
of  research  have  convinced  him  that  many  incentive  plans  foil  because  they 
are  based  on  a  false  idea  of  why  men  work.  The  least  important  motive, 
he  says,  is  money. 

He  also  believes  that  it's  possible  to  motivate  people  to  put  in  a  more 
productive  day's  work,  to  turn  underachievers  into  achievers.  He  has 
demonstrated  his  theories,  with  considerable  success,  both  abroad  and 
in  leading  U.S.  corporations.  His  ideas  and  methods  parallel  those  of  the 
noted  Dr.  B.  F.  Skinner,  who  formerly  also  taught  psychology  at  Harvard. 
Together  with  Professor  David  G.  Winter  of  Wesleyan,  a  former  student, 
McClelland  recently  proved  that  even  Indian  businessmen,  a  notoriously 
lethargic  group,  con  be  instilled  with  the  spirit  of  entrepreneurship. 

Thus  what  Dr.  McClelland  has  to  say  could  be  helpful  in  choosing 
investments,  in  raising  production  and  cutting  costs,  and  in  turning  social 
dropouts  into  productive  citizens. 


/  have  a  friend.  He's  about  65.  His 
tiife  is  (lead.  They  never  had  ehil- 
dren.  He's  wortfi,  I'd  oiiess,  at  h'ast 
$30  million.  Yet,  every  morning,  he 
rushes  doicn  to  Wall  Street  to  make 
another  million.  The  other  day  I 
asked  him.  Why?  He  looked  puzzled; 
finally  he  replied:  "I  don't  know." 

McClell.wd:  For  a  p.sychoIogist 
that's  an  easy  question.  It's  difficult 
only  for  those  who  think  men  work 
for  money.  Men  really  work  to  get 
various  types  of  satisfaction  from  life 
— achievement,  power.  I'm  not  talk- 
ing now  about  a  man  who  doesn't 
have  enough  to  eat.  He  works  for 
money,  certainly,  but  a  man  can  eat 
only  so  much.  Once  you  get  above 
that  bare-subsistence  level,  the  other 
motives  come  into  play. 

In  the  case  of  your  friend,  I  would 
guess  that  his  two  major  sources  of 
satisfaction  are  achievement  and 
power;  the  notion  that  he's  somebody. 
I  am  reminded  of  Andrew  Carnegie. 
He  said  that  when  he  made  a  mil- 
lion dollars  he  was  going  to  quit.  He 
made  it  at  30,  then  kept  on  going. 

For  people  like  that,  money  is  a 
way  of  proving  they're  better  than 
other  people. 


True,  hut  executives  love  .stock  op- 
tions. Doesn't  that  prove  they  are 
motivated  by  money? 

McClelland:  I  think — well,  that 
problem  interests  me  because  I'm  in- 
Nolvqd  right  now  in  a  lot  of  compa- 
nies that  are  being  started  by  people 
to  whom  I've  given  achievement- 
motivation  training.  Those  people  all 
want  to  start  companies.  They  say 
they  want  "a  piece  of  the  action."  An 
executive  doesn't  want  to  consider 
himself  just  a  salaried  employee.  He 
wants  to  have  a  feeling  that  he  owns 
a  part  of  the  company. 

The  way  you  describe  it,  beyond 
a  certain  point,  money  is  merely  a 
way  of  keeping  score. 

McClelland:  Yes,  and  the  reason  it 
motivates  people  in  a  culture  like 
ours  is  that  we're  achievement  ori- 
ented. The  money  is  a  symbol  that 
proves  we're  achieving. 

/  used  to  live  in  Latin  America. 
A  constant  complaint  among  Ameri- 
can businessmen  there  was  that  if 
you  raised  a  man's  wages,  he  .simply 
worked  four  days  instead  of  five. 


David  C.  McClelland 


McClelland:  That's  true  all  over 
the  world.  My  favorite  instance  of 
this  happened  in  India.  A  business- 
man from  the  U.S.  complained  to  a 
former  British  colonial  administrator 
that  his  people  wouldn't  show  up  for 
work.  He  said:  "I've  raised  their 
wages  to  well  above  what  Indian 
companies  are  paying,  but  they  still 
won't  show  up."  The  Englishman 
replied:  "I  have  a  suggestion  for  you: 
Cut  their  wages."  The  Indian  worker 
is  not  achievement-oriented;  he'll 
work  just  hard  enough  to  satisfy  his 
needs  for  food  and  drink. 

What    makes   achievement-minded 
people  different  from  these  people? 

McClelland:  In  practically  every 
country  in  the  world,  you'll  find  a 
minority  group  that  is  very  good  in 
business;  in  the  U.S.,  the  Jews  and 
Quakers;  in  Africa,  the  Ibos — the 
Biafrans — are  very  good  in  business, 
and  in  Ethiopia,  where  I  was  recently, 
the  Guragai;  in  Southeast  Asia,  the 
Chinese.  What  these  minority  groups 
have    in     common     is     a     sense     of 
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Buck-eye  country 


If  you  have  an  eye  out  for  a  profit- 
able new  plant  location  —  look  at 
Buck-eye  country— West  Central 
Ohio.  It  offers  some  unique  busi- 
ness advantages  in  a  climate  favor- 
ing production  growth.  Call  or  write 
C.  L.  Gillum,  Area  Development  De- 
partment, for  information.  Dayton, 
Ohio  45401,  513-222-0441. 

THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  /nvestor-owned  company  serving  West-Central  Ohio     Dayton,  Ohio  45401 


187th 

COMMON 

DIVIDEND 

NOTICE 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  400  per  share 
on  the  Common  Stock  of 
the  Company,  payable  on 
May  31,  1969,  to  stock- 
holders of  record  at  the 
close  of  business  on  May 

13,  1969. 

J.  E.  THEOBALD 

Vice  President  and 
Secretary 
May  2,  1969 


UNION  BANCORP 

has  a 

new  name: 

UNIONAMERICA,  Inc. 

With  assets  of  approximately  $1.8  billion,  holdings 

of  Unionamerica,  Inc.  include  Union  Bank, 

Western  Mortgage  Corporation,  Unionamerica 

Computer  Corporation,  Swett  &  Crawford 

and  Harbor  Insurance  Company. 

UNIONAMERICA,  Inc. 

Figueroa  at  Fifth  Street  •  Los  Angeles,  California  90017 


being  superior  to  other  people.  Once 
a  group  of  people  gets  to  believing 
they're  better  than  anybody  else, 
they'll  go  out  and  prove  it. 

Do  these  minorities  you  talk  about 
have  a  high  achievement  rate  because 
thqy  are  minorities  and,  therefore, 
feel  they  must  try  harder? 

McClelland:  That's  what  a  great 
many  people  think.  They'll  say,  "Jews 
are  so  good  in  business  because 
they've  been  discriminr.ted  against." 
These  same  people,  however,  also 
will  say,  "Negroes  don't  do  well  in 
business  because  they're  discriminated 
against."  I  say  you  can't  have  it  both 
ways.  My  answer  is  that  if  you  dis- 
criminate against  somebody  who's  got 
achievement  motivation,  he'll  counter- 
strive  hard,  but  if  he  doesn't  have 
achievement  motivation  he  won't 
do  anything.  We've  made  studies  that 
show  that  a  man  hears  his  parents 
keep  talking  about  getting  ahead,  and 
picks  up  the  idea  from  them. 

Could  you  pinpoint  for  me  why 
one  businessman  is  born  to  succeed 
while  another  is  born  to  lose? 

McClelland:  We've  spent  20  years 
studying  just  this,  20  years  in  the 
laboratory  doing  very  careful  re- 
search, and  we've  isolated  the  specific 
thing.  We  know  the  exact  type  of 
motivation  that  makes  a  better  entre- 
preneur. Not  necessarily  a  better  head 
of  General  Motors;  I'm  talking  about 
the  man  who  starts  a  business. 

That  man  has  a  particular  thought 
pattern;  very  simply,  he's  thinking 
all  the  time  about  doing  something 
better,  improving  his  performance. 
Now,  he  isn't  necessarily  thinking  in 
competitive  terms;  sometimes  he 
wants  to  beat  the  other  guy,  but  that 
may  not  be  essential.  He's  thinking 
in  terms  of  constantly  improving  his 
own  performance. 

How  can  you  spot  such  a  man  ex- 
cept by  his  actual  performance,  his 
track  record? 

McClelland:  We've  developed  tests. 
For  example,  we'll  show  a  man  a  i 
picture  of  another  man  sitting  at  a 
desk,  and  he'll  say:  "Well,  he's  a  man  ' 
working  late  at  night  and  he's  very  ' 
tired.  He  wishes  he  could  go  home  ! 
and  have  a  beer  and  watch  TV  and  > 
talk  to  his  wife."  Show  that  same  j 
picture  to  a  man  who  is  achievement  j 
motivated  and  he'll  say:  "Well,  it's  i 
a  guy  working  very  hard  on  a  new  | 
contract  for  a  bridge.  He  know's  it's  i 
important  for  his  promotion.  And  he : 
does  it,  and  the  next  day  his  boss  is  I 
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pleased,  and  he's  pleased  and  his  wife 
is  pleased. " 

All  I  ever  ihink  about  is  girls. 
Could  you  teach  me  achievement 
motivation? 

McClell.\xd:  Of  course.  We've  been 
teaching  achievement  motivation  for 
the  past  seven  or  eight  years.  We've 
had  a  program  in  India;  we've  had  an 
extensive  program  among  black  busi- 
nessmen in  Washington,  D.C.  These 
black  businessmen  turn  on  much 
faster  than  the  Indians  because,  I 
think,  the  American  system  is  a  much 
more  open  system. 

How  do  you  turn  them  on?  How 
would  you  turn  me  on? 

McClelland:  Let's  go  back  to  those 
pictures  I  talked  about.  The  top  score 
a  man  can  make  for  his  story  about 
each  picture  is  II.  Suppose  he  gets 
a  score  of  3.  We  tell  him,  "Here's 
how  you  got  your  3,  for  this  phrase 
and  this  phrase  and  that  one.  And 
this  is  why.  Now  here  is  how  you 
can  make  II  on  that  picture.  Now 
rewrite  it. "  Well  ha\e  the  man  keep 
rewriting  it  until  he  can  think  in  those 
tenns  easily  and  readily.  This  isn't 
the  only  thing  we  do. 

What  are  some  of  the  others? 

McClell.and:  There  are  .some  action 
strategies.  We  ha\e  found,  for  ex- 
ample, that  people  who  think  in 
terms  of  doing  better  generally  like 
challenging  tasks.  And  what's  that? 
One  that's  moderately  difficult,  not 
too  easy,  not  too  hard.  We  have  a 
very  simple  game.  We  put  a  peg  on 
the  floor  in  a  room  without  furniture, 
give  the  man  three  rings  and  sav. 
"Now  throw  the  rings  over  the  peg. 
You  can  stand  wherever  you  wish. " 
He  obviously  can  stand  right  next  to 
the  peg  and  just  drop  the  rings  over, 
but  he  obviously  isn't  going  to  get 
much  achievement  satisfaction  out  of 
that.  Or  he  can  stand  too  far  away 
to  ha\'e  any  hope  of  ringing  the  peg. 
Or  he  can  stand  just  far  enough 
away  to  make  ringing  it  a  challenge 
l)iit  not  far  enough  away  to  make  it 
impossible — and  this  is  what  the  per- 
"'On  with  high  achievement  motivation 
does.  He'll  move  back  if  he  succeeds 
in  ringing  the  peg  and  forward  if  he 
doesn't.  He'll  zero  in  on  the  place 
where  he  gets  the  most  satisfaction, 
the  maximum  distance  where  he  can 
ling  the  peg.  Many  of  the  black  busi- 
nessmen in  Washington  I  talked  about 
stood  very  close  to  the  peg  initially; 
tliey  had  very  low  levels  of  aspiration 
because    they   anticipated   failure.    A 
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We  have  become  a  multi- 
market  company  -more 
involved  in  aerospace,  aircraft, 
electronics,  recreation,  etc.  -yet  we're 
still  a  leading  producer  of  specialty  metals. 
How  are  we  developing 
the  new  thrust  and 
vigor  of  our  14  member 
companies? 

Send  for  four 
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Allegheny  Lttdlum 
1968  Annual  Report 
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Incorporated 
May  14,  1969. 
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lot  of  our  training  with  them  had  to 
do  with  getting  them  to  set  higher 
goals  and  showing  them  that  a  httle 
risk  may  pay  off. 

We  translated  this  into  their  actual 
business  problems.  Here's  a  guy  in 
Washington.  He's  running  a  hole-in- 
the-wall  dry-cleaning  establishment. 
The  wholesaler  is  charging  him  much 
higher  prices  than  he  charges  a  white, 
because  the  man  buys  in  small  quanti- 
ties and  the  wholesaler  isn't  sure 
he'll  get  paid.  We  say,  "Why  don't 
you  get  together  with  three  or  fom 
of  your  friends  so  you  can  buy  in 
large  quantities?"  His  first  reaction 
is,  "How  do  I  know  I  can  trust  them 
to  give  me  my  fair  share?"  We  get 
him  to  accept  the  idea  of  risk. 

We've  been  talking  so  far  about 
entrepreneurs.  Aren't  there  some  peo- 
ple icho  work  just  because  thcij  take 
pride  in  what  they  do? 

McClelland:  The  kind  of  man 
you're  talking  about  really  has  what 
I'd  call  a  professional  orientation 
rather  than  a  business  orientation. 
Now  in  many  cases,  the  man  who 
is  concerned  with  doing  a  job  right 
is  a  terrible  entrepreneur.  Don't  get 
me  wrong.  I  don't  want  to  run  him 
down,  but  he  often  is  a  poor  entre- 
preneur. 

We  found  this  in  farming.  In  a 
sense,  the  best  fanner  is  the  worst 
fanner — talking  in  terms  of  profits. 
He  gets  fixed  on  producing  the  maxi- 
mum amount  of  milk  out  of  his  cows 


by  breeding  and  feeding,  the  whole 
business.  This  guy  gets  so  fixated 
on  his  cows  that  he  doesn't  evejr) 
think  about  the  fact  that  maybe  he 
shouldn't  be  in  milk  that  much. 

That's  true  of  some  companies,  too. 
They're  more  interested  in  making 
steel  or  planes  than  money. 

McClelland:  It  takes  all  kinds  of 
people  to  make  a  good  world.  For 
example,  I  don't  want  my  accountant 
to  be  a  good  entrepreneur;  I  wouldn't 
want  him  taking  risks  with  my  ac- 
counts. But  I  wouldn't  put  him  in 
charge  of  a  new  business,  either. 

Describe  the  ideal  entrepreneur. 

McClelland:  He's  interested  in 
moderate  risks.  The  entrepreneur  type 
is  not  a  gambler,  because  even  if  he 
wins  he  can't  get  any  satisfaction 
from  it  because  he  didn't  do  it.  The 
entrepreneur  type  is  innovative  be- 
cause the  old  thing  he  did  over  and 
over  again  becomes  too  easy  for  him. 
I  tend  to  describe  him  as  the 
ideal  type,  but  I  want  to  make  it 
clear  that  he's  different  from  a  man- 
ager. When  you  have  a  giant  like 
General  Motors,  other  skills  and  other 
motives  are  necessary.  Those  guys 
have  got  to  worry  about  managing 
people,  power,  getting  decisions 
through,  getting  compromises. 

//  /  understand  what  you're  say- 
ing, a  man  who  is  a  terrific  entre- 
preneur may  be  a  terrible  manager. 

McClelland:  Exactly.  The  example 
I  often  give  is  of  the  wonderful  sales- 
man who  is  promoted  and  he  be- 
comes the  world's  worst  sales  man- 
ager. He  sits  at  his  desk  watching 
other  people  do  what  he  did  and  he 
knows  he  can  do  it  better  and  he 
keeps  butting  in.  That  kind  of  man 
is  counterproductive  because  his  job 
is  to  get  other  people  to  sell. 

Doesn't  the  worker  on  the  a.%sembly 
line  work  for  his  pay  check? 

McClelland:  That's  the  most  com- 
mon error  managements  make.  That's 
why  they're  always  fussing  around 
with  incentive  plans  to  get  workers  to 
work  harder.  These  incentive  plans 
often  do  more  harm  than  good,  be- 
cause workers  are  not  necessarily 
achievement  oriented.  On  many  as- 
sembly lines,  the  most  important 
motivation  is  affiUation.  Suppose  peo- 
ple are  doing  a  simple,  repetitive 
task.  It's  absolutely  boring.  The  only 
way  they  can  stand  it  is  by  chat- 
ting with  their  fellow  workers.  Work 


to  them  is  a  kind  of  kaftee  klatsch. 
Introducing  incentive  plans  may  dis- 
rupt the  social,  kaffee-klatsch  atmos- 
phere. In  a  situation  like  that,  it 
might  be  far  better  to  cut  down  the 
noise  of  the  machines  so  that  the 
workers  can  converse  more  easily. 

Or  take  telephone  operators  in 
offices.  They're  not  achievement  ori- 
ented, either.  What  motivates  them? 
Well,  during  the  war,  I  knew  one 
telephone  operator  who  actually 
loved  her  job.  The  reason  she  enjoyed 
her  work  so  much  was  that  she  knew 
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everything  that  was  going  on.  She  was 
in  the  center  of  everything.  She  was 
the  first  to  know  when  somebody  was 
sick,  when  somebody  was  away,  when 
somebody  had  a  baby. 

You  get  these  telephone  engineers 
and  they  begin  to  think  about  ef- 
ficiency and  the  number  of  plugs  an 
operator  can  plug  in  and  they  design 
a  system  without  thinking  of  the  op- 
erator. That's  how  it's  done  at  Har- 
vard. They  have  a  completely  imper- 
sonal system.  They'd  be  a  lot  better 
oft  if  they  decentralized  so  that  one 
girl  could  handle  one  building. 

Is  there  .some  way  you  can  deter- 
mine tohether  a  company  is  achieve- 
ment motivated? 

McClelland:  There  are  a  variety  of 
ways.  You  can  give  the  top  executives 
of  the  company  an  achievement-mo- 
tivation test.  We  did  that  with  two 
companies  in  Mexico,  both  about  the 
same  size.  The  first  was  growing  at 
a  rapid  rate;  the  second  was  a  good, 
solid  company,  but  it  was  growing 
slowly.  When  we  gave  the  tests  we 
discovered  that  the  man  who  made 
the  lowest  achievement-motivation 
score  in  the  first  company  did  better 
than  the  man  with  the  highest 
score  in  the  second  company. 

You  can  make  what  we  call  "cli- 
mate studies."  By  that  I  mean  you 
can  ask  the  workers  whether  they  feel 
the  company's  standards  are  high, 
whether  they  feel  they  get  recognition 
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for  good  work,  whether  they  feel  the 
company  is  more  apt  to  censure  them 
if  they  are  wrong  than  praise  them 
if  the>  are  right. 

There's  another  question  you  can 
ask:  Do  the  workers  feel  the  company 
is  authoritarian  or  that  it  permits  a 
great  deal  of  self-direction? 

Yoti  mean  the  company  that  gives 
its  employees  a  great  deal  of  freedom 
to  decide  what  they  should  do  will 
get  better  results  than  one  that  lays 
down  strict  guidelines? 

McClelland:  Where  you  find  too 
great  a  demand  for  conformity,  you'll 
find  a  low-performing  company.  We 
were  called  in  some  time  ago  by  a 
soft-drink  compan\'.  It  was  dissatis- 
fied with  the  performance  of  its  route 
salesmen.  We  talked  with  the  sales- 
men; they  all  felt  they  were  too 
severely  regulated.  We  talked  with 
management  and  management  said 
this  wasn't  true.  The  managers  said: 
"We  keep  telUng  these  guys  they 
should  take  more  initiative." 

It  turned  out  that  the  men  were 
right.  There  were  regulations  for 
everything,  like,  first  thing  in  the 
morning,  check  your  truck  and  make 
sure  it's  clean;  then  check  your  uni- 
form, it  must  be  laundered  every 
three  days.  They  had  a  list  of  rules 
about  this  long. 

They  also  told  the  routemen:  "This 
week  your  quota  is  so  many  cases." 
Now  these  quotas  were  set  from  the 
top.  Management  figured  out  what 
the  company's  growth  rate  should  be 
for  the  >ear,  then  allocated  the  quotas 
region  by  region,  and  from  the  re- 
gions, the  allocations  went  down  to 
the  guy  on  the  route. 

We  said  to  the  company:  "Why 
don't  you  work  it  the  other  way,  from 
bottom  to  top  instead  of  from  top 
to  bottom?  Let  the  men  at  the  bottom 
set  quotas  for  themselves  and  work 
up."  They  were  a  little  nervous  about 
doing  this,  but  finally  they  agreed. 
And  it  worked.  They  did  better  than 
they'd  ever  done  before. 

It  works  out  this  way:  If  you  ask 
a  man,  "How  many  cases  do  you  think 
you  can  sell?"  and  he  says  11,000, 
he's  going  to  sell  them  because  he's 
put  himself  on  the  line.  He'll  feel 
entirely  differently  about  the  goal  he 
sets  for  himself  than  about  the  goal 
you  set  for  him. 

/  never  heard  of  a  company  that 
operated  that  way. 

McClelland:  That's  what  this  soft- 
drink  company  said  when  we  made 
our  suggestion,  but  they  tried  it,  and 
it  worked.  ■ 
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Faces  Behind  the  Figures 


Q  without  A 

Forbes  readers  normally  are  more 
interested  in  what  the  captains  of 
industry  say  to  our  reporters  than 
in  what  our  reporters  say  to  them. 
In  this  case,  we  couldn't  get  through 
to  the  captain  of  industry,  but  we 
thought  our  readers  might  like  to 
know  the  questions  we  wanted  to 
ask  him  anyhow. 

The  particular  C  of  I  was  Der- 
ald  H.  Ruttenberg,  the  53-year-old 
mone\man  who  took  o\er  as  chief 
executi\e  officer  of  Studebaker- 
Worthington  Inc.  last  January  after 
Frank  J.  Nunlist  resigned  from  the 
job.  We  telephoned  Mr.  Rutten- 
berg after  noticing  some  interest- 
ing things  in  S-W's  1968  annual 
report.  For  example,  there  were 
no  less  than  four  separate  figures 
for  1968  earnings  per  share,  rang- 
ing from  S5.01  all  the  way  down 
to  $2.76.  Our  own  feeling  was 
that  the  latter  figure  was  the  most 
accurate  one.  Using  it,  we  con- 
cluded that  S-W's  earnings  had 
dropped  30%  from  1967,  which 
was  itself  down  12%  from  1966. 
But  a  graph  on  page  three  shows 
an  unbroken  rise  in  earnings  per 
share  stretching  all  the  way  back 


to  the  1964  premerger  days. 

Hence  our  questions  for  Mr. 
Ruttenberg,  as  follows: 

•  What  do  you  consider  the 
most  significant  of  the  four  earn- 
ings-pcr-sharc  figures  for  1968? 
Which  shouki  an  investor  choose? 

•  Do  you  agree  with  accoun- 
tants who  feci  a  company's  earn- 
ings-pcr-share  figure  shouki  include 
extraordinary  items  and  he  com- 
puted on  a  fulhj  dihited  basis? 

•  Why  do  you  show  "extra- 
ordinary" losses  in  smaller  type  in 
your  income  statement  and  make 
no  reference  to  them  in  your  five- 
year  EPS  summary? 

•  Are  more  "extraordinary" 
losses  in  store  for  S-W?  In  dispos- 
ing of  the  Alco  division  this  year, 
for  example?  Or  in  your  European 
divisions? 

•  Are  you,  a  financial  man  with 
no  operating  experience,  equipped 
to  run  an  indusirial-and-machinery 
company  like  Studebaker-Worth- 
ington?  Especially  since  as  recently 
as  six  months  ago  you  stated  that 
all  an  agglomerate  like  S-W  need- 
ed "was  good  financial  controls." 

Come  to  think  of  it,  maybe  the 
questions  are  better  than  the  an- 
swers would  have  been  anyway.  ■ 


Derald  H.  Ruttenberg 


Pete  Rozelle 

Monopoly  on  Remhrandts 

Last  month  a  sales  executives  con- 
vention chose  Pete  Rozelle  as  Man 
of  the  Year.  Yes,  that  Rozelle,  the 
pro  football  commissioner.  After 
all,  a  big  part  of  Rozelle's  job  is 
marketing  football  to  the  fans  and 
TV.  He  runs  a  legal  monopoly  (an- 
nual revenues:  about  $91  million) 
without  the  goveiTmient  restraint 
that  goes  with  being  a  public  util- 
ity. Hence  Rozelle  can  shape  his 
monopoly  to  maximize  profits. 

Take  the  recent  "merger"  of  the 
National  and  American  football 
leagues.  Rozelle,  his  eye  on  TV 
(about  40%  of  pro  football  reven- 
ues), avoided  a  full  merger.  "To- 
talK  eliminating  the  ten-year 
league  rivalry  would  have  been 
ludicrous,"  he  says.  "We'd  be  giv- 
ing up  fan  interest,  and  that  would 
affect  gate  and  T\'  income."  So  he 
persuaded  three  NFL  teams,  Balti- 
more, Cleveland  and  Pittsburgh,  to 
take  $2  million  each  lor  shifting 
to  a  new  conference  wiih  the  old 
AFL  teams.   The  move  i  'pt  one 


rivalry  ( Cleveland-Pittsburgh )  and 
added  one  (Cleveland-Cincinnati). 

How  does  Rozelle's  job  compare 
with  marketing,  say.  Dial  Soap?  "I 
think  in  many  ways  it's  more  diffi- 
cult," he  says.  "  You  have  26  team- 
owners.  They  try  to  do  what's  best 
for  football,  but  also  for  their  own 
clubs.  Those  goals  aren't  always 
synonymous." 

And  Rozelle's  monopoly  hasn't 
much  room  to  grow.  "You  can 
charge  just  so  much  for  a  ticket, 
and  many  of  the  stands  are  filled 
or  nearly  filled  now.  With  26 
moutlis  to  feed,  I'm  not  certain 
there's  that  much  more  that  we 
can  tap  from  television." 

But  trucker  Leonard  Tose  just 
paid  $16  million  for  the  Philadel- 
phia Eagles.  Why?  Because  most 
owners,  already  rich,  buy  a  foot- 
ball team  the  way  they  buy  a 
painting.  Sa>s  Rozelle:  "There  have 
been  enough  people  who  want  a 
Rembrandt.  The  owners  aren't  in 
football  to  sell — any  more  than 
they'd  sell  a  Rembrandt  off  their 
wall — but  they  know  the  value's 
there  in  case  they  ever  want  to."  ■ 
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A  Friend  in  Washington 

When  you  close  your  e\es  and 
listen,  Charls  E.  Walker  sounds 
remarkabh  like  Lvndon  B.  John- 
son: a  Texas  drawl  vvTapped 
around  political  savvy.  But  don't 
be  put  off  b\  the  compone:  Al- 
though bom  and  raised  in  the  cow 
town  of  Graham,  Tex.,  W^ilker  is  a 
Ph.D.  in  economics  (from  the  Uni- 
versity of  Pennsylvania)  and  a 
former  \-ice  president  of  the  Dallas 
Federal  Reserve  Bank.  Walker  is 
Under  Secretary  of  the  Treasury 
in  the  Nixon  Administration,  and 
he  spells  bad  news  for  people  who 
want  to  take  over  banks. 

Walker  has  a  bill  that  most 
established  bankers  could  live  with. 
It  faces  a  fight,  however,  from  a 
much  tougher  bill  drauii  by  bank- 
baiting  Congressman  Wright  Pat- 
man  (D.,  Tex.).  Both  bills  are 
now  before  Patman's  Banking  & 
Currency  Committee. 

Walker  is  no  babe-in-the-halls- 
of-Congress.  Before  taking  the 
Treasury  job,  he  was  executive 
vice  president  of  the  American 
Bankers  Association  and  handled 
most  of  the  ABA's  top-level  lobby- 
ing. The  goal  of  his  bill  seems 
clear:  to  check  bank  takeovers 
without  entirely  hobbling  the 
banks,  own  diversification  efforts. 
One  immediate  target:  one-bank 
holding  companies,  a  device  used 
by  nonbanking  companies  such  as 
C.I.T.  Financial  and  Sperry  & 
Hutchinson  to  get  control  of  big 
banks. 

"Four  months  ago,"  says  Walk- 
er, "the  smart  money  in  town  was 
betting  that  legislation  restricting 
these  holding  companies  simply 
didn't  have  a  chance.  Now  it's  the 
other  way  around.  Congress  is 
down  on  conglomerates  and  on 
conglomeration." 

Of  course,  in  theory,  Walker's 
bill  would  also  make  it  impossible 
for  banks  to  acquire  industrial 
companies,  but  in  practice  this  is 
fairly  rare.  Since  bank  stocks  sell 
at  fairly  low  multiples,  the  real 
thrust  has  been  toward  nonbanks 
buying  banks.  Besides  C.I.T.  and 
S&H,  companies  like  Gulf  &  West- 
em,  General  American  Transporta- 
tion and  Kinney  National  Service 
have  also  bought  into  banking. 

Walker's  bill  says  simply  that 
banks  cannot  buy  industrial  com- 
panies— and    vice    versa.    It    does 


contain  a  "grandfather"  clause 
which  permits  industrial  compa- 
nies to  continue  owning  banks 
purchased  prior  to  June  30,  1968, 
but  the  clause  has  strings,  tough 
strings.  If  they  wish  to  continue 
owning  their  banks,  they  must 
cease  further  diversifying,  a  provi- 
sion hardly  acceptable  to  compa- 
nies like  C.I.T.  and  S&H. 

Wright  Patman's  rival  bill  also 
aims  to  stop  the  inroads  of  con- 
glomeration into  banking  but  in  a 
much  rougher  way.  Patman's  bill 
would  not  only  keep  industrial 
companies  out  of  banking,  but 
would  keep  banks  frozen  in  their 
current  restricted  lines  of  business, 
with  no  grandfather  clause. 

There  is  another  aspect  to  the 
Walker-Ni.xon  proposal  that  should 
keep  at  least  part  of  the  banking 
establishment  happy.  While  keep- 
ing banks  and  industrial  companies 
apart,  it  would  clear  the  way  for 
banks  to  move  into  other  forms  of 
financial  activities,  such  as  insur- 
ance or  data  processing  or  leasing. 
This  could  be  done  through  one- 
bank  holding  companies.  There 
would  be  limits  on  the  privilege: 
Before  a  big  bank  could  acquire, 
say,  a  big  insurance  company,  the 
regulatory  agencies  would  have  to 


first  decide  that  insurance  is  a 
proper  banking  function  and  then 
rule  on  the  effect  on  competition. 
This  latter  provision,  says  Walker, 
might  well  outlaw  the  recent  First 
National  City-Chubb  &  Co.  merger. 
But  the  banks  are  aware  of  the 
changing  nature  of  their  business 
(Forbes,  June  15,  1968),  and  feel 
they  need  the  right  to  go  into  other 
financial  services.  Presumably, 
Walker's  bill  would  peiTnit  this  if 
no  big  mergers  are  involved. 

This  provision,  however,  will 
arouse  frenzied  opposition  from 
the  politically  powerful  indepen- 
dent insurance  agents  as  well  as 
from  credit  card  companies,  data 
processors,  travel  agents  and  equip- 
ment leasing  companies.  The  last 
thing  they  want  is  to  have  every 
bank  in  every  town  selling  their 
wares.  Wright  Patman  is  sym- 
pathetic to  them  and  so  are  some 
members  of  his  committee. 

It  remains  to  be  seen  whether 
the  generally  pro-banker  Admin- 
istration bill  or  the  more  anti- 
banker  Patman  bill  will  be  passed. 
In  either  case,  however,  the  bank- 
ers can  breath  easier.  No  matter 
which  bill  passes,  the  takeover 
trend  in  their  business  is  almost 
certainly  over.  ■ 


Charls    E.    Walker 


FORBES,  JUNE  1,  1969 


59 


Faces  Behind  the  Figures 


Robert  A.  Brooks 


Bus'inessman-Poei 

How  does  a  poet  become  a  Penta- 
gon official  and  then  president  of  a 
leading  management  consulting 
firm?  x\sk  Robert  A.  Brooks,  48, 
the  new  head  of  Boston's  Har- 
bridge  House,  Inc.  A  Harvard 
Ph.D.  who  went  on  to  become  a 
Harvard  classics  instructor  and  a 
Greek  and  Latin  translator,  Brooks 
saw  little  future  in  Roman  litera- 
ture. So  he  joined  Harbridge  House, 
just  formed  by  several  Har\ard 
Business  School  faculty  members, 
and  worked  on  several  of  the  early 
training  and  procurement  manuals 
for  the  Department  of  Defense. 

This  soon  made  Brooks  such  an 
authority  that  in  1965  the  Johnson 
Administration  made  him  Assistant 
Secretary  of  the  Anny  (for  Instal- 
lation and  Logistics),  though  he 
still  wrote  a  little  poetry  and  trans- 
lated an  occasional  classic. 

With  the  change  in  national  ad- 
ministrations. Brooks  made  a  bee- 
line  back  to  Harbridge  House.  "I 
was  offered  several  other  positions," 
he  says.  "But  I  think  that  this  is 
where  the  action  ,s." 

He  hopes  to  expand  the  business 
of  Harbridge  House,  some  30%  of 
whose  annual  $7.5  million  in  fees 
still  comes  from  the  Department 
of  Defense,  though  the  bulk  is  now 
from  clients  like  \'olkswagen,  RCA 
and  Raytheon.  Will  he  keep  writing 
poetry?  "I've  been  in  Jlic  New 
Yorker,"  he  says  proudly,  and  I'd 
like  to  be  there  again."  ■ 


To  Fight  Another  Day 

Fi\K  YEARS  .\co  Louis  H.  Oppen- 
heim  was  forced  to  make  a  decision 
distasteful  to  any  Kaiser  Industries 
veteran.  Oppenheim,  a  56-year-old 
Uni\'ersity  of  California-trained 
civil  engineer,  had  been  in  charge 
of  domestic  operations  for  Kaiser 
Engineers,  the  company's  big. 
($269-million  revenues)  construc- 
tion division.  Kaiser  Engineers 
was  in  trouble.  Hundred-year 
floods,  poor  soil  conditions,  trucu- 
lent clients  and  (in  one  case)  bad 
management  had  conspired  to 
dump  the  Engineers  $30  million 
into  the  red  on  seven  difi^erent 
projects  around  the  world  in  one 
18-month  span.  Oppenheim  was 
brought  in  as  general  manager  to 
save  the  day.  His  strategy?  Despite 
Kaisers  damn-the-torpedoes  tradi- 
tion, he  decided  to  retreat. 

He  retreated  because  he  saw  no 
other  way  around  the  problems 
now  facing  big  international  con- 
tractors on  dams,  harbors  and  simi- 
lar public  works  projects.  The  jobs 
ha\'e  gotten  so  big  that  public 
officials  run  very  scared.  "There 
has  been  an  increasing  trend  to 
make  the  contractor  responsible  for 
anything  and  everything,"  he  says. 
Contractors,  he  complains,  get  only 
flimsy  prebid  information:  "They 
hand  you  some  core  holes  and  say, 
Tt's  up  to  you  to  interpret  them; 
we  take  no  responsibilit> .'  " 

Further,  he  says,  clients  are  be- 
coming "increasingly  severe"  when 
it  comes  to  interpreting  legal  and 
technical  contractual  obligations — 
a  polite  way  of  saying  that  Kaiser 
Engineers  has  been  left  holding  the 
bag  several  times.  On  the  Dead 
Sea  dikes  in  Israel  and  on  hydro- 
electric products  in  Greece  and 
\'enezuela,  it  will  spend  >ears  in 
court  fighting  ofi:  damage  claims 
and  trying  to  recover  its  fees. 

To  counter  these  threats,  Oppen- 
heim all  but  ceased  doing  public- 
works  construction  v/ith  fixed-fee 
bidding.  Some  countries  were  put 
on  the  black  list.  "I  don't  think  we'll 
be  building  any  more  dikes  in  the 
Dead  Sea,"  comments  Oppenheim. 
That  left  the  Engineers  with  a  much 
narrower  market,  mainly  industrial 
work  that  could  be  done  on  a  safer 
negotiated-fee  basis. 

Predictably,  the  Engineers'  back- 
log fell.  In  fact,  it  fell  from  $820 
million  in  1963  to  $593  million  at 


the  start  of  1968.  Oppenheim,  how- 
ever, remained  cool  and  optimistic. 
His  profits  recovered  in  1966  and 
1067,  but  slipped  by  10%  again  last 
year  to  $7.4  million  on  revenues 
of  $269  million — one  reason  the 
parent  company's  profits  fell  from 
S38.9  million  to  $35  million. 

In  the  last  two  months,  however, 
the  Engineers'  order  backlog  has 
soared  to  a  record  $1.1  billion.  All 
the  increase  is  in  negotiated  fee 
jobs,  largely  from  steel  and  alu- 
minum clients.  The  big  jump  won  t 
do  much  for  revenues  and  profits 
in  1969,  but  in  1970  and  beyond 
they  should  come  on  strong. 

And  what  of  Oppenheim?  Last 
month  he  was  promoted  to  one  of 
the  two  executive  vice  presidencies 
of  the  parent  company.  His  stra- 
tegic retreat,  distasteful  and  risky 
though  it  was,  has  earned  him  a 
spot  on  the  Kaiser  ladder  just  be- 
low President  Eugene  Trefethen 
and  Edgar  Kaiser  himself.  ■ 


Louis  H.  Oppenheim 
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With  a  Utile  Bit  o'  Luck 

Ix  the  4)2  years  since  Zambia 
emerged  from  what  was  once 
Northem  Rhodesia,  few  copper  ex- 
ecutives have  faced  more  difficult 
and  dehcate  problems  than  Sir 
Ronald  Prain,  61,  chairman  of  Zam- 
bia's great  U.S. -controlled  Roan 
Selection  Tnist.  The  cold  war  be- 
tween Zambia  and  Rhodesia,  which 
disrupted  RST's  vital  coal  supplies 
and  threatened  its  access  to  mar- 
kets, would  have  been  trouble 
enough.  Hut  Prain  has  also  had  to 
cope  with  the  increasingly  restric- 
tive policies  of  the  Zambian  go\- 
enimcnt. 

Zambia,  for  instance,  never  got 
uround  to  revising  the  agreements, 
dating  from  colonial  da>s,  which 
based  RST's  royalties  on  the  spec- 
ulative London  Metal  Exchange 
price,  through  talks  arc  finally  get- 
ting under  way.  In  1966  it  added 
an  export  tax.  also  based  on  the 
LME  price;  and  this,  added  to 
Zambia's  45^  income  tax,  raised 
the  government  take  from  44?  of 
operating  profits  in  fiscal  1964 
(ended  June  30)  when  Zambia 
was  still  a  colony  to  well  over  TO'i 
in  1968.  More  recently,  Zambia 
limited  RST's  dividends  to  .50'?  of 
after-tax  profits,  and,  by  apparently 
further  restricting  investment  out- 
side the  country,  forced  RST  into 


a  minority  position  in  its  promising 
copper-nickel  concession  in  Bots- 
wana. And  only  last  month  it  an- 
nounced it  was  going  to  acquire 
some  prospecting  areas  not  yet  be- 
ing developed  by  Zambia's  copper 
producers. 

Even  so,  Prain  has  neatly  ad- 
justed RST's  interests  to  those  of 
Zambia,  whether  by  making  do 
with  substandard  Zambian  coal  or 
by  shifting  RST's  pricing  from  the 
producers'  to  the  LME  price.  The 
results  to  date  have  been  specta- 
cular. Since  1964  RST's  net  has 
risen  207%  (to  $51  million)  on  a 
112?  sales  gain  (to  $352  million). 
The  upsurge  is  continuing:  First- 
half  1969  profits  rose  another  20%. 

Yet  RST  could  hardly  have  done 
badly.  The  rise  in  its  costs  and 
taxes  were  more  than  offset  by  the 
increase  in  copper  prices,  and,  de- 
.spite  all  predictions  to  the  contrary, 
the  LME  price  has  continued  to 
ride  high.  "If  demand  continue.s — 
and  there  are  no  present  indica- 
tions of  its  relaxing,"  Prain  says 
cheerfully,  "we  can  expect  the 
price  of  copper  to  remain  fairly 
buoyant."  Better  still,  a  few  weeks 
ago  Prain  announced  that  RST's 
copper-nickel  reserves  in  Botswana 
were  substantially  larger  and  richer 
than  first  estimated. 

Clearly,  it's  better  to  be  both 
smart  and  lucky.  ■ 


Two  Kinds  of  Dollars 

On  p.apek,  H.  Ross  Perot's  com- 
pany. Electronic  Data  Systems,  has 
a  stock  market  value  ol  $597  mil- 
lion. Collins  Radio  has  a  stock  mar- 
ket value  of  only  $166  million.  So 
what  was  the  problem  when  Elec- 
tronic Data  tried  taking  over  Col- 
lins with  an  offer  that  was  theore- 
tically worth  30'?  more  than  Col- 
lins" recent  market  price?  Simply 
this:  Some  big  Collins  stockholders 
felt  that  their  $166  million  might 
be  worth  more  in  real  money  than 
EDS'  $597  million.  They  have  a 
point:  For  the  last  nine  months, 
Collins'  earnings  were  $8.3  million 
t».  $2  million  for  EDS. 

What  made  EDS  worth  300 
times  earnings  vs.  12  times  for  Col- 
lins? One  reason:  91%  of  EDS  stock 
is  held  by  Perot  and  his  board; 
the  high  price  of  the  stock  is 
based  on  a  small  float  and  on  very 
little  trading.  Collins'  price  was  es- 
tablished in  a  real  auction  market. 


In  short,  EDS'  dollars  weren't  the 
same  kind  of  dollars  as  Collins'.  No 
deal,  safd  some  big  Collins  stock- 
holders; we'd  rather  hold  Collins 
at  12  times  earnings  than  EDS 
at  300  times  earnings.  Bowing  to 
this    triumph    of   logic   over   arith- 


metic, Perot  last  month  withdrew 
his  deal.  "It  wasn't  one  of  my  best 
ideas,"  he  concedes,  adding:  "I 
have  no  plans  for  further  acquisi- 
tions." But  with  his  stock  worth  so 
much — at  least  on  paper — can  he 
resist  the  urge  to  use  it  again?  ■ 


H.  Ross  Perot 
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The  Money  Men 


Ice  Stocks  in  the  Winter? 


Leo   Model 


A  FEW  MONTHS  after  Leo  Model 
arrived  in  New  York  in  1940,  a 
heavily-accented,  35-year-old  refu- 
gee from  Hitler's  German)',  he 
managed  to  line  up  lunch  with  a 
top  U.S.  investment  banker.  Model 
had  been  in  investments  in  his 
native  Frankfurt  (and  in  Amster- 
dam), and  hoped  to  start  afresh 
here,  tliougli  tlie  securities  business 
was  at  a  low  eljb  and  he  had  few 
U.S.  contracts.  Model  remembers: 
"Before  we  got  to  the  dessert  the 
banker  was  calling  me  'Leo'.  I 
couldn't  wait  to  get  back  and  tell 
my  partner.  My  partner  just  .smiled. 
'I'll  tell  \ou,  Leo,  everybody  calls 
everybody  by  first  names  here.' 
That's  how  innocent  I  was." 

Leo  Model,  now  a  trim,  soft- 
spoken  man  of  64,  still  has  the 
German  accent  but  he's  no  longer 
innocent  of  American  customs.  His 
Model,  Roland  &  Co.  is  a  medium- 
sized  investment  banking  firm.  The 


capital  that  Model  brought  o\er 
from  Germany  has  blossomed  into 
a  personal  fortune  in  excess  of  $25 
million.  The  walls  of  his  mid-Man- 
hattan apartment  are  hung  with 
Renoirs,  Modiglianis,  Mondrians. 
Although  his  formal  education 
ended  at  15,  he  feels  vei\'  much  at 
home  in  New  York  intellectual  and 
artistic  circles  and  has  written  for 
the  scholarly  magazine  Foreign 
Affairs. 

Actually,  however,  it  wasn't  be- 
coming Americanized  that  made 
Model  rich  and  respected  on  Wall 
Street.  It  was  his  continuing  to 
think  like  a  European. 

What  we  mean  is  this:  .American 
in\estors  and  money  men  tend  to 
be  numbers-minded  and  news- 
minded.  They  want  to  know  where 
earnings  are  going  ne.\t  quarter. 
\\'hether  favorable  corporate  de- 
velopments, new  products,  merg- 
ers or  splits  are  in  the  offing.  Euro- 


peans, the  traditional  ones  at  least, 
tend  to  look  at  the  bigger  picture. 
Where  does  this  company  fit  into 
Social,  political  and  economic 
trends?  John  Maynard  Keynes, 
visiting  Wall  Street  in  the  Thirties, 
was  surprised  to  find  that  Ameri- 
cans bought  ice  and  soft  drink 
stocks  in  the  spring  if  they  ex- 
pected a  hot  summer.  Like  Key- 
nes, Model  would  have  been  more 
interested  in  the  technology  of 
mechanical  refrigeration  and  long- 
range  changes  in  the  drinking 
habits  of  the  natives.  If  he  bought 
ice  stocksj  it  would  have  been  in 
the  cool  weather,  not  the  hot. 

And  that  is  almost  precisely 
what  Model  did.  In  1940  he 
looked  at  the  debris  of  the  public 
utility  holding  companies.  Howard 
Hopson,  architect  of  Associated  Gas 
h  Electric,  was  in  jail.  The  New 
Deal  had  outlawed  the  holding 
coiupanies.  The\'  were  being 
broken  up,  but  nobody  wanted 
the  pieces.  The  news  was  bad.  The 
numbers  were  bad. 

Model,  with  all  of  the  mone\' 
he  could  scrape  up  from  a  hand- 
ful of  clients,  bought  AG&E  pre- 
ferred stocks.  At  that  time  AG&E 
preferreds  were  selling  at  $2  and  $3 
a  share,  against  a  par  \alue  of  $100 
and  another  $100  in  arrearages 
"People  asked  me,  'How  can  you 
touch  it;  the  president  is  in  jail?' 
I  answered,  'This  is  exactly  why  I 
am  bu\'ing  it.  It's  in  the  hands  of 
trustees  and  noic  I  can  trust  the 
figures.' "  The  share  for  which 
Model  and  friends  paid  $2  to  $3 
each  a  share  ended  up  worth  $50. 

After  World  War  II,  Model  de- 
cided Europe  might  be  a  good 
place  to  in\est.  European  stocks 
were  going  begging.  Nearly  every- 
one was  saying  that  Western  Eu- 
rope was  on  the  permanent  dole. 
Model  didn't  agree.  "They  had  lost 
their  money  but  not  their  knowl- 
edge and  skilled  labor.  When  I 
approached  other  houses  with  the 
idea  for  a  fund  to  invest  in  Euro- 
pean stocks,  they  told  me  to  come 
back  in  ten  years."  Instead,  Model 
bought  shares  of  Philip.s'  Lamp, 
Unile\er  and  German  chemica 
stocks.  He  and  his  clients  niadf 
a  good  deal  of  money.  Model  alsc ' 
revived  his  prewai'  contacts  will 
the  Roth.schild  interests.  As  a  resul  ■, 
Model  was  on  the  ground  floo  ' 
when  big  European  companies  be  | 
gan  to  come  to  the  U.S.  for  equit; ! 
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capital.  In  1953  and  again  in  1957 
he  helped  raise  large  amounts  of 
mone>  in  the  U.S.  market  for  Royal 
Dutch  Shell.  Prestigious  Morgan, 
Stanle>  headed  the  underwriters 
but  it  is  no  secret  that  Model, 
Roland  played  a  key  role.  In  1957 
Model  helped  sell  Joe  Hirschhom's 
uranium  interests  to  Britain's  Rio 
Tinto  for  SIOO  million. 

More  recentK'  Model  has  been 
going  in  for  merger  work.  He  par- 
ticipated in  negotiations  of  the 
proposed  acquisition  of  Hartford 
Fire  Insurance  by  International 
Telephone  &  Telegraph.  Hart- 
ford attracted  Model  as  an  invest- 
ment in  earl\  1968.  He  went 
on  the  board  after  a  group  of  his 
U.S.  and  European  clients  picked 
up  1  million  .shares  of  Hartford, 
about  4.5%  of  the  outstanding 
amount,  in  the  low  20s. 

If  the  merger  goes  through, 
Model  and  his  friends  will  end  up 
with  ITT  securities  worth  approxi- 
mateh  $68  million,  a  gain  of 
nearK  200%  in  one  \ear.  But  even 
now  with  the  deal  in  jeopardy, 
the>'  have  doubled  their  money. 

We  steered  the  conversation 
around  to  how  Model  picks  bad 
stocks,  such  as  Hartford,  that  are 
going  to  become  good  ones. 

"You  haNe  to  find  out  icliij  an 
industry  or  a  compan>'  looks  bad, " 
he  said.  "Then  you  can  weigh, 
decide  whether  it's  a  bargain  or 
whether  the  low  price  is  really 
justified.  That  is,  you  have  to  dis- 
tinguish between  cause  and  effect. 

"Here  were  the  fire  and  ca- 
sualty stocks  a  few  years  back 
selling  at  60%  of  asset  value.  Yet 
inflation  and  technological  change, 
in  the  long  run,  work  for  them, 
because  as  values  increase,  so  must 
'their  insurance  coverage. 

"And  here  was  Hartford,  selling 
at  20  to  23  with  a  book  value  of 
S35;  insurance  increasing  10%  to 
12%  a  year — a  conseiAative  reserve 
policy.  With  a  stock  like  this  you 
don't  worry  much   about  timing." 

We  asked  for  other  examples  of 
industries  that  looked  bad  but 
really  were  good  buys.  He  an- 
swered by  generalizing. 

"If  a  certain  industry  makes  a 
wrong  judgment  about  how  fast 
demand  will  develop,  it  overex- 
pands.  Its  earnings  drop.  Before 
this  expansion  a  company  earned, 
say,  $1  a  share  and  sold  at  30 
times  earnings.  Now  the  earnings 
drop  to  80  cents   a   share — down 


20% — but  the  public  gets  disgusted, 
the  stock  drops  to  15,  down  50%. 

"I  take  a  careful  look  at  situa- 
tions like  this.  I  ask,  how  long 
will  it  take  to  absorb  the  extra 
capacity?  Two  \ears?  Then  I  de- 
cide whether  I  like  the  industry. 

"Next  I  look  to  see  who  is  the 
lowest-cost  producer.  I  start  to  buy 
the  stock  at  least  one  year  before 
the  signs  of  improvement." 

Would  \ou  be  describing  the 
steel  industry  today,  we  asked? 

"No,  probably  not.  The  recovery 
prospects  here  are  limited.  Steel 
has  too  high  a  labor  content,  and 
the  wage  differential  between  here 
and  Japan  and  Europe  is  too  great. 
Imports  are  too  strong.  Oh,  I  can 
see  some  modest  recovery  here, 
but  not  on  the  order  of  50%,  say." 

What  industry,  then?  we  asked. 

"If  you  take  the  long  view,  per- 
haps the  railroads.  Especially  rail- 
roads that  own  a  good  deal  of 
land.  Whole  new  towns  are  going 
to  be  built.  Foreign  trade  is  going 
to  grow.  All  this  means  the  move- 
ment of  goods.  You  can't  go  on 
building  highways  forever.  I  even 
see  a  future  for  rail  commuter 
transportation  again  some  day." 

We  asked  if  he  wasn't  worried 
about  all  the  .speculation  today.  He 
said,  yes  and  again  no. 

"There's  no  question  that  this 
performance  business  is  exagger- 
ated today.  But  if  I  sell  my  long- 
term  holdings — I'm  not  talking 
about  the  relative  handful  of  spec- 
ulative *  commitments — what  are 
the  alternatives?  Oh  yes,  if  I'm 
uncertain,  I  sell  a  few  stocks 
just  to  prove  I'm  still  alive.  Or 
I'll  sell  an  individual  stock  if  I 
think  it  has  risen  to  a  ridiculous 
price /earnings  ratio,  but  these 
switches  don't  amount  to  much. 
I  generally  stay  75%  to  85%  in- 
vested even  when  I'm  worried." 

As  we  prepared  to  leave,  Model 
remarked  he  didn't  think  he  was 
the  best  person  to  ask  about  the 
stock  market.  "I'm  not  a  market 
operator.  I  don't  like  to  trade.  I 
only  buy  what  I  am  convinced  are 
almost  sure  things." 

He  reflected  a  moment  and  then 
said  something  shrewd,  almost  pro- 
found: "The  trouble  with  playing 
the  stock  market  is  that  every  day 
you  read  in  the  paper  how  dumb 
or  how  smart  you  are.  That's  the 
wrong  attitude.  Sometimes  you 
have  to  be  dumb  for  awhile  in  or- 
der to  be  smart  later  on."  ■ 
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5.38 

. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 
HERE'S  HOW: 

1.  Open  a  Maxi  Matic  passbook  savings  account  at 
Coast!  Compounded  daily,  your  savings  earn  5.13% 
if  held  one  year  at  current  annual  rate  of  5%. 

L,  All  multiples  of  $1000  can  be  automatically 
transferred  into  a  maximum  earning  Bonus  Account. 
If  held  for  36  months,  these  funds  earn  a  .25% 
bonus,  resulting  in  earnings  of  5.38%  per  year. 
When  you  withdraw  your  money  — in  $1000  multiples 
—  you  receive  all  regular  interest  due,  while  the 
balance  of  your  account  still  qualifies  for  the  bonus. 
Regular  earnings  on  your  bonus  account  are  trans- 
ferred to  your  passbook,  and  continue  to  earn  the 
same  effective  yearly  rate  of  5.13%. 

•  SAVE  BY  MAIL  — We  process  promptly  and  pay  air 
mail  postage  both  ways. 

•  All  funds  received  by  the  10th  earn  from  the  Isf, 
thereafter  from  date  of  receipt. 

•  Earnings   paid  to  date  of  withdrawal, 
with  NO  MINIMUM  QUALIFYING  PERIOD  U  \u(,\mn  £| 
NECESSARY!  '    i":>uiuu,| 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  9-194A2 

Coast  Federal  Savings  and  Loan  Association, 
9th  &  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $ . 

□  Individual  Account  D   Joint  Account 

□  Here  is  my  passbook.  Please  transfer  my 
account. 

D  Please  send  full  information  on  Maxi-Matic. 
Name  (s) . . 

Address . 

. Zip — 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  121 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
June  13,  1969  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  29,  1969. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  May  7,  1969 
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If  you  want  to  make  money 
in  department  store  stocks, 

can  anybody  help 

you  with  your  shopping 

better  than  Bache? 


Which  department  store  stocks  are  headed  "up"  on  the 
business  escalator?  Which  are  gathering  dust  in  the  basement? 

Come  in  and  talk  to  us.  We'll  help  you  take  stock  of 
department  store  stocks.  Our  102-man  Research  Department 
has  specialists  who  know  department  store  operations  from 
merchandising  techniques  to  suburban  branch  openings.  We  can 
pinpoint  those  companies  that  appear  to  be  in  the  best  position 
to  make  money  for  you. 

And  if  department  stores  don't  seem  right  for 
you,  we'll  say  so.  Instead,  we  may  suggest  other 
stocks.  Or  bonds.  Or  mutual  funds.  You  see,  we're 
involved— deeply— in  all  areas  of  investing.  And 
we  have  no  axe  to  grind. 

We  feel  that  investing  is  a  personal 
matter.  And  investments  should  fit 
individual  goals.  After  all,  it's  your  money. 
Our  job  is  to  help  you  make  more. 


We  don't  think  anyone  does  the  job  better 

Bache  can  help  you  with  your  shopping. 
For  the  address  and  telephone  number  of  our  office 
nearest  you,  simply  call  800-243-1890  at  no  charge. 
(In  Connecticut,  call  853-3600  collect.) 

Bache  &  Co. 

Incorporated 

Members:  All  Leading  Exchanges  •  Founded  1879 

36  Wall  street,  New  York,  N.Y.  10005 
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Composed  of  ihe  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
^Depf.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


MAR 128.3 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

JAN 136.8 

FEB 137.5 

MAR 139.0 

APR.  (pre!.).  139.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  Income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Time  To  Tether  Optimism 


Several  months  ahead  of  the  sched- 
ule outlined  in  this  column,  the  stock 
market  has  been  putting  on  a  per- 
foimance  highly  pleasing  to  the  bulls. 
Speculative  enthusiasm  has  revived  to 
a  point  where  the  volume  of  trading 
on  the  American  Stock  Exchange  has 
risen  significantly,  and  the  fresh  de- 
mand for  blue  chips  has  lifted  the  DJI 
back  to  an  area  where  even  the  rec- 
ord peak  of  1001.11  (intraday)  soon 
could  be  threatened. 

I  will  not  guess  just  how  long  the 
rise  will  last  or  how  far  it  will  go. 
There  are  some  unmeasurable  psycho- 
logical influences;  and  when  people 
are  making  money  so  fast  in  sensa- 
tional stocks,  cupidity  is  nourished. 
But  it  seems  to  me  that  prudent  people 
should  begin  to  tether  their  optimism. 

To  some  extent,  the  change  in  sen- 
timent is  based  on  the  hope  of  sudden 
rather  than  gradual  peace — and  ac- 
tually this  war  in  \'ietnam  is  much 
more  hkely  to  fade  out  than  to  flash 
out.  More  importantly,  I  suspect,  it  is 
i  based  on  the  idea  that  the  Adminis- 
tration's efforts  to  control  inflation  are 
doomed  to  failure.  The  bearish  case, 
i>v  the  case  for  stock-market  caution, 

Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.   E.   Hutton   &  Co. 


became  shopworn  along  in  April. 
After  the  middle  of  March  it  lost  its 
power  to  depress  prices.  A  market 
that  won't  go  down,  sooner  or  later 
goes  up.  There  was  a  lot  of  m.oney 
around,  even  though  the  cash  hold- 
ings of .  the  mutual  funds  through 
some  mistake  (could  it  be  a  compu- 
ter's fault?)  was  overestimated  by  a 
cool  billion. 

Stocks  are  not  as  cheap  as  they 
were  in  late  February  or  early  March, 
and  some  of  them  are  higher  than 
they  have  ever  been.  There  is  begin- 
ning to  be  evidence  of  really  hectic 
speculation  again.  All  this  is  in  the 
face  of  deteriorating  fundamentals  in 
the  economy.  The  delayed  effects  of 
disinflationary  policies  are  beginning 
to  loom,  are  bound  to  grow,  and  1 
think  will  be  apparent  to  everyone 
in  the  last  four  months  of  1969  and 
the  first  quarter  of  1970. 

The  monetary  restraints  of  the  past 
four  months  have  exceeded  all  re- 
strictive monetary  policies  of  the  past 
20  years  or  more.  The  Fed  has  in- 
creased the  rediscount  rate  to  6%,  a 
40-year  high.  The  total  money  stock, 
which  had  been  rising  at  rates  rang- 
ing from  8%  to  12%  in  the  previous 
two  years,  actually  declined  3%  in  the 


first  quarter.  This  is  the  first  time  in 
ten  years  that  total  money  stock  has 
actually  declined.  In  the  first  four 
months,  the  prime  rate  was  raised 
four  times  to  7/2%.  In  the  meLUitime,  the 
demand  of  business  for  funds  has  in- 
creased greatly  and  the  consumer  has 
increased  rather  than  decreased  his 
buying.  In  both  cases,  it  is  felt,  antic- 
ipation of  higher  prices  for  goods, 
commodities  and  services  has  been  an 
important  stimulus  of  the  demand. 

While  admitting  that  the  "bite"  of 
restrictive  monetary  policy  has  been 
delayed  by  popular  anticipation  of 
higher  and  higher  prices,  as  well  as 
by  the  inevitable  time  gap  between 
the  moves  which  have  been  taken 
and  their  physical  effect,  it  seems 
most  unrealistic  to  assume  that  this 
vast  and  sudden  decrease  in  money 
supply  will  leave  the  economy,  busi- 
ness activity,  earnings  and  the  stock 
market  unscathed.  A  new  high  for  the 
DJI  and  increased  speculation  in  the 
face  of  all  these  things  may  very 
ea.sily  be  proved  ill-timed  in  the  light 
of  subsequent  events. 

There  are  no  indications  that  the 
Administration  or  the  Fed  has  any 
intention  of  changing  present  policies. 
Indeed,  it  is  insisted  that  ininor  an- 
ticipated results  are  beginning  to  ap- 
pear and  that  these  indications  will 
snowball.  One  need  not  prejudge  the 
decisions  in  this  round  of  the  struggle 
between  inflation  and  disinflationary 
forces  to  conclude  that  a  less  aggres- 
sive buying  policy,  so  far  as  one's 
stock  investments  are  concerned,  is 
justified. 

Union  Pacific  (51),  like  most  of  the 
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OCCIDENTAL 
PETROLEUM 

After  2,150%  revenue  growth  in  just  3  years, 
where  does  this  unusual  stock  go  from  here? 


With  breath-taking  speed.  Occidental  Petro- 
leum has  roared  out  of  "nowhere"  to  be- 
come a  bona  fide  giant  in  international  oil. 
It  has  achieved  this  substantially  through 
its  spectacular  successes  in  Libya,  where  it 
has  discovered  six  oil  fields  with  estimated 
net  reserves  of  2.7  billion  barrels.  Produc- 
tion is  already  pushing  near  1  million  bar- 
rels   daily. 

While  its  Libyan  activity  may  be  the  more 
glamorous.  Occidental  also  has  extensive  oil 
interests  in  the  U.S.  and  Latin  America — 
both  onshore  and  offshore — plus  control  of 
more  than  4  million  acres  in  Canada.  In 
addition,  the  company  owns  38,000  acres 
on  Alaska's  North  Slope — close  by  the  fabu- 
lous Atlantic  Richfield-Humble  discovery  in 
Prudhoe   Bay. 

POWERFUL  EXPANDER 

Occidental  has  also  exhibited  powerful  ex- 
pansionist tendencies  in  non-petroleum  en- 
terprises.  For   example: 

■  It  has  joined  with  Holiday  Inns  to  de- 
velop a  chain  of  overseas  resort  hotels. 
The  first  is  to  open  this  summer  in 
Marrakech,  Morocco,  with  later  openings 
planned  for  Tangier,  Casablanca,  Tripoli, 
Tunis  and  Monaco.  Eventually,  this  odd 
couple  hopes  to  blanket  the  Mediterra- 
nean, Black  Sea  and  Riviera  with  their 
resorts. 

■  Last  year  Occidental  became  the  Number 
Three  coal  producer  in  the  U.S.  by  ab- 
sorbing Island  Creek  Coal  Company  and 
its  3  billion  tons  of  coal  reserves.  This 
is  a  healthy  venture  in  its  own  right, 
netting  an  estimated  $10  million  on  sales 
of  ISO  million  in  1968.  (Through  an- 
other subsidiary — Garrett  Research — Oc- 
cidental and  Island  Creek  are  working 
on  an  advanced  process  to  convert  coal 
into  gasoline  and  fuel  oil.  Success  in 
this  could  prove  a  mammoth  bonanza.) 

■  In  its  boldest  expansion  move  to  date, 
the  company  last  year  took  over  Hooker 
Chemical  thereby  adding  an  estimated 
400  miUion  in  revenues — with  very  at- 
tractive and  substantially  tax-sheltered 
net — to  its  overall  picture.  Hooker  is 
already  demonstrating  a  Midas  touch  not 
unlike  that  of  its  parent,  having  partici- 
pated in  a  big  new  sulphur  discovery  in 
Mexico. 

2,150»/o  REVENUE  GROWTH 

.Tust  a  few  years  ago,  Occidental  was  fairly 
small  potatoes.  But  as  a  result  of  its  ex- 
traordinary expansion  (partly  outlined 
above)  under  the  brilliant  hand  of  Dr. 
Armand  Hammer,  the  company's  revenues 
have  rocketed  from  less  than  S80  million  in 
1965  to  SI. 8  billion  last  year — a  phenomenal 
growth    of    2,150%. 

To  help  finance  this  soaring  expansion, 
Occidental  has  ended  up  with  a  somewhat 
lopsided  capitalization.  At  the  end  of  1%8 
it  had  long-term  debt  totalling  $553  million. 


plus  7.1  million  shares  of  convertible  pre- 
ferred stock  outstanding.  Strictly  speaking, 
of  the  company's  total  capitalization  of 
about  $1.3  billion,  only  $76  million  can  be 
regarded  as  common  equity.  This  gives 
the  stock  extremely  high  leverage.  But  since 
leverage  can  work  both  ways,  it  also  means 
that  almost  everything  must  break  right  for 
the  company  if  its  future  is  to  rival  its 
recent  past. 

THE  BIG  QUESTIONS 

For  investors  who  now  own  or  seek  to 
profit  in  Occidental  Petroleum,  these  are 
among  the  key  questions  which  we  believe 
will  largely  determine  where  this  dynamic 
stock  is  likely  to  go  from  here: 

1)  What  is  the  likelihood  that  Occidental 
will  be  permitted  to  refine  and  market 
its  Libyan  crude  in  the  U.S.  and  thus 
reduce  its  potentially  dangerous  depen- 
dence on  European  markets? 

2)  What  are  the  stock's  earnings  expecta- 
tions in  1969  compared  with  the  $2.34 
per  share  in  1968? 

3)  What  would  per-share  earnings  be  on  a 
fully  diluted  basis  (if  all  preferred  were 
converted  to  common)? 

4)  To  what  extent  is  this  burgeoning  com- 
pany still  dependent  on  the  management 
skills  of  one  man.  Dr.  Armand  Hammer? 

5)  Has  the  stock's  price  skid  from  its  high 
of  55  in  1968  about  come  to  an  end. 
or  does  further  erosion  appear  in  store 
before  a  major  reversal  can  get  under- 
way? 

Perhaps  most  importantly — taking  careful  ac- 
count of  the  foregoing  as  well  as  the  stock's 
technical  position — what  are  HOLT'S  specific 
projections  of  the  stock's  probable  price  level 
for  the  near  term  and  its  potential  over  the 
longer  term? 

TIMING  MECHANISM 

In  a  broad-range  and  deeply  penetrating 
Research  Report  on  Occidental  Petroleum 
— which  may  hold  some  surprises  even  for 
the  most  knowledgeable— THE  HOLT  IN- 
VESTMENT ADVISORY  (a)  carefuUy 
probes  each  of  the  foregoing  and  other  key 
questions,  (b)  analyzes  the  risks  we  see  in 
this  special-nature  issue,  (c)  suggests  an 
explicit  timing  mechanism  for  investors  con- 
templating the  purchase  of  the  stock,  and 
(d)  presents  our  straight-forward  estimate 
of  Occidental's  market  price  potential  in 
the  period  immediately  aihead  and  beyond. 
Vou  can  receive  this  complete  and  highly 
revealing  Research  Report  on  Occidental 
Petroleum— as  a  SPECIAL  BONUS— with 
your  Guest  Subscription  to  THE  HOLT 
INVESTMENT  ADVISORY  ...  the  truly 
professional  service  for  the  private  investor. 
To  accept  this  special  (over  50%  off)  intro- 
ductory offer — hmited  to  new  Guest  Sub- 
scribers only — use  the  coupon  below. 


THE 


MM 


INVESTMENT  ADVISORY 


305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  me  complete  Research  Report  on  Occidental  Petroleum— as  a  BONUS— with  my 
six-week  (three-issue)  Guest  SubscripUon  to  THE  HOLT  INVESTMENT  ADVISORY. 
My  $5  remittance  is  enclosed. 


Name. 


Address- 


Cify 

(This  subscription  not  assignable  without  your  consent.) 
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rails,  has  not  participated  to  any  great 
extent  in  the  rise  in  stocks.  UP  sold 
as  high  as  63X  this  year.  It  represents 
ownership  in  perhaps  the  world's  best 
railroad  as  well  as  in  very  large  non- 
raihoad  assets  in  the  form  of  oil,  other 
minerals,  forests  and  land.  The  shares 
will  shortly  be  exchanged  for  shares 
of^a  new  holding  company.  The  stock 
appears  to  be  an  outstanding  value. 

Desirable   Holdings 

Philips  Lamp  of  Holland  (20)  re- 
cently paid  a  10%  stock  dividend  and 
then  spht  the  shares  2J2-for-l.  In  ef- 
fect this  is  a  2.75-for-l  split.  The 
shares  of  North  American  Philips  (42), 
which  the  Holland  company  controls, 
continue  to  look  hke  a  desirable  hold- 
ing. North  American  Philips  is  a 
$500-million  (sales)  industrial  complex 
with  a  high  electronic  flavor. 

McCuUoch  Oil  (60)  has  advanced 
on  a  "showing"  of  oil  in  an  explora- 
tory well  on  a  large  tract  on  the  Alas- 
kan Arctic  Slope.  The  importance  of 
this  remains  to  be  proved.  I  continue 
to  think  of  this  company  as  a  fast- 
growing  real-estate  enterprise  (Lake 
Havashu  and  Fountain  Hills  in  Ariz- 
ona ) ,  with  oil  as  frosting  on  the  cake. 
Earnings  of  the  real-estate  operations 
have  been  increasing  at  the  annual 
compounded  rate  of  better  than  30% 
and  probably  will  grow  even  faster 
as  Fountain  Hills  is  developed. 

Federal  National  Mortgage  (218), 
sometimes  called  "Fanny  Mae,"  ap- 
peals to  me  as  a  highly  leveraged 
beneficiary  of  high  interest  rates.  At 
the  end  of  last  year  it  had  1.4  million 
shares  issued,  with  all  the  former  pre- 
ferred retired.  There  was  a  debt  of 
approximately  $6.7  bilhon,  at  the  end 
of  1968,  ahead  of  the  common  and 
the  company  owned  $6.9  billion  of 
mortgages  guaranteed  either  by  the 
FHA  or  the  VA.  This  is  a  stock  with 
which  the  investment  public  is  likely 
to  become  much  more  impressed.  The 
change  in  the  company's  status  from 
a  "public"  corporation  bothered  by 
"constraints  imposed  by  the  Federal 
budget"  to  a  "private"  status  gives 
management  flexibility.  A  split  and 
subsequent  hsting  would  be  logical. 

One  reason  for  the  baclavardness 
of  the  aerospace  shares  appears  to  be 
sometliing  of  an  intuition  that  the 
Nixon  Administration  ma\'  be  suc- 
cessful in  coming  to  some  kind  of 
armament  reduction  agreement  with 
the  Soviets.  Another,  of  course,  is  the 
continued  unsatisfactory  earnings  of 
the  airlines  in  spite  of  rising  traffic. 
.  .  .  I  continue  to  like  Colgate  (51) 
as  a  conservative  investment  stock. 
...  As  a  longer-range  speculation,  de- 
pressed Gulf  Resources  (18),  which 
owns  Bunker  Hill  &  Sullivan,  looks 
like  a  good  stock  to  own.  ■ 
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When  was  the  last 

time  you  bought 

a  suit  of  clothes 

over  the 

phone? 


Probably  never  ...  but  how  many 
times  have  you  bought  a  stock  with- 
out really  "seeing"  it? 

Usually  when  a  man  buys  a 
suit  he  likes  to  "see"  what  he  is  get- 
ting and  how  it  fits. 

Yet  many  investors  buy  or 
sell  or  continue  to  hold  stocks  with- 
out bothering  to  get  an  objective  ap- 
praisal of  their  value.  They  allow 
themselves  to  go  it  "blind",  because 
like  many  successful  men  they  think 
they  haven't  the  time  to  check  up  on 
or  evaluate  stocks  all  year  'round. 

Value  Line  is  an  investment 
advisory  service  that  makes  check- 
ing current  value  relatively  easy  and 
quick.  We  are  not  saying  that  'Value 
Line  can  make  you  rich  in  a  hurry. 
But  we  can  help  you  to  lessen  risk  by 
providing  systematic,  objective  eval- 
ulations  of  1400  widely-held  common 
stocks  the  year  'round.  We  can  in- 
crease your  probability  of  making 
profits.  We  can  help  you  to  "see"  on 
one  page— and  rather  quickly— a  bal- 
anced picture  of  each  of  the  1400 
stocks  covered  in  The  Value  Line  In- 
vestment Survey.  We  show  you  the 
evidence.  We  give  you  the  relative 
evaluation— unequivocally. 

Each  week,  Value  Line— alone  among 
investment  advisory  services— rates 
each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five 
groups  on  four  counts: 

I.The  stock's  probable  market 

performance  in  the  next  12 

months 

2.  Its  appreciation  potential  3  to 
5  years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
5  years)  


Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A-|-  to  C— 
for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Ex- 
change plus  about  300  on  the  Amer- 
ican Exchange  and  the  Over-the- 
Counter  markets. 

Value  Line  also  provides  you 
with  a  unique  method  to  determine 
if  a  particular  stock  suits  you ...  if  it  is 
tailored  to  your  investment  needs. 
The  way  in  which  Value  Line  enables 
you  to  determine  objectively  how 
suitable  a  particular  stock  is  for  you 
in  terms  of  your  personal  investment 
goals  is  by  assigning  an  index  num- 
ber to  each  of  the  four  weekly  rat- 
ings. By  weighting  the  four  index 
number^  to  accord  with  your  own 
goals,  you  can  gauge  how  suitable 
any  one  of  the  1400  stocks  is  for  you 
now. 

In  addition  to  the  weekly 
ratings  on  1400  stocks  covering  66 
industries.  Value  Line  publishes  a 


full-page  research  report  on  each 
stock  every  three  months— at  the  rate 
of  about  100  or  more  a  week.  Each 
report  includes  a  series  of  19  differ- 
ent columns  of  vital  information  for 
each  of  the  company's  last  15  years 
—  if  available.  Also  a  chart  of  the 
stock's  monthly  price  range  since 
1952,  a  concise  500-word  analysis 
of  the  company's  business  and  the 
latest  developments  and  other  valu- 
able information.  Supplementary  re- 
ports are  issued  between  quarterly 
reports  if  evidence  requires. 

If  you  want  to  "see"  what 
you  are  buying,  selling  or  holding 
among  the  1400  stocks  covered  by 
Value  Line,  just  fill  in  the  coupon 
below.  If,  for  any  reason.  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days 
and  your  money  will  be  refunded  in 
full  and  at  once.  You  may  receive 
Value  Line  for  the  term  you  check- 
one  year  for  $167,  three  months  for 
$44,  or  four  weeks  for  $5.  Each 
weekly  edition  consists  of  full-page 
reports  on  about  100  or  more  stocks 
and  analyses  of  their  industry  groups 
.  .  .  plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index  containing 
the  up-to-date  ratings  on  all  1400 
stocks  .  .  .  plus  the  8-page  Selection 
&  Opinion  editorial  section  .  .  .  plus 
the  monthly  Special  Report  on  "in- 
sider" transactions  and  the  quarterly 
Special  Report  on  mutual  fund  trans- 
actions issued  during  the  term  of 
your  subscription. 

BONUS.  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full- 
page  reports  on  all  1400  stocks  pub- 
lished prior  to  your  subscription. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who 
have  already  had  such  a  4-week  subscrip- 
tion within  the  past  6  months. 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service   for  $5.    I    enclose 
payment. 


D 


ONEYEAR-$167 

(52  EDITIONS) 

□  3-MONTH  TRIAL-$44 
(13  EDITIONS) 
Send  me  the  complete  service 
for  the  term  checked  plus— 
as  a  bonus— the  2-volume 
.Investors  Reference  Library 
consisting  of  Value  Line  sec- 
tions published  during  the  13 
weeks  preceding  start  of  this 
subscription. 

n  Payment  enclosed 
D  Bill  me 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return 
the  material  for  a  full  refund  under  your  money-back  guarantee. 


-Signature 


Name  (please  print) 


.AA16-35 


Address 


City  state  Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes. 

N.y.C.  residents,  please  add  5%  sales  tax;  other  N.Y.  State 

residents,  add  applicable  sales  tax.) 

(No  assignment  at  this  agreement  will  be  made 

without  subscriber's  consent.) 
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Published  by  Arnold  Bernhard  &  Co.,  Inc. 
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*Peisner 

Attacks  These 

Opinions: 

•  stocks  rise  most 
before  good  earnings 
report 

•  Institutions  use 
"insider  info"  to  buy 
ahead  of  public 


•ROBERT  PEISNER 

Accoiiiit  Executive 
with  a  New  York 
Stock  Exchange  mem- 
ber  firm. 


HOW  TO  SELECT 
RAPID  GROWTH  STOCKS 

EXPLAINS:  An  amazing  NEW  method  to  buy 
and  sell  growth  stocks  .  .  .  Where  to  find  growth 
information  is  completely  detailed  .  .  .  Describes 
exactly — to  the  very  day — when  to  buy  and  sell 
.  .  .  Mainly  New  York  and  American  Stock  Ex- 
change QUALITY  GROWTH  stocks  selected  .  .  . 
34  specific,  fully  detailed  examples  .  .  . 
Lecrn  how  to  select  a  growth  stock  in  3  min- 
utes .   .    .   160  pages. 

i^"""— —  MAIL  COUPON  TODAY  —  ' 

To— STOCK   FUNDAMENTALS   CO.    DEPT.   F-4 
P.O.    BOX    838,    BEVERLY    HILLS,    CALIF.    90213 

Enclosed  is  $ Send  me  copies 

of  HOW  TO  SELECT  RAPID  GROWTH   STOCKS  at 
$4.95  each  (U.S.  funds  only). 

Name  

Address    

City    

State  Zip 

Calif,   residents   add  25^  sales  tax  (5%) 
Tax  Deductible  for  Investors   Money  Back  Guarantee 


Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 

CompuStrength® 

Report 

Every  Wednesday,  the  ratio  of  the  closing 
price  of  each  NYSE  and  ASE  stock  is  taken 
against  its  moving  average  price  for  each  of 
the  trme  periods:  10,  20,  and  30  weeks.  K  a 
plus  percentage  results,  it  signifies  the  cur- 
rent price  is  above  its  moving  average  for 
that  period.  A  minus  percentage  shows  it  is 
below  its  moving  average.  The  higher  the 
plus  percentage,  the  stronger  the  stock;  the 
lower  the  percentage,  the  weaker  the  stock. 
In  the  same  fashion  COMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of 
each  NYSE  and  ASE  stock  for  10,  20.  and  30 
week  periods  and  then  gives  the  percentage 
by  which  the  current  Wednesday  closing 
volume  is  above  or  below  its  moving  aver- 
age. 

Special  Features 

COMPUSTRENGTH  lists  separately  the  25 
stocks  on  both  the  NYSE  and  ASE  which:  1, 
Have  the  highest  volume.  2.  The  strongest 
relative  strength.  3.  The  weakest  relative 
strength.  Each  for  10,  20,  30  weeks!  COMPU- 
STRENGTH also  marks  with  an  •  every 
stock  which  has  gone  from  a  minus  to  a  plus, 
or  a  plus  to  a  minus,  percentage. 

Special  Introductory  Offer 

Prove  to  yourself  that  this  levolutionary 
new  service  can  help  you  pinpoint  your  se- 
lection of  stocks  and  systematize  your  tim- 
ing. Try  our  special  introductory  subscrip- 
tion of  four  issues  and  explanation  sheet  for 
just  $20.00, 

Send  this  ad  and  check  with  your  name  and 
address  to: 

CHARTCRAFT,    INC.,    Dept,    F-1C9 
1  West  Ave.,  Larchmont,  N.Y.  10538 

N.Y.  State  Residents  Add  Applicable  Tax, 
N.Y.  City  Residents  Add  (>■;    Tax. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Brighter  Outlook 


It  is  an  old  Wall  Street  saying  that 
a  market  that  doesn't  want  to  go 
down  will  eventually  go  up.  This  is 
what  happened  last  month.  The  long 
stalemate  came  to  an  end  after  the 
market  had  shown  a  high  degree  of 
immunity  to  bad  news,  of  which  there 
was  plenty  in  April. 

Unfortunately,  a  bi-monthly  pub- 
lication does  not  lend  itself  to  ap- 
prising the  reader  instantaneously  of 
a  change  in  investment  thinking.  Al- 
though we  had  what  can  best  be 
described  as  a  buying  panic  at  the 
beginning  of  the  move,  I  doubt  that 
there  is  a  need  to  rush  headlong  into 
the  market.  There  will  always  be  set- 
backs that  can  be  used  to  complete 
a  buying  program. 

Two  factors  may  give  sustenance  to 
the  market:  First,  the  Paris  talks  seem 
to  be  reaching  a  slightly  more  flexible 
stage  where  unacceptable  proposals 
may  become  the  basis  for  fruitful  dis- 
cussion. Any  sign  of  a  possible  end 
to  the  Vietnamese  conflict  would  be 
bullish  indeed.  Second,  we  may  have 
seen  the  worst  of  the  credit  restraint. 
It  seems  that  the  brakes  to  slow  down 
the  tempo  of  business  are  beginning 
to  take  hold.  As  Wall  Street  was 
more  afraid  of  a  credit  crunch  than 
of  a  slower  rate  of  economic  growth, 
this  would  also  be  bullish.  I  don't 
expect  an  easing  of  credit  conditions, 
but  merely  no  further  tightening.  For 
a  market  that  seems  to  want  to  go 
up,  that's  probably  good  enough. 

As  the  big  institutional  investors 
are  gradually  putting  their  surplus 
cash  into  the  stock  market,  the  solid 
investment  stocks  which  are  still  sell- 
ing at  modest  earnings  multiples 
should  fare  well. 

Investment  Strategy 

There  are  various  ways  of  playing 
the  market.  Some  people  want  to 
strike  it  rich,  fast.  They  aim  at  capital 
gain  percentages  which  are  attainable 
only  if  you  are  either  playing  with 
marked  cards  or  are  very  lucky.  This 
is  not  a  dependable  way  to  make 
a  living  because  the  inevitable  losses 
eat  so  deeply  into  profits  that  the  end 
result  is  anything  but  assured. 

I  certainly  do  not  advocate  the 
opposite  extreme,  i.e.,  safety  first  in 
order  to  avoid  losses. 

Mr.  Biel  Is  a  partner  in  the  New  York  Stock 
Exchange   firm   of   Emanuel,   Deetjen   &   Co. 


That  method  won't  get  you  any- 
where, for  sure.  But  there  is  a  middle 
ground  where  one  takes  sensible  risks 
to  attain  realistic  profits.  This  way  you 
will  never  make  a  killing,  but  you 
won't  get  slaughtered  either.  Every- 
one has  to  decide  whether  he  wants 
to  be  a  swinger,  a  dyed-in-the-woo 
conservative,  or  an  investor.  | 

The  following  stock  comments  are! 
intended  for  investors:  General  Eleci 
trie  (96)  seems  to  be  emerging  from 
a  long,  troubled  period.   For  all  toti 
many  years  nothing  went  right.  Ail 
image,    blemished   by   antitrust   con| 
victions,  was  not  enhanced  by  a  lack| 
luster  profit   record.    Some   divisions 
especially  in  the  electronic  data  pro 
cessing  area,  were  eroding  tradition 
ally    high    profit   margins    elsewhere 
The  turn  appears  to  be  on  hand,  how 
ever,  just  as  it  came  at  long  last  t 
Sperry  Rand.  Wall  Street  expects  G'l 
to   earn   at   least   $4.30   a   share  thl| 
year  and  perhaps  as  much  as  $4.7^ 
to  $5  in   1970.  At  its  present  pric 
still  some  25  points  below  its   196 
high,  the  stock  sells  at  about  22  tinnj 
estimated  1969  earnings,  rather  at  tli 
end  of  its  historical  multiple.  i 

While   oil  stocks   as   a   group  p^ 
formed  very  well  this  year,  Union  Cj 
of  California  is  scraping  bottom, 
reason     for     UCL's    miserable    me 
ket  action  is  the  unfortunate  oil  leilj! 
of  a  new  well  drilled  by  the  coi 
pany   in   the   Santa   Barbara   chanr 
oft  California.   It  infuriated  all  Ca 
fornians  to  whom  Union  Oil  is  sellii 
its  products.  Presumably  the  geolo  ■ 
of  the  area  was  at  fault.  Maybe  t 
Federal  Government  should  not  lia 
sold  leases  in  this  particular  area.  V 
to  blame  it  ali  on  this  company  win 
misfortune  it  was  to  be  the  fall  p 
seems     grossly    unfair,    or    at    le 
greatly  exaggerated. 

Union  Oil  has  a  remarkably  g( 
record.   Its  merger  with   Pure  Oil 
1965  greatly  broadened  its  base  a 
enhanced   its  profitability  as  well 
its  potential.   The  Santa  Barbara 
cident,  regrettable  and  costly  as  it 
will  not  peiTnanently  damage  Un 
Oil's  image.  Meanwhile,  the  inve.'  I 
is  afforded  the  opportunity  to  bu;  i 
solid    stock    at   only    11    times    VJ 
earnings  which  are  estimated  at  ab  t 
$4.85  a  share.  The  stock  sold  as  h  J 
as  70  in  1968  and  at  64^  before 
aster  struck.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


False  Breakout? 


riARRiED  b\  a  two-week  wave  of 
nounting  demand,  the  major  stock- 
jrice  averages  last  month  broke 
hrough  the  top  of  the  trading  range 
vhere  they  had  been  fluctuating  since 
[anuary.  This  breakout  has  made  it 
?xtremely  tempting  to  believe  that  the 
)ver-all  price  mo\ement  is  again  em- 
barked on  a  bull  market,  especially 
;ince  a  look  at  the  chart  of  the  aver- 
ages conveys  the  impression  that  their 
ong-temi  uptrend  from  the  1966  bear 
narket  lows  can  now  remain  intact 
ind  vnll  soon  go  on  to  new  highs. 

In  past  years,  if  you  were  not 
)verly  concerned  with  close  timing, 
his  broad-gauge,  impressionistic  style 
)f  chart  reading  often  had  a  good 
leal  of  merit.  The  reason  is  that  it 
?ouId  rely  on  the  economy's  basic 
3ropensit>  for  long-term  growth,  re- 
nforced  bv  inflationary  stimulants  of 
)ne  kind  or  another.  It  could  count, 
00.  on  the  huge  rise  in  institutional 
nvestment  demand  for  common 
itocks,  which  generally  exceeded  ad- 
[litions  to  the  supply  and  thus  was  a 
fontinuing  source  of  great  basic  tech- 
nical strength  for  the  stock  market.  At 
present,  however,  these  bullish  ele- 
nents  seem  much  less  powerful  than 
hey  were,  for  example,  last  year,  and 
t  may  be  quite  .some  time  before  they 
II  regain  some  of  their  old  vigor. 

I  am  referring  here  not  primarily  to 
he  Administration  s  and  the  Federal 
Reserve's  efforts  to  curb  the  business 
oom  and  to  choke  inflationary  pres- 
lures  back  to  a  minimal,  tolerable 
Jvel.  Beyond  these  current  and  rela- 
ively  near-term  restraining  influences, 
lere  are  indications  that  the  econ- 
niy''S  next  expansion  phase  will  not 
enefit  from  the  same  strong  and 
ighly  profitable  stimulants  investors 
ave  learned  to  expect  from  past  ex- 
erience.  For  one  thing,  when  the 
me  comes  to  encourage  economic 
rowth  once  more,  the  money  man- 
gers almost  certainly  will  not  again 
astly  pump  up  the  money  supply,  as 
ley  did  in  the  first  half  of  1967  and 
le  second  half  of  1968,  to  forestall  a 
(cession  at  the  risk  of  unleashing  the 
ind  of  inflationary  trend  they  are  now 
^ting  to  subdue.  Unmistakably,  eco- 
prnic  and  political  thinking  no  longer 
livors  such  wide  and  rapid  changes  in 

Mr.    Schuiz    is    a    partner    in    the    New    York 
=cl(  Exchange  firm  of   WoUe   A   Co. 


the  nte  of  money  growth.  Investors 
might  therefore  be  wise  not  to  look 
for  a  flood  of  new  money  to  super- 
charge the  demand  for  common  stocks 
early  in  the  next  expansion  cycle. 

Another  departure  from  familiar 
policy  can  be  seen  in  the  proposal  to 
eliminate  the  investment  tax  credit, 
characterized  b\'  a  member  of  the 
President's  Council  of  Economic  Ad- 
visers as  emphatically  not  a  disinfla- 
tionary measure  but  an  initial  step  in 
a  realignment  of  national  priorities. 
This  may  well  mean  that  the  next 
round  of  fiscal  incentives  for  economic 
growth  will  place  less  stress  on  making 
it  profitable  to  increase  production 
and  more  on  improving  social  condi- 
tions in  areas  where  business  profit 
margins  could  prove  to  be  on  the  thin- 
nish  side.  A  good  many  months  may 
have  to  pass  before  the  investment 
implications  of  this  trend  can  be  more 
fully  assessed.  But  meanwhile  it  seems 
very  likely  that  the  next  business 
boom  will  be  much  more  muted  than 
its  predecessor. 

A  Setback 

Finally,  there  are  indications  that 
1969  may  be  one  of  those  recently 
rare  years  when  net  new  additions  to 
the  supply  of  common  stocks  exceed 
the  growth  in  institutional  investment 
demand.  New  stock  issues  offered  in 
the  first  quarter  totaled  a  mammoth 
$1.6  billion,  more  than  twice  the  year- 
earlier  figure  and  the  largest  for  any 
first  quarter  in  35  years.  This  trend 
points  to  a  considerably  weaker  basic 
technical  position  for  the  stock  market 
than  last  year's,  when  some  $900  mil- 
lion worth  of  common  stock  was  re- 
tired, on  balance,  from  the  supply. 
There  are  also  reasons  to  believe  that 
the  volume  of  effective  reserve  buying 
power  among  institutional  investors 
has  been  substantially  overestimated, 
at  least  on  the  mutual  fund  sector 
{see  Forbes,  Maij  15). 

All  this  leads  me  to  question  that 
a  bull  market  "base"  was  successfully 
completed  when  the  Dow  crossed  960 
last  month.  More  probably,  in  my 
opinion,  the  breakout  was  premature 
and'  like  most  such  "false"  moves,  will 
be  followed  by  a  substantial  setback 
and  additional  base  building,  most  of 
it  perhaps  in  the  Dow  900-960  trad- 
ing range.  ■ 


BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
live  supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.    F-280 

Name 

street  &  No 


BABSOIN'S  REPORTS 

Incori»orate<i 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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NOW...  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  SIO.OOO- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries. 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  genera- 
tion computer  facilities  to  analyze  facts  and 
help  make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  port- 
folio. 

For  complete  information  send  for  our  32-page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 

I  I   SPEAR  &  STAFF,  INC. 

■^™^  I    Investment  Management  Div. 
^^■"■^     Dept.  MF-601 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32-page  booklet  "Declare  Your  Own  Divi- 
dends." Confidentially  my  account  would 
amount  to  $ 

NAME 
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CITY 


STATE- 
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I  WARRANTS  I 

i  move  faster  and  further  than  any  other  type  of  i 

g  security — both  up  and  down.  Thus,  in  previous  S 

g  years.   General   Tire  &   Rubber  Warrants   moved  g 

g  from  AVi  to  206  and  United  Air  Lines  Warrants  g 

g  from  4'^    to   126  amid  a   host  of  similar  ex-  g 

g  amples,   while  a   Martin-Marietta   Warrant  skid-  g 

g  ded  from  46^4    to   14  Vi   with   plenty  of  down-  g 

m  side  company.  Since  the  outstanding  leverage  of  g 

g  Warranb  Is  Indisputable,  and  since  the  number  g 

g  of  actively-trading  Warrants  Is  growing  rapidly —  g 

g  141  currently  that  you  should  know  about — with  g 

g  more  top-flight  companies  Issuing  Warrants;  AMK,  g 

g  Gulf  &  Western,   Ling-Temco,   Loew's  etc. — you  g 

g  should  know  what  Warrants  are,  which  Warrants  g 

g  trade  In  today's  market,  and  the  basic  rules  for  g 

g  recognizing  opportunities  in  Warrants  (and  dan-  g 

i  gers)   when  they  occur.  g 

I  The  R.H.M.  Warrant  &  Stock  Survey  +  Stocks  | 

I  Under   10,   is  one  of  the  largest  and   most  re-  g 

g  spected   investment  services   covering  the  War-  g 

g  rant  field,  with  more  than  two  decades  of  ser-  g 

g  vic3  to  investors  under  the  editorship  of  Sidney  g 

g  Fried,  s  name  associated  with  the  Warrants  field  g 

g  in  every  financial  center  of  the  western  world,  g 

g  Let  us  teli  you  how  our  service  approaches  devel-  = 

g  oping  opportunities  in  Warrants,  in  the  general  I 

g  stock  market,  and  in  "Stocks  Under  10".  There  g 

S  is  nc  obligation,  and  there  is  no  cost  for  this  g 

g  valuable  irJcrn^ation,  yet  it  could  mean  a  great  = 

g  deal   to  you   in   the  ective   markets   ahead.    For  g 

g  your  free  copy,   se'id  today  to  Warrants,    Dept.  = 

g  F-40S,  R,  H.  M.  .%5ociates,  220  Fifth  Avenue,  = 

i  New  York,   N.Y.,   loOOl.  | 
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AGGRESSIVE  GROWTH 
ACCOUNTS  MANAGED 


Under  discretionary  management  of 

ROBERT  N.  PEISNER 

Acct.  Exec,  and  Author  ol  "How  to  Select  Rapl<t 
Growth  Stool's."  Now  In  5th  printing. 
MINIMUr^  $2;, 000  BUYING  POWER 

Bateman  Eichler,  Hill  Richards 

INCORPORATED 

Member  New  York  Stock  Exchange 

6355  Topanga  Canyon,  Woodland  Hills,  Cal.  91364 

Phone  (213)  883-4040 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Change  In  Emphasis 


As  I've  noted  before,  stock  prices 
are  made  by  a  wide  variety  of  factors. , 
Not  just  the  immediate  coiporate 
statistics  or  the  supply/demand  situa- 
tion within  the  market,  but  other 
forces,  too — such  as  psychology.  All 
of  which  points  up  the  fact  that  there 
was  a  marked  change  for  the  better 
in  security  buyer  attitudes  during 
May.  The  fact  that  the  reversal  would 
not  have  occurred  unless  the  ground- 
work had  been  set  via  the  subtleties 
mentioned  in  past  columns  is  beside 
the  point.  The  more  important  con- 
sideration is  whether  the  current  ac- 
cent on  the  positive  is  likely  to  be 
more  than  a  short-lived  phenomenon. 

I  agree  with  the  stock  market's 
indifference  to  the  message  of  the  so- 
called  lead  indicators  of  a  coming 
slowdown  in  business  activity.  For 
one  thing,  this  hint  of  things  to  come 
reflects  a  planned  policy  of  fiscal  and 
monetary  restraint  rather  than  an 
economy  which  is  collapsing  of  its 
own  weight.  Secondly,  the  prospect 
of  a  steadily  narrowing  year-to-year 
increase  in  our  gross  national  product 
should  help  slow  the  inflationary  price 
spiral.  Thirdly,  preliminary  plans  in- 
dicate still  higher  capital  spending 
in  the  next  three  years,  which  is  a 
long-term  supporting  force.  Lastly, 
as  I  observed  some  columns  back,  the 
early  warning  signals  point  to  a  better 
general  business  environment  in  1970. 

In  addition,  the  Ford  Foundation 
recommendation  that  college  endow- 
ment fund  managers  "take  capital 
gains  as  well  as  dividends  and  in- 
terest into  accotmt  in  investing"  points 
up  the  fact  that  the  long-term  de- 
mand for  common  stocks  has  been 
increasing  faster  than  the  supply.  For 
example,  in  the  past  five  years  institu- 
tional stock  purchases  were  about  eight 
times  greater  than  the  net  amount 
of  new  stock  issues.  Last  year,  such 
purchases  were  about  $10  billion  as 
against  $9  billion  in  1967,  less  than 
$4  billion  in  1963,  and  not  quite  $3 
billion  in  1958.  As  I  view  it,  both  the 
dollar  amount  and  the  mobility  of  the 
funds  will  continue  to  grow  inasmuch 
as  more  portfolio  managers  are  com- 
mitted to  maximum  utilization  of  the 
capital  they  manage.  Also,  every  wage 
agreement  carries  liberahzed  pension 
allowances,  and  private  pension  funds 

Mr.  Lurie  Is  a  partner  in  the  New  York  Stock 
Exchange  firm  ol  Josephlhal   &  Co. 


represent  over  half  of  all  institutional 
demand. 

In  turn,  this  new  supply/demand 
situation  points  up  the  fact  that  mu- 
tual-fund cash  reserves  are  around 
record  levels.  The  size  of  these  reserves 
represents  a  price  sustaining  and,  even- 
tually, price  stimulating  force.  To  ex- 
press it  a  little  differently,  there  could 
be  too  much  uncommitted  cash  philo- 
sophically committed  to  equities  for 
every  portfolio  manager  to  await 
definitive  evidence  that  all  the  uncer-j 
tainties  are  disappearing.  Thus,  thi 
lead  time  factor  in  professional  in 
vestment  policy  is  shorter  than  ever 
before. 

No  /Market  Exfremes 


All  of  which  doesn't  mean  indif 
ference  to  the  imponderables  in  the 
outlook.  The  problems  are  real,  the 
imponderables  serious.  But  a  shift  ir 
professional  attitudes  could  be  in  the 
process  of  developing  via  recognitiofi 
of  the  subtleties  in  the  environment 
For  example,  although  a  less  eflFer 
vescent  second  half  would  raise  th( 
threat  of  a  downward  revision  Oi 
this  year's  earnings  expectations,  th< 
accompanying  prospect  of  an  im 
proved  money  and  credit  background 
in  the  coming  year  could  be  a  psychd 
logical  offset.  In  other  words,  with  tc 
day's  uncertainties  not  related  to  fear 
of  an  economy  which  will  collapse  c 
its  own  weight,  this  can  be  a  perioj 
where  stock  market  extremes  ail 
avoided. 

In  past  columns  I've  held  that  bujj 
ing  reserves  were  advisable  in  thsj 
the  second  quarter  would  represeij 
a  testing  period  of  the  market's  debil 
and  credits.  This  is  still  my  view-'j 
which  means  time  can  be  the  chif 
near-term  problem,  time  in  which  evj 
dence  develops  as  to  whether  tlj 
well-publicized  uncertainties  are  8 1 
ready  largely  in  the  stock-price  struj 
ture.  There  is  no  particular  surprisj 
for  example,  to  the  prospect  of  an  ■ 
tax  and  antitrust  congloinerate  legislj 
tion.  In  fact,  the  point  may  be 
hand  where  a  line  of  demarcatitj 
will  be  drawn  in  this  currently  pricj 
deflated  group.  Further,  it's  difiBcif 
to  see  particular  price  vulnerabili 
in  the  so-called  standard  stocks — \.\ 
major  companies  in  traditional 
dustries — which  today  are  selli  | 
well  below  past  peaks.  ■ 


70 


FORBES,  JUNE  1,  V.\ 


o  a  man  who  hopes  to  increase  his 
et,  after-tax  results  from  investments 
gnificantly in  the  next  five  years! 


^tually.  the  idea  evolved  here  may  very  well 
our  idea.  That  is,  it  may  be  a  principle 
have  had  simmering  on  the  back  burner 
ome  time. 

;  a  Forbes  reader  you  arc  either  person- 
identified  in  using  (or  you  are  well  ac- 
ited  with)  modem  business  management 
iples  which  can  mark  the  difference  be- 
1  sad.  mediocre  or  good  results  in  running 
iiness.  Have  you  considered  that  modern 
ess  management  principles  might  also  help 

your  financial  future  significantly  more 
viable  if  those  principles  are  applied  con- 
tly  in  managing  your  investments? 

example,  think  about  your  stocks  as  you 
der  this  typical  business  management  prin- 

"Results  are  accomplished  by  allocating 
rces  to  exploiting  opportunities,  not  to 
tg  problems." 

Ponder  That  Statement 

:re  is  nothmg  exceptionally  profound  nor 
al  in  that  observation.  Probably  you  ap- 
at  principle  as  a  way  of  life  in  appraising 
erits  of  a  possible  acquisition,  measuring 
Xential  market  for  a  new  product  or  de- 

when  to  eliminate  a  division,  or  a  prod- 
[Jc  that  does  not  produce  results  which 
your  predetermined  profit  requirements, 
wever,  is  that  management  principle,  and 
being  applied  effectively  in  managing 
personal  investments?  That  is,  do  you 
specific  investment  plan  that  helps  you 
Urate  rcso\jrccs  in  opportunity  stocks  and 

ite  problem  stocks? 

Please  Do  Not  Misunderstand 
J  not  imply   that  the  semi-psychological 
m  oif  stock  selection  and  stock  elimination 
reduced  to  a  system.    Any  seasoned  in- 
who  has  ever  tried  to  make  money  in 
by  a  system  would  recognize  such  an  at- 
as  nonsense.    We  arc  not  talking  about 
m.   We  are  talking  about  applying  busi- 
rinciples  in  trying  to  reduce  risk  and  in- 
net,  after-tax  results  from   investments 
;s.  Consider  these  hypothetical  examples: 


idual  stocks  discussed  here  are  /or  illuslra- 
irposes  only.  No  implication  is  intended 
onsfield  Mills  Inc.  (for  its  own  account  or 
account  of  any  client)  did  or  did  not  buy, 
recommend  any  of  these  stocks. 
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(a)  Assume  SI.OOO  of  your  money  invested  in  Tex- 
tron stock  for  five  years,  1958  through  1962; 
then  Textron  sold  and  the  proceeds  put  into 
General  Foods  with  Genera!  Foods  stock  then 
held  for  the  next  five  years  to  the  end  of  1967. 
//  you  Jill  lluil.  your  SI.OOO  noulil  have  grown 
lo  only  $1,300. 

But,  turn  that  situation  around: 

(b)  Assume  $1,000  in  General  Foods  stock  1958 
through  1962,  then  switched  lo  Textron  which 
you  hold  to  the  end  of  1967.  In  thai  event, 
your  SI.OOO  t-roiir  to  S24.20O.' 

Take  another  example  — 

(a)  Assume  $1,000  in  Howmet  stock  (formerly 
Howe  Sound)  1961-1964;  then  switched  to 
Chrysler  and  hold  Chrysler  to  the  end  of 
1967      Your  SI.OOO  shrinks  lo  5(5(55. 

(b)  Reverse  the  order  of  those  investments  in  those 
two  3-year  periods  and  sour  SI.OOO  grows  lo 
S37.600! 

Question:  What  are  the  principles  which  may 
help  accomplish  more  of  (b)  and  less  of  (a)? 

By  no  stretch  of  the  imagination  arc  there 
principles  that  will  help  you  and  me  to  even 
remotely  approach  all  of  Condition  (b)  and  do 
none  of  Condition  (a).  However,  several  years 
ago  we  codified  these  basic  principles  we  find 
useful  in  working  toward  that  desirable  objec- 
tive: 

( 1 )  Most  large  corporations  experience  superior 
individual  Growth  Phases,  but  these  may  oc- 
cur at  dilTerent  times. 

(2)  Growth  Phases  may  be  identified  in  seven 
classifications.  (Textron,  General  Foods.  How- 
met  and  Chrysler  reflect  three  of  those  classi- 
fications. ) 

(3)  General  market  trends  may  accelerate  or  re- 
tard the  stock  of  a  corporation  in  a  Growth 
Phase,  but  corporations  in  Growth  Phases,  do 
not  depend  <)n  market  trends,  they  make  their 
own. 

(4)  All  Growth  Phases  are  temporary!  Although 
some  Growth  Pha.ses  last  for  years,  in  the 
stocks  the  period  of  superior  progress  often  is 
preceded  and  followed  by  long  periods  of  qui- 
escent or  negative  performance. 

Our  research  people  have  codified  some 
check  points  which  we  find  helpful  in  identify- 
ing, then  relatively  measuring  Growth  Phase 
life  spans  through  stages  of  germination,  prog- 
ress, realization   and  termination.    In  a  broad 
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way,  we  find  Growth  Pliases  may  be  plotted 
approximately  as  shown  in  The  Mills  Growth 
Curve. 

If  You  Invest  $10,000  to  $500,000 

Of  course,  I  do  not  know  what  your  personal 
investment  goals  are,  but  I  do  know  they  are 
important  to  you. 

Here  at  Mansfield  Mills  Inc.  we  do  no  brok- 
erage; we  have  no  mutual  funds  to  sell;  no  sub- 
scription service  to  promote.  My  staff  and  I 
devote  our  full  attention  to  providing  private 
investment  counsel  for  people  who  have  looked 
into  our  program  and  liked  what  they  saw. 

If  our  investment  principles  are  in  line  with 
your  thinking  and  if  you  invest  $10,000  to 
$500,000  or  more  in  stocks  and  if  you  believe 
you  might  like  to  shift  investment  decision- 
making responsibility  from  your  shoulders  to 
your  personal  investment  counsel  .  .  .  request 
a  complimentary  copy  of  this  48-page  booklet, 
examine  the  facts  and  determine  by  your  own 
judgment  if  this  plan  is  for  you. 


y^  o^-^  ^y^c^^e^ 


Investment  Adviser  since  J938. 

Clients  in  all  stales  and  abroad. 

Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave. 
P.O.  Box  351  La  Jolla,  California  92037 


Send  me  a  complimentary  copy  of  "Personal  Investment  Counsel" 

Q  I  depend  upon  investments  for  some  income 
Q  Capital  gains  are  my  main  objective 

Name 


Address. 


City 


_State_ 


.Zip_ 


Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave.,  P.O.  Box  351  La  Jolla,  California  92037 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  Case  For  Color  TV 


Few  forecasts  could  be  made  with 
the  same  degree  of  safety  as  the  pre- 
diction that  General  de  Gaulle's  resig- 
nation would  bring  along  with  it 
havoc  in  the  international  exchange 
markets  of  the  world.  His  resignation 
did,  indeed,  produce  this  havoc.  There 
can  be  little  question  that  the  resig- 
nation of  Le  Grand  Charles  will  make 
the  absolute  necessity  of  a  devalua- 
tion of  the  French  franc  come  about 
earlier  than  had  the  General  been 
there  to  stall  it,  and  to  stall  it  as  long 
as  possible.  However,  it  is  unlikely 
that  anything  will  happen  until  a 
successor  government  is  found. 

The  revaluation  of  the  Gentian 
mark  has,  at  the  time  of  going  to 
press,  been  postponed.  I  say  "post- 
poned" despite  the  protestations  from 
Bonn  that  it  will  not  take  place.  For 
Germany  to  revalue,  or  to  be  forced 
to  revalue,  is  rather  like  punishing 
her  for  keeping  her  house  in  order 
when  the  rest  of  the  world  went  into 
disorder.  Nevertheless,  a  small  re- 
valuation, perhaps  done  simultaneously 
with  the  devaluation  of  the  franc, 
may  not  be  out  of  order,  may  not  be 
such  a  major  punishment.  It  may,  in 
fact,  be  an  extremely  good  way  of 
preventing  devaluations  of  other  than 
the  French  franc  from  taking  place. 

Sfrengfh  of  the  Dollar 

The  weakness  of  sterling  has  really 
been  caused,  not  so  much  by  any 
weakness  of  the  moment,  but  rather 
by  the  fact  that  sterling  is  still  a  major 
reserve  currency,  and  when  the  pos- 
sibility of  the  German  mark  being 
revalued  arose  it  was  only  natural  that 
a  greot  deal  of  switching  from  ster- 
ling into  the  mark  took  place.  The 
U.S.  dollar,  by  and  large,  stood  up 
extremely  well,  and  the  inherent 
strength  of  tJie  economy  of  this 
country,  the  high  interest  rates  pull- 
ing money  in,  and  the  great  technical 
and  other  attractions  of  our  market 
are  the  reasons. 

Now  what  remains  to  be  seen  is 
how  much  nearer  General  de  Gaulle's 
resignation  brings  the  United  King- 
dom to  becoming  a  member  of  the 
Common  Market.  Unquestionably, 
with  or  without  her  paitners  of  the 
Outer  Seven,  an  attempt  will  be  made 
by  the  United  Kingdom  to  join,  and 
to  join  as  soon  as  possible.  Up  to  now. 
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the  members  of  the  Community  other 
than  France  were  not  only  sympa- 
thetic to  the  British  cause,  but,  in 
some  cases,  they  were  actually  anxious 
to  see  Britain  join.  It  must,  however, 
be  remembered  that  this  anxiety 
stemmed  only  in  part  from  reasons 
connected  with  the  reunification  of 
Europe.  Actually,  Gennany  and  other 
members  felt  that  the  ascendency  of 
French  political  influence  within  the 
Union  could  be  counterbalanced  by 
the  membership  of  Britain.  It  must  be 
assumed  that  France  will  no  longer  be 
as  influential  as  it  was,  due  partly  to 
its  weakened  economic  condition  and 
partly  to  the  missing  leadership  of  de 
Gaulle  and  his  ideas  of  grandeur.  Con- 
sequently, to  some  extent,  some  of 
the  immediate  reasons  Germany  and 
others  had  in  wishing  for  British  mem- 
bership have  also  disappeared. 

Since  the  imposition  of  the  Interest 
Equalization  Tax  in  196.3,  studies  of 
foreign  investment  situations  made  by 
American  brokers  have  become  scarce. 
It  is  therefore  all  the  more  refreshing 
to  find  a  first-class  review  of  the  Euro- 
pean color  television  investment 
opportunities  prepared  by  Loeb, 
Rhoades  &  Co.  The  study  is  compre- 
hensive both  in  regard  to  the  indus- 
try in  Europe,  nation  by  nation,  and 
to  the  position  of  leading  companies 
that  can  be  expected  to  participate  in 
the  forthcoming  increase  in  color  tele- 
vision sales.  The  study  points  out  that 
the  growth  of  color  television  in 
Europe  will  take  place  at  a  faster  rate 
than  was  the  case  in  this  country. 
This  is  partly  due  to  the  fact  that 
European  broadcasting  stations  are 
largely  government  sponsored,  and 
neither  sponsors  nor  producers  have  to 
be  greatly  concerned  about  the  in- 
creased cost  of  color  transmission.  An- 
other fact  is  that  European  develop- 
ment can  be  achieved  by  having  re- 
course to  the  lessons  of  American 
experience.  The  two  leading  com- 
panies that  have  a  good  market  in 
New  York  are  Philips'  Lamp  of  Hol- 
land and  Rank  Organisation  of  Great 
Britain.  I  will  not  mention  the  other 
companies  studied  in  the  report  in 
view  of  the  fact  that  they  have  a 
very  hmited  marketability  in  New 
York,  and  no  floating  supply  of  Ameri- 
can-owned stock  exists. 

Philips'  is  by  far  the  largest  of  the 


European  concerns  in  the  field,  and 
should  be  a  major  beneficiary  of  the 
advent  of  color.  Incidentally,  the  com- 
pany has  recently  paid  a  10%  stock 
dividend,  and  has  spht  the  stock  2)2- 
for-1.  In  other  words,  the  shares,  sell- 
ing at  20,  are  equivalent  to  about  .55 
on  the  old  basis,  which  is  its  high  for 
the  past  few  years. 

Rank  Organisation,  of  course,  is 
principally  attractive  because  of  its 
Xerox  connection.  Rank-Xerox,  which 
is  a  fully  owned  subsidiary  of  Rank 
Organisation  and  Xerox  of  the  U.S., 
has  recently  announced  record  profits 
for  the  first  quarter.  One  of  the  draw- 
backs of  Rank  in  the  last  few  years 
has  been  that,  while  the  xerography 
side  of  its  business  has  been  making 
very  strong  strides,  its  miscellaneous 
business  has  been  in  the  doldrums. 
Color  television  would  at  least  have 
the  eftect  of  making  one  of  its  ancil- 
lary businesses  attractive. 

Leading  the  List 

A  very  interesting  table,  published 
by  a  Swiss  service,  has  been  pre- 
sented by  Model,  Roland  &  Co.  in  its 
spring  review  of  foreign  investments. 
According  to  these  figures,  the  market  i 
capitalization  of  listed  securities  in  the 
U.S.  at  the  end  of  1968  amounted  to 
$729  billion  compared  with  a  market 
capitalization  of  $243  billion  of  all 
stocks  listed  in  Europe,  Austraha  and 
Japan.  Europe  amounted  to  $195  bil- 
lion, of  which  the  Common  Market' 
was  responsible  for  $74  billion  and  the 
United  Kingdom  for  $96  billion.  After 
the  United  Kingdom,  the  largest  in- 
dividual market  was  Japan,  with  $29: 
billion,  followed  closely  by  Germany, 
with  $27  billion,  Australia  by  $19  bil- 
lion and  France  by  $18  billion. 

It  must  be  remembered  that  these 
figures  take  into  account  only  listed 
securities,   which   excludes   the   huge 
over-the-counter  market  in  the  U.S 
In  almost  all  foreign   countries,   an\ 
publicly  owned  company  with  a  mar- 
ket is  listed  on  some  stock  exchange 
The  compilers  of  this  investment  re 
port  show,  furthemiore,  that  the  mar 
ket  capitalization   of  IBM   is  arounc 
$33  million,  a  figure  larger  than  that  o 
any  foreign  nation's  combined  stocks, 
with  the  exception  of  the  United  King 
dom.   It  is  not  necessary  to  analyzi 
these   figures  in  any   great  detail  t< 
show   the   remarkable   liquidity   pro 
vided   by   the   U.S.   market   in   com 
parison  with  the  rest  of  the  world 
Conversely,  it  also  shows  that  marke 
conditions,  even  in  the  larger  market 
abroad,  are  such  that  with  one  or  tw 
notable     exceptions     the     securitie 
traded   in   those   markets   cannot  b 
marketed  on  any  large  scale  in  th 
country  without  causing  violent  pric 
fluctuations.  ■ 
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Twice  Monthly    •     $3500  Per  Year     Registered  under  the  S.E.C.  Investment  Advisors  Act.   •   Fifth    Year 


RECOMMENDED  Prlce(l)  %  Gain 

COMPANY D«te  Priced)  5-6-69  —Loss 

NEW  YORK  STOCK  EXCHANGE 

Bangor  Punti 8-9-65  16  7/8  34  7/0  106% 

;2)  Cjp.  CitiM  Brdcstg.  ...  3-5-65  181/8  761/2  322 

31  Coronet  Industrie*  ....  10-31-66  10  301/4  202 

Eckerd  Drug*  of  Fl*.  ..  9-10-66  7  1/4  443/4  517 

Gulf  and  Western 3-5-65  10  5/8  33  3/8  214 

Handleman  Company ,.  4-6-66  7  1/2  47  526 

Hayes— AlDion 3-5-65  10  1/8  24  1/2  142 

Jackson-Atlantic 1-22-65  7  1/8  22  3/4  219 

Ky.  Fried  Chicken 10-5-66  3  1/2  50  1/8  1332 

Marlon  Laboratories.  ..  8-2-66  9  7/8  47  376 

Masco  Corporation.  .  .  .  1-22-65  9  3/8  47  1/2  406 

Memorex 8-24-66  17  5/8  88  5/8  403 

Monogram  Industries  ..  9-10-66  7  1/4  45  1/4  524 

National  ChemsMrcrt  .  .  12-8-66  15  7/8  45  1/2  186 

New  York  Honduras    .  .  7-9-65  24  1/4  45  1/2  87 

4)  Penney.  J.C 12-24-66  12  3/4  53  315 

5)  Pennioll  United 2-26-66  14  1/8  47  5/8  237 

Royal  Crown 7-1-65  14  3/8  23  1/2  63 

6)  Sundstrand  Corp 8-19-67  45  3/4  60  3/4  33 

7)  Teledyne 3-1-67  24  1/2  43  3/8  73 

Texas  Oil  and  Gas  ...  .6-10-65  115/8  40  244 

S)  Unlshop* 1-22-65  11   1/2  64  5/8  462 

Valve  Corp.  of  Amer  .  .1-22-65  9  1/2  29  1/4  208 

Villager 9-26-66  23  1/4  25  1/4  8 

wnite  Consolidated  .  .  .  2-22-66  13  31  1/4  140 

White  Cross  Stores  ....  11-9-65  113/8  401/4  253 

AMERICAN  STOCK  EXCHANGE 

American  Tech.  I nd.   ..4-7-67  7  18  157 

Ames  Dept.  Stores  ....  11-4-66  41/2  191/4  328 

Automatic  Data  Proc  .  .  9-10-66  16  81  7/8  412 

14)  Barry.  R.G 5-29-68  14  1/4  313/4  123 

Carolina  Pipeline 3-5-65  6  5/8  17  1/8  158 

Circle  K  Corp 8-19-66  8  21  162 

Coffee  Mat 6-10-65  14  7/8  29  1/4  96 

Condec  Corp 3-5-65  6  33  45O 

Data  Processing  FiG  ..  9-26-66  9  3/8  37  5/8  301 

Deseret  Pnarmaceutlcal.  1-3-67  19  3/4  49  3/4  152 

9)  Diversified  Industries  ..  1-5-67  213/4  36  65 

Elcor  Chemical 1-20-67  13  7/8  33  1/4  139 

Fairfield  Noble 6-11-66  7  1/4  20  7/8  188 

'     Fleetwood  Enterprises  .  11-22-67  7  3/4  48  7/8  531 

0)  House  of  Fabrics 3-16-68  14  5/8  34  132 

Hunt  Chemical 10-31-66  10  5/8  32  201 

Interphoto  Corp 3-20-67  20  5/8  38  84 

Jamesway  Corp 3-20-69  17  18  3/8  8 

L*  M*ur 7-11-68  28  1/8  34  3/8  22 

Macrodyne-Chatlllon  .  .  1-25-68  24  20  1/8WI  —16 

(     Marlene  Industries  ....  3-8-68  12  1/4  22  1/2  83 

i     Maul  Brothers,  Inc  ...  .11-10-66  75/8  423/4  460 

Multi-Amp  Corp 7-11-67  8   1/2  23  170 

1)  National  Systems 3-22-68  213/8  57  166 

(     Pickwick  International  .  7-2-65  5  63  3/4  1175 

'     Polychrome  Corp 11-20-68  18  20  1/2  14 

'?)  Rockower  Brothers  ..  .9-19-68  10  1/2  24  1/4WI  131 

,     Sav-A-Stop 3-29-68  217/8  33  1/4  52 

i     Solltron  Devices 1-22-65  3  7/8  317/8  7^1 

\     Superscope    12-2-66  7  1/8  515/8  624 

Tyco  Laboratories  ....  12-24-66  115/8  411/8  253 

;     Volume  Merchandise  ..  7-13-65  5   1/8  16  212 

Wlllcox  and  Gibbs  ...  .4-29-67  73/8  145/8  98 

I    OVER  THE  COUNTER  (Bid  Prices  Only) 

.    Air  Industries 11-22-67  17  3/4  8  3/4  -5I 

Barnes  Corp 7-11-68  14  1/4  19  33 

Barnes— Hind  Pharm.  .  .  10-31-66  21  34  3/4  65 

Bel  Fuse 10-12-67  4  3/4  6  1/2  37 

Brandon  Applied  Sys  .  .4-12-68  5  3/8  111/4  109 

Brenco 1-22-65  8  5/8  34  1/4  297 

Calandra  Photo 3-1-68  10  1/2  113/4  12 

Cole  Drug 11-9-66  4  1/4  14  1/2  241 

Cosmetically  Yours  ...  3-19-69  22  25  13 

Dougherty  Brothers  ..  .2-13-68  6  111/4  87 

Electromagnetic  Indust  1-9-67  4  5/8  9  1/4  lOO 

Fifth  Ave.  Cards 11-20-68  7  3/4  11  42 

Fox  Stanley  Photo.  .  .  .  10-26-66  9  3/4  35  259 

Greenman  Brothers  ..  .9-19-68  22  1/2  33  1/4  48 

Heck's.  Inc 8-4-67  11  3/8  22  93 

Kenwin  Shops 5-10-67  3  3/4  10  1/4  173 

Kratos 3-22-68  6  16  166 

)  Leggett  and  Piatt 2-26-69  21  27  28 

Longs  Drug  Stores  ....  10-21-66  14  1/4  53  272 

)  Lum-s.  Inc 11-4-66  4  3/8  84  1/2  1829 

MacDermId 12-21-66  16  3/4  52  210 

North  Atlantic  Ind.  ...  2-26-69  17  18  6 

Ozlte  Corp 1-18-67  19  1/8  42  1/2  122 

Pacific  Plantronlcs 6-9-67  29  31  7 

Photon 2-24-67  9  1/2  28  195 

Ragen  Precision  Ind  .  .  .  10-20-66  1  7/8  19  911 

Raymond  Corp 8-8-66  13  5/8  29  113 

Sav-On.  Inc 2-13-68  3  3/8  .,7  1/2  122 

Trinity  Ind 12-8-65  15  27  1/4  81 

Unibraze  Corp 11-20-68  8  1/4  ,9  1/2  15 

United  Dollar  Stores  .  .  5-29-68  23  1/4  32  37 

United  Inns 3-20-67  3  1/2  24  1/2  600 

Universal  Telephone.  .  .6-23-67  8  1/4  27  227 

)  University  Computing  .  11-28-66  5  7/8  71  1161 

Volume  Shoe 4-9-69  34  1/2  35  1 

Wells  Management 3-26-69  31  36  1/2  18 


AND  A  TALE  OF 
TWO  DWARFS* 


IF  YOU  are  seriously  in- 
terested in  building  your  capi- 
tal, GROWTH  STOCK  OUT- 
LOOK may  be  a  useful  invest- 
ment tool.  Our  service  is  de- 
signed for  brokers  and  insti- 
tutions —  also  those  sophisti- 
cated private  investors  who 
recognize  the  risks  and  pos- 
sible rewards  of  investing  in 
vigorously  growing  companies 
with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoinrt  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange, 
the  American  Stock  Exchange, 
and  Over-the-Counter  listings. 
We  look  for  young  companies 
in  the  incubation  stage  rather 
than  trying  to  catch  high  fly- 
ers on  the  wing. 

30  Reports  a  year 

We  maU  GROWTH  STOCK 
OUTLOOK  twice  a  month. 
We  also  airmail  a  new  listing 
whenever  a  company  meets 
our  qualifications.  Subscribers 
receive  at  least  30  reports  a 
year.  We  keep  tabs  on  each 

FOOTNOTES  TO  STOCK  LIST 

(1)  Adjusted   for  all  stock  splits 

and  stock  dividends 
(2)2  for  1  split  proposed 

(3)  Recommended  as  Shelby  Wil- 
liams Ind.  (merger) 

(4)  Recommended  as  Thrift  Drug 
(merger) 

(5)  Recommended  as  Duval  Corp. 
(merger) 

(6)  Recommended  as  Rudy  Mig. 
(merger) 

(7)  Recommended     as     Rodney 
Metals  (merger) 
2  for  1  spilt  proposed 
To  list  on  NYSE 


3  for  2  split  proposed 

3  for  2  split  5—5—69 

2  for  1  split  voted 

5  for  3  spilt  5—31—69 

25%  stock  payable  6—18—69 


of  our  issues  and  delist  those 
that  fail  to  maintain  our  stand- 
ards. We  never  leave  our  sub- 
scribers in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January  22,  1965,  when  the 
DJIA  was  near  its  all  time 
high.  That's  a  pretty  honest 
time  to  start  an  investment 
advisory  service.  We  comply 
with  SEC  regulations  requir- 
ing that  we  list  all  new  growth 
stock  recommendations  for  at 
least  the  previous  12  months. 

Only  $35  a  year 

Our  service  presently  covers 
95  companies.  They  are  listed 
for  information  only. We  make 
no  guarantees,  no  veiled 
promises  of  instant  perform- 
ance. IT  SHOULD  NOT  BE 
ASSUMED  THAT  FUTURE 
RECOMMENDATIONS  WILL 
BE  PROFITABLE  OR  WILL 
EQUAL  THE  PERFORM- 
ANCE OF  PRESENT  OR 
PAST  LISTINGS. 

Subscription  is  only  $35 
per  year  (tax  deductible),  or 
$15  for  three  months.  Just  fill 
in  the  coupon  below,  mail  it, 
and  your  service  will  begin 
immediately.  As  a  bonus  for 
full  year  subscribers,  we  in- 
clude   several   back    reports. 

*  Oh,  about  those 
dwarfs . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Two 
of  our  stocks  are  now  growing 
backwards. 


GROWTH  STOCK  OUTLOOK,  INC.  F 

P  O    BOX  991 1 
CHEVY  CHASE,  MARYLAND  20015 
a  One  Year  $35        D  Three  Months  $15      D  Foreign  $66  U.S. 

Remittance  Must  Accompany  All  Subscription  Requests 


NAME 


ADDRESS. 
City 


State 


Zip 


This  subscription  may  not  be  assigned  without  subscriber's  consent 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  MO  LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center.  Dept.B 
Baltimore,  Md.  21201 

I  "■"* 

■  Mien  ______ 
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1            THl  INVESTORS  ttUlOE  TO  OYMMIC  GROWTH  FUNDS            11 

HOW  DO  YOUR  FUNDS 

COMPARE  WITH  GFG'S 

DYNAMIC  LIST? 

NO-LOADS  (No  Broker  Fee) 

BASIC  REFERENCE  DATA 

On  all  GFG  listed  funds. 

PORTFOLIOS 

In  2  Dynamic  Growth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  shows  dynamic  potential. 

CHARTS 

On  at  least  36  funds.  High,  low  and 

closing  on  log  scale,  assets,  distributions  & 

inflow  of  capital-plus  transparent  indicies, 

comparators  and  %  ruler. 

DEVELOPING  FUNDS 

Listing  of  ne  v  f  jnds  and  fo:iow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  rating  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL -r  BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  *1  (New  Subscribers  Only) 

Just  send  this  ad  and  $1  to: 

GROWTH  FUND  RESEARCH,  Inc. 

Dept.  F-2,  P.O.  Box  2109 

long  Beach,  Colif.  90301 

Subscription  cannot  be  assitned  without  your  consent. 

THE  FUNDS 


Where  There's  a  Will 

The  dynamics  of  the  mutual  fund 
business  are  so  powerful  that  it  seems 
nothing  can  stand  in  its  way.  In  an 
age  of  mass  prosperity  and  inflation, 
the  funds  are  the  fastest-growing 
\ehicle  for  bu\ing  equity  in  the  U.S. 
econom\'.  Partly  as  a  result  of  educa- 
tion and  publicity,  partly  as  a  result  of 
a  speculative  climate,  the  funds  have 
grown  from  a  backwater  of  the  in\est- 
nient  business  to  the  mainstream.  Last 
year,  the  funds  pulled  in  $3  billion  in 
net  new  money.  For  several  years,  the 
funds  have  been  the  biggest  single 
factor  in  the  stock  market. 

This  development  is  revolutionizing 
the  brokerage  business.  Until  the  New 
York  Stock  Exchange  introduced  in- 
terim volume  discounts  for  large 
orders  in  December,  the  institutions 
had  to  pay  the  same  commission  on 
100  shares  as  the  smallest  investor. 
Yet,  their  orders  of  5,000,  10,000  or 
100,000  shares  cost  little  more  to  ex- 
ecute, and  therefore  presented  brokers 
with  huge  profit  margins  on  institu- 
tional orders.  Despite  the  interim 
volume  discounts,  those  profit  margins 
continue  to  be  huge. 

Mutual    Back-Scraiching 

Too  huge.  The  funds  have  de- 
manded some  value  from  this  excess 
fat,  and  it  usually  has  taken  the  form 
of  demanding  that  the  broker  "give- 
up"  a  hefty  portion  of  his  commission 
to  another  broker  who  had  done  the 
fund  a  favor.  Sometimes,  the  favor 
is  a  research  report,  or  an  investment 
idea.  More  often  it  is  that  the  broker 
has  asked  his  salesmen  to  recommend 
the  shares  of  that  particular  fund  out 
of  all  the  rest  of  the  funds. 

Give-ups  worked  well  when  the 
favor  was  done  by  a  NYSE  member. 
The  fund  did  brokerage  through  one 
Exchange  member,  simply  had  him 
ship  part  of  the  commission  over  to 
another  member.  But  many  fund 
shares  are  sold  by  small  firms  that  are 
not  members  of  the  Exchange.  They 
could  sell  fund  shares  and  collect  the 
standard  commission,  but  there  was 
no  way  to  reward  them  above  and 
beyond  the  commission  with  broker- 
age business.  This  was  because  the 
rules  of  the  Exchange  forbid  a  mem- 
ber to  share  commissions  with  a  non- 
member.  After  all,  why  should  an  Ex- 
change seat  be  worth  $400,000  if 
nonmembers  can  share  in  the  take? 

But  the  funds,  resourceful  as  they 
have  become,  found  a  way  around 
these  restrictions.  The  way  was  the 
regional  exchange.  There  are  stock 
exchanges  in  San  Francisco,   Boston, 


How  fast 

should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want  i 
your  money  to  grow  as  rapidly  as  possible. ; 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can,) 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  t)egin  benefiting! 
from  this  tested  plan  with  as  little  as  $5,000' 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept  G-52. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8 

Investment  Management  .  Incorporated  193i 


^^^  Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 
230ParkAve.,NY.C.  10017    Dept.  C 
Phone:(212)679-2700 


NAME 


ADDRESS . 


AGGRESSIVE 
INVESTMENT  ACCOUNTS] 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  Yorl<  Stocl(  Exchinf  | 
120  Buadway,  N.  Y.  10005 
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Chicago,  Detroit,  Pittsburgh  and  Cin- 
cinnati. There  is  a  combined  Philadel- 
phia-Baltimore-Washington Stock  Ex- 
change. These  exchanges  trade  some 
of  the  stocks  traded  on  the  NYSE, 
though  in  much  smaller  volume.  And 
until  last  Dec.  5,  all  but  the  Midwest 
Exchange  in  Chicago  allowed  gi\'e- 
ups  to  nonmembers. 

The  funds,  \v-ith  their  brokerage- 
commission  muscle,  took  advantage  of 
this.  Most  NYSE  members  were  also 
members  of  the  regional  exchanges. 
A  fund  would  give  a  lump  of  business 
to  a  big  NYSE  member,  tell  him  to 
executive  part  of  it  on  a  regional  ex- 
change. That  part  could  be  split  with 
a  nonmember  firm  that  had  done  the 
fund  a  favor. 

This  created  a  lively  little  business 
on  the  regional  stock  exchanges.  But 
last  year,  the  Securities  &  Exchange 
Commission  asked  all  exchanges  to 
ban  the  give-up  technique. 

The  ban  hurt  the  Boston  and 
Detroit  Exchanges,  where  trading  vol- 
ume has  fallen  off.  The  Midwest  Ex- 
change also  found  its  volume  leveling 
off.  But  the  Philadelphia-Baltimore- 
W'ashington  Exchange  is  beginning  to 
thrive  on  the  SEC's  give-up  ban. 

How?  Well,  maybe  a  fund  can't 
demand  that  a  member  give  up  any 
of  his  commission,  but  it  can  still 
divide  its  brokerage  business  equit- 
ably among  the  members  who  do  it 
favors.  With  that  reasoning,  the 
P-B-W  Exchange  arranged  to  make 
it  easy  for  nearly  every  substantial 
mutual  fund  broker-dealer  to  become 
a  member.  P-B-W  seats  used  to  sell 
for  S33,000,  cheap  enough  compared 
with  S400,000  for  a  NYSE  seat.  But 
P-B-W  went  further  and  split  the  cost 
of  its  seats,  which  now  cost  only  $16,- 
500.  This  means  that  any  nonmember 
dealer  who  sells  enough  funds  to  make 
himself  worth  any  kind  of  reciprocals 
can  afford  to  become  a  P-B-W  mem- 
ber. The  funds  no  longer  have  to  give 
up  to  nonmembers.  They  can  simph 
have  such  dealers  become  members. 
NoW,  they  can  give  them  brokerage 
business  directly,  or  instruct  their 
NYSE  brokers  to  pass  on  some  un- 
related brokerage  business. 

This  has  paid  off  handsomely  for 
the  P-B-W.  "Our  volume  of  trading  is 
rp  more  than  30?  this  first  quarter 
)ver  the  same  period  last  year,"  says 
?-B-W  President  Elkins  Wetheri'll. 
"We're  now  getting  members  from  all 
>ver  the  place.  More  than  two-thirds 
)f  our  membership  now  comes  from 
mtside  Pennsylvania. '  Among  the 
lewcomers:  An  Insurance  Company 
)f  North  America  subsidiary,  Credit 
jyonnais,  Kansas  City  Securities,  a 
ireyfus  Fund  affiliate,  Suez  American 
jorp.  (an  aggressive  investment  com- 


USE  THIS  "PROFESSIONAL "  METHOD  OF  TIMING 
FOR  YOUR  STOCK  PURCHASES  AND  SALES: 

''POINT  AND  FIGURE" 

Timing  is  the  key  to  profits  in  the  stock  market.  Learn  the  half  dozen 
P  &  F  formations  that  give  the  buy  and  sell  signals  which  alert  you  to 
profit   opportunities,   and   .   .   . 

Keep  your  stocks  under  constant  surveillance  with  the  fully  computerized 
Chartcraft  P  &  F  Weekly  Service. 

P   &   F  CHARTS   ARE  A   TIMING   TOOL 

It  is  not  enough  to  pick  the  right  stock.  You  can  pick  a  good  stock  and  still 
lose  money  or  miss  most  of  the  gain.  Knowing  WHEN  to  buy  or  sell  is  all- 
important.  Point  &  Figure  charts  were  created  specifically  to  simplify  making 
the  right  decision  at  the  right  time. 

IN   USE   MANY   YEARS-SIMPLE   TO   USE-EASILY  MASTERED 

The  value  of  P  &  F  charts  has  been  proved  over  many,  many  years.  CHART- 
CRAFT  has  been  making  and  using  P  &  F  charts  successfully  for  over  22 
years.  Of  course,  past  success  is  never  a  guarantee  of  future  success,  and 
no  forecasting  service  can  claim  infallibility.  But  more  and  more  serious  in- 
vestors, professionals,  analysts,  and  market-letter  writers  will  not  make  a 
move  without  first  consulting  Point  &  Figure  charts.  CHARTCRAFT's  ex- 
planatory P  &  F  METHOD  MANUAL  will  show  you  how  to  keep  your  own 
P  &  F  charts;  how  to  read  the  half  dozen  formations  that  produce  Buy  or 
Sell  signals;  how  to  use  Trend  Lines,  Price  Objectives,  Relative  Strength, 
Industry  Trends,  Average  Trends,  and  Technical  Indicators.  This  $3.95  Manual 
is  given  as  a  bonus  with  a  trial  subscription  to  CHARTCRAFT'S  WEEKLY 
SERVICE. 

GIVES   YOU   A   PICTURE  OF  WHAT'S   HAPPENING 

Basically,  Supply  and  Demand  determine  the  price  action  of  stocks.  Point  & 
Figure  charts  are  a  graphic  representation  of  this  flow  of  accumulation  and 
distribution.  P  &  F  charts  deliberately  "filter  out"  unimportant  and  confusing 
information  to  give  you  a  picture  you  can  grasp  at  a  glance. 

P   &   F   REQUIRES   FEW   ENTRIES- 
ANO   YOU    DON'T   EVEN   HAVE   TO   KEEP  YOUR   OWN 

Usually,  one  or  two  entries,  from  sheets  we  send  you,  are  all  you  need  to 
chart  each  stock  for  a  week.  Probably  you  will  want  to  keep  your  own 
charts;  but  if  not,  you  still  get  a  mint  of  information  each  week  in  the 
CHARTCRAFT  SERVICE.  Nine  charts,  on  stocks  of  particular  interest,  are 
included  in  each  issue.  You  also  get  Dow-Jones  Industrial  Averages  in  P  &  F 
form  and  "Immediate  Trend"  charts  for  NYSE  and  ASE;  plus  a  listing  of 
ALL  trend  reversals  in  individual  stocks  for  the  week.  These  reversals  are  of 
utmost  importance  as  "alerts". 

INTRODUCTORY   OFFER 

CHARTCRAFT  WEEKLY  SERVICE  is  fully  computerized.  You  get  ALL  stocks 
on  the  NYSE  and  ASE — by  name,  reference  point  (last  entry),  new  entries 
for  the  week,  buy  or  sell  signals,  price  objectives,  stop-loss  point,  relative 
strength.  Plus  all  the  other  aforementioned  CHARTCRAFT  features.  Order 
a  trial  subscription  of  4  issues  for  just  $12.50  and  start  using  the  "professional" 
method  of  timing.  The  $3.95  CHARTCRAFT  P  &  F  MANUAL  will  be  sent 
to  you  as  a   bonus  with   your  order. 


GET  $3.95  P&F  MANUAL  AS  BONUS   WITH   TRIAL  OFFER 


Over  120,000  copies  in  print.  This  New 
Edition,  clearer  and  more  complete,  lucid 
for  beginners,  detailed  for  experts.  Includes 
valuable  sections  on  Short  Sales,  Convert- 
ibles, OTC,  Puts  &  Calls,  Indicators,  Com- 
modities. 

128  pages  (8V2"  x  U"),  over  100  illustra- 
tive P&F  charts.  $3.95  if  ordered  separately. 

FEE  DEDUCTIBLE  for  Income  Tax  purposes. 
NYC  residents  add  6%  Sales  Tax,  NYS  add 
applicable  Tax.  No  transfer  of  this  subscrip- 
tion v/ill  be  made  without  subscriber's  ap- 
proval. *We  are  REGISTERED  as  Investment 
Advisers  with  the  Securities  and  Exchange 
Commission,  Washington,  D.C. 


CHARTCRAFT  P&F  CHARTING  COURSE 

Learn    how  to   chart  your   way  to   profits 
in  the  stock  market.  Complete  2  day  course 
—Saturday  and  Sunday. 
June  7-8  Holiday  Inn, 

Chicago,  III. 
June  21-22  Holiday  Inn  Downtown, 

Los  Angeles,  Calif. 
June  28-29  Sheraton   Four  Ambassadors, 

Miami,  Fla. 
Enrollment  fee  is  $150.00.  Includes  all 
Books  and  Materials  plus  2  free  reviews. 
Husband  and  wife  are  admitted  as  one. 
Register  at  door  or  send  for  registration  to 
address  below. 


CHARTCRAR,  INC.,  DEPT.  F-173,  Larchmont,  N.Y.  10538 

Enclosed  is  $12.50,  plus  appropriate  lax.  Enter  my  4  week  Trial  Subscription  to  computerized 
Chartcraft  Weekly  Service,  including  as  a  Bonus  the  128-page  book,  "Three-Point  Reversal 
Method  of  Point  &  Figure  Stock  Market  Trading." 


Name 

Address- 


City_ 
State- 


-Zip_ 


n  Send  Point  &  Figure  Book  only.  I  enclose  $3.95  plus  tax,  postpaid. 
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NOW... 
NO  LOAD! 


INVESTMENT 

INDICATORS 

FUND 


For  every  $100  you  invest,  you  receive  a 
FULL  $100  value  of  shares.  Not  one  cent  of 
your  money  is  deducted  for  sales  charges! 

Self-Employed  Retirement  Plan 
(Keogh  Act)  Available. 

For  Free  Prospectus,  mail  this  coupon  tO: 
INVESTMENT/INDICATORS  FUND 

Albert  Building,  San  Rafael,  California  94902 


CiliL 


_Zl£_ 


I... 


.J 


TOP  10 
STOCKS 

Are  They  a  Good  Buy  Now? 

You  can  now  have  mailed  to  you.  every  other 
Friday,  a  complete  technical  analysis  of  the  10 
most  mentioned  stocks  hy  A.  \V.  Cohen,  editor 
of  Investors  Intelilgence.  See  how  these  stocks 
are  rated  leclmitally — bu> — sell  or  hoUL  Here 
are  the  10  most  mentioned  stocks  Irom  the  lead- 
ing services.  Investors  Intelligence  will  tell  you 
which  stocks  to  huy  and  which  slocks  to  sell. 

Occidental  Pet.  International  Paper 

American  Airlines  Sperry  Rand 

Crown  Zellerbach  Goodyear 

General  Tel.  &  Electr.         Burroughs 
Standard  Oil  <NJ.)  Pacific  Pet. 

If  you  are  considering  new  cornmitmenls  in 
these  issues  or  if  you  hold  these  stocks  it  would 
certainly  pay  you  to  find  out  what  the  experts 
say. 

For  your  2  month  (1  issues)  trial  suhscription. 
^iuiDly  send  your  check  for  $10.00  to: 

INVESTORS    INTELLIGENCE 

Dept.   F-5I,   2  East  Ave. 
Larchmont,    N.y.    10538 

N.Y.  State   Residents  Add  Applicable  Tax, 
N.Y.   City    Residents   Add   6%   Tax. 


PHELPS 
DODGE 


135th  CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  D;rec*orj  of 
Phelps  Dodge  Corporofion  hos 
declared  a  quarferly  dividend 
of  Forfy-seven  ond  o  half  Cents 
(47Vi0)  per  share  on  its  cop.'fo/ 
stock,  payable  June  10,  1969  /o 
stockholders  of  record  May  23, 
1969. 

R.   D.   BARNHART, 

Treasurer. 
New  York,  N.  Y. 
May  7,  1969 


pany  that  ha.s  risen  from  the  ashes  of 
the  old  French  Suez  Canal  Co.)  and 
Baer  Securities.  They  are  foreign'in- 
vestment  companies  that  want  to  be 
able  to  arrange  reciprocal  brokerage 
business. 

Even  \\'ith  all  the  new  members, 
the  zooming  sales  and  dollar  volume, 
W'etherill  is  the  first  to  admit  that 
P-B-W's  total  yearly  sales  would  only, 
match  one  average  NYSE  sales  week. 
So  you  would  think  that  the  NYSE 
would  hardly  deign  to  notice  its  pip- 
squeak cousins  to  the  south.  But  that 
isn't  the  case,  according  to  P-B-\V's 
President  \Vetherill.  'The\'re  li\id  up 
there,"  he  sa\s. 

No  Lying  Down 

The  NYSE,  in  fact,  is  not  taking 
the  potential  loss  of  business  lying 
down.  NYSE  President  Robert '  W. 
Haack  last  month  told  the  SEC  that 
the  NYSE  should  promote  the  direct 
access  of  nonmember  firms  to  NYSE 
trading.  A  nonmember  could  bring 
business  to  a  member,  Haack  said, 
and  get  a  part  of  the  member's  com- 
mission (up  to  33%)  for  his  efforts 
as  a  finder.  This  means  that  the  NYSE 
would  be  permitted  to  indulge  in  fee- 
splitting  with  nonmembers,  and  re- 
ward them  at  the  direction  of  a  fund 
customer. 

This  "direct  access"  Haack  said, 
would  give  the  NYSE  much  more 
"depth  and  liquidity."  According  to 
Wetherill,  when  questioned  by 
Forbes,  "It  would  give  them  more 
depth  and  liquidity  all  right,  but  it 
would  kill  off  some  of  the  regional 
exchanges."  Wetherill  maintains  that 
on  the  regional  exchanges  this  official 
"attack"  just  follows  a  whole  series  of 
"unofficial"  attacks  starting  in  January 
1968  when  Haack  blocked  the  idea  of 
nonmember  "easy  access"  to  the  NYSE 
in  a  letter  to  members. 

So  far,  the  SEC  has  raised  serious 
cjuestions  about  Haack's  idea  because, 
as  one  commission  attorney  puts  it, 
"It  brings  on  all  sorts  of  problems. 
For  example,  how  would  you  regulate 
these  nonmembers?"  The  nonmembers 
would  exist  outside  exchange  rules, 
which  are  supervised  by  the  SEC. 
Furthermore,  the  SEC  may  not  want 
to  eradicate  the  regionals,  which 
would  mo\e  the  New  York  Stock  Ex- 
change even  closer  to  being  a  monop- 
oly than  it  is  toda\-. 

The  whole  question  in\olves  anti- 
trust and  other  implications,  and,  ac- 
cording to  insiders,  "It  will  be  studied 
and  debated  for  some  time."  But  it 
demonstrates  the  growing  muscle  of 
the  mutual  funds,  whose  actions  now 
are  important  enough  to  cause  basic 
shifts  in  the  whole  nature  of  the  in- 
\estment  business.  ■ 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  %  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processins  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  Is  a  qualified 
investment  under  Keogh  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  i  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,   New  York  10004  Dept  F 

(212)  344-5300 

Please  send  me  the  Fret  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


-ZIP- 


DIVIDEND  penIoH 
NOTICE 


> 


The  following  dividends  have 
been  declared: 

20<(  per  share  on  the  Common 
Stock  of  the  Company  payable 
June  15.  1969  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  May  29,  1969. 

33'/3<5  per  share  on  the  $1.33V^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  July  1,  1969  to  stockholders 
of  record  at  the  close  of  business 
on  May  29,  1969. 


39-7/ 12('  per  share  on  the  $1.58VS 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  July  1,  1969  to  stockholders 
of  record  at  the  close  of  business 
on  May  29,  1969. 

R.  B.  Berryman 
Secretary 

Mays,  1969 


PENNZOIL  UNITED. 


900  Southwest  Tower 
Houston,  Texas  77002 


:OLOR 
PELEVISION 
N  EUROPE 


Dior  television  came  to  Europe 
the  summer  of  1967.  The  take- 
f  in  West  Europe  is  expected 

be  considerably  faster  than  it 
3S  in  the  United  States,  as  Eu- 
pean  television  is  controlled 
most  entirely  by  governments 
id  financed  by  taxpayers.  Thus 
ere  is  no  need  to  persuade 
)St-conscious  sponsors  to  foot 
B  bill  for  programming.  Sec- 
idly,  Europe's  late  entry  ena- 
ed  manufacturers  to  learn  from 
Dre  than  a  decade  of  Ameri- 

n  experience,  resulting  in  sets 
3t  are   markedly  superior  to 
own. 
From  among  the  score  of 

mpanies  involved  in  West  Eu- 

38,  we  have  singled  out  four 
detailed  discussion:  Philips, 

orn.   Rank,  and   AEG-Tele- 

ken. 
For  a  copy  of  this  56-page 

okiet,  address  Department  P. 


3EB,  RHOADES  &  CO. 

EMBERS  NEW  YORK  STOCK  EXCHANGE 
IfD  OTHER  LEADING  STOCK  EXCHANGES 

2  WALL  STREET,  N.  Y.  10005 


READERS  SAY 


(Continued  from  page  14) 

Sir:  How  is  it  possible  to  issue  stock 
in  a  corporation,  through  the  Securities 
&  E.xchange  Commission,  underwritten 
by  (supposedly)  a  member  of  the  New 
York  Stock  E.xchange,  without  ever  being 
in  business?  Conglomerates  my  eyel 
Enough  of  these  little  guys  can  wipe  us 
all  out.  Cigarettes  can  be  harmful,  but 
then  so  can  the  likes  of  Zises. 

— Louis  J.  Pontieb 
San  Jose,  Calif. 

Overseas  Bases— Pro  &  Con 

Sir:  Congratulations  on  your  com- 
ments regarding  American  overseas  bases 
(Fact  i-  Comment,  May  1).  Military  oc- 
cupation of  foreign  countries  has  long 
created  a  drain  on  our  economic  re- 
sources, only  to  find  resentment  by  our 
so-called  allies  toward  our  servicemen. 
— Robert  E.  Alcaro 
White  Plains,  N.Y. 

Sir:  I  was  greatly  surprised  that  you 
would  ever  surmise  or  suppose  that  "the 
original  purpose  for  their  [U.S.  service- 
men] presence  abroad  has  in  most  cases 
disappeared."  No  longer  can  our  nation 
concentrate  on  protecting  itself;  it  must 
participate  in  protecting  the  entire  world 
if  it  is  to  have  any  real  security. 

— Major  Gene  E.  Philbrick,  USAF 
San  Francisco,  Calif. 

Sir:  There  is  a  possibility  of  snowball- 
ing your  very  factual  comment  into  some 
real  action  by  Congress.  All  who  read 
this  letter  could  follow  its  suggestion  of 
clipping  the  article,  appending  the 
words  "I  heartily  concur  in  these  senti- 
ments" and  addressing  it  to  their  Con- 


gressmen. 


fun  with  Puns 


— L.D.  Johnson 
San  Rafael,  Calif. 


Sir:  I  Tsai  with  pleasure  on  reading 
your  pun(itive)  comments  (Fact  h-  Com- 
ment, May  1).  "A  good  pun  is  a  noble 
thing  per  se" — Charles  Lamb.  Whether 
you  were  turned  on  by  Lamb  or  Joan 
( Baez ) ,  your  "You  might  say  she  gave 
the  baezeness  to  the  beats"  was  delight- 
ful! Please  pun(ish)  us  some  more! 

— G.J.  Allen 
Kensington,  Md. 

Consumers,   Arise! 

Sih:  Ed  Walzer,  vice  president  of 
Progressive  Grocer,  whom  you  quote 
under  "Trends  &  Tangents"  (Forbes, 
May  1 )  grossly  understates  his  case.  The 
influence  which  supermarket  managers 
have  over  what  their  customers  buy  ex- 
tends far  beyond  the  control  of  knee-to- 
eye-level  shelves.  The  profit-minded 
store  manager  often  refuses  to  stock  low- 
priced  items,  rather  he  flaunts  comparable 
high-priced  brands  without  leaving  the 
choice  to  his  customers.  "Manufacturers, 


Investors  Ask: 

HOW  CAN  I  IMPROVE 

MY  TIMING  IN  THE 

MARKET? 

COM-STAT... 

Computer  Stock  Timing 
and  Analysis  Technique  ,  .  . 


was  designed  by  Spear  &  Staff  precisely  to 
help  you  solve  the  burning  question  "When 
fo  buy  .  .  .  When  to  sell?" 

A  unique  combination  of  precision  computers 
plus  more  than  43  years  of  investment  serv- 
ice and  management  goes  to  work  for  you 
with  COM-STAT— for  the  entire  market,  for 
single  issues. 

In  almost  any  market  there  will  be  issues  that 
are  advancing:  which  will  emerge  ahead  of 
the  market  trend,  which  will  lag  behind? 

SEND  NOW  FOR  COM-STAT'S  $10  INTRO- 
DUCTORY TRIAL  PACKAGE  ...  and  see  at 
first  hand  how  this  remarkably  effective  serv- 
ice can  help  your  investment  program.  You 
will  receive:  (1)  The  latest  computer  ratings 
on  450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH  the 
fundamental  and  technical  factors  in  each  of 
these  stocks  in  the  current  market.  (3)  Full 
details  on  test  results  made  by  applying 
COM-STAT  Stock  Ratings  to  an  automatic 
buy-sell  plan.  (4)  COM-STAT'S  measurement 
of  today's  stock  market  with  advice  for  the 
period  ahead  .  .  .  including  its  Forecasting 
Lines,  closely  watched  to  help  determine  com- 
ing market  trends.  (5)  The  latest  COM-STAT 
Stock  Comments,  with  growth-channel  projec- 
tions on  carefully  selected  top-rated  issues. 
(6)  Specific  instructions  on  how  to  apply 
COM-STAT  to  growth,  income  or  speculative 
portfolios. 

COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing .  .  .  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail  .  .  . 


a  division  of 
Spear  &  Staff,  Inc.  CF601 
Babson  Park, 
Massachusetts  02157 

Yes,  here  is  my  $10  (refunded  in  full  if  I  am 
not  completely  satisfied,  and  fully  credited  if 
1  decide  to  become  a  member).  Send  me 
your  56  page  Introductory  Trial  Package  con- 
taining COM-STAT's  latest  findings  and  ad- 
vices   on    stocks    in    the    current    market. 

□  Check  here  to  receive  ALL  of  the  above 
as  a  BONUS  with  a  90-day  Guest  Member- 
ship at  $95  (or  $90  if  payment  is  enclosed). 


NAME. 


ADDRESS. 
CITY 


.STATE ZIP. 


(For  new  readers  only— not  assignable  with- 
out   your    consent) 

□  Check  here  if  you  are  an  investor  with 
more  than  $15,000  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment    Management     Program.     No     obligation. 
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Ilirsr   Crii/inil.s  .11.'  ll.it   h.iii.^  i.ffiri.l  lo  III,-  /il,hli.\ 

$122,287,500 

General  Electric  Credit  Corporation 

Ouncr  Purticifxint 

United  Air  Lines,  Inc. 

Aircraft  Loan  Participation  Certificates 


Arnni^i'meutx  ucrc  made  thrun^Ji  tltc  luiflrr-iit^nctl  for  the  .s(//f  o/apprv.\i^ 
malely  $13J,it<7,,'>00  of  .lircraft  Loan  I'arlicipulion  Certificates,  repre- 
senting r.5To  of  the  cost  of  fifteen  aircraft  liavin^  a  value  of  approximately 
(inS.O.W.OOO  vliich  the  Lessee  profioses  In  leiise  for  a  fiflren-i/ear  period. 


MORGAN  STANLEY  <&  CO. 


.May  19,  1969. 


R.  J.  Reynolds  Tobacco  Company 


has  acquired  through  merger 


McLean  Industries^  Inc. 


and  stockholders  have  approved  a  change  in  its  corporate  name 
to  be  effective  later  this  year  to 


R.  J.  Reynolds  Industries^  Inc. 


The  undersigned  acted  as  financial  advisor  to  R.  J.  Reynolds 
Tobacco  Company  in  connection  with  the  above  transaction. 


Dillon,  Read  &  Co.  Inc. 


Reynolds  &  Co. 


May  20,  1969 


Beware",    my    eye.    "Consumers.    Aris( 
would   have  been  more   appropriate. 
— Carl    Hamxii 
Washingion,   D.( 

A  Tribute  to  Greatness 

Sir:  Your  article  "A  Holdout  Waver 
(Forbes,  May  1)  neglected  to  mentic 
John  C.  Gates  was  one  of  the  origin 
founders  of  the  Gates  Rubber  Co.  ar 
the  man  responsible  for  the  first  Cati 
V-belt  which  provided  impetus  for  tl 
company's  steady  growtli.  John  Gat 
was  secretary-treasurer  of  the  compar 
from  1911  until  his  death,  Apr.  3- 
1969.  For  over  50  years  he  figure 
strongly  in  many  of  the  events  th. 
made  this  company  rank  sixth  large 
among  the  rubber  manufacturers  in  t! 
nation.  It  would  be  a  grave  error  not 
acknowledge  this  great  man. 

— Keexe  N.  0\m 
Las  Cruces,  N." 

Unattractive 

Sm:    You    begin    psychological   com 
tioning  of  the  reader  at  the  outset,  clt 
erly  carrying  him  along  from  the  "aw 
collapse    of   \ending    machine    stocks 
the  early  Sixties"   (  Forhes.  Mar.  15)j 
misleading  allegations  about  vendi; 
general   today.    Common   sense   will 
you    that    vending,    a    service    ini 
which     requires    substantial    invesi 
and  a  great  deal  of  hard  work,  pre 
such  modest  return  of  capital  and  d 
that   it    is    simpl\-    not    attractive   to 
hoodlum  element. 

— William  E.  FitzGei 
Advertising  &  S' 
Promotion  Nhxna 
Canteen  C 
Chicago,  I- 

Something  for  Everyone 

Sir:    I    thought    that    >ou    might 
interested  in  the  enclosed  candid  p 
taken  Apr.   19,   1969  at  the  Museur  if 
Science  &  Industry  in  Chicago.  I  ;-  ■^s 
this  proves  that  Fordes  has  sonn  t  'i 
for  everyone. 

—Alan  R.  Scin^  « 
Da\  ton,  '  io 
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Southern  California 
Edison  Company     | 

DIVIDENDS  ^ 


Is 


The  Board  of  Directors  : 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  240 
35  cents  per  $!iare; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  89 
27  cents  per  share. 

The  above  dividends  are 
payable  June  30.  1969  to 
shareholders  of  record  June 
5.  Checks  will  be  mailed 
from  the  Company's  office  ' 
in  Los  Angeles.  June  27,  li 
1969.  I 

PRENTIS C.HALE. Treasurer  | 

i 

May  15, 1969  | 


AFFLUENTS 

FORBES  was  first  meas- 
ured by  the  Simmons 
Study  in  1964. 

Our  readers  median  house- 
hold income  that  year  was 
$9,631-50%  greater 
than  the  U.S.  median. 

It's  five  years  later,  and 
Simmons  finds  that 
FORBES'  median  house- 
hold income  is  up  46% 
-to  $14,060. 

Now  we're  80%  above  the 
national  median. 

That's  FORBES  for  you. 


Forbes 


Index  of  Advertisers— JUNE  1,  1969 

_  Indicated  below  are  those  general  advertisers  w/ho  will  make  additional 
information  or  annual  reports  available  to  Forbes  readers  as  stated  in  their 
advertisements  on  the  pages  noted. 


D ALLEGHENY  LUDLUM  STEEL 

CORPORATION     55 

Agency:  VanSant,   Dugdale  and 
Company,  Inc. 

AMERICAN  SMELTING  AND  REFINING 

COMPANY     49 

Agency:  Clyne  Maxon,  Inc. 

D  AMERICAN    TELEPHONE   & 

TELEGRAPH  CO 41,   42,   43 

Agency:   N.  W.  Ayer  &  Son   Inc. 

BABSON'S  REPORTS 

INCORPORATED     69 
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BACHE  &  CO.  INCORPORATED    64 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
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Agency:  The  Marschalk  Company, 
Inc. 
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Agency:   Ketchum,  MacLeod  & 
Grove,   Inc 
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Agency:  The  Griswold-Eshleman 
Company 

GROWTH  FUND  RESEARCH,  INC 74 

Agency:  Albert   Frank-Guenther   Law, 
Inc. 

GROWTH  STOCK  OUTLOOK,  INC 73 

Direct 
THE  HOLT  INVESTMENT  ADVISORY  .  .    66 
Agency:  Arthur  Lockard  &  Co.,   Inc. 
INVESTMENT/INDICATORS   FUND    ...    76 
Agency:  Jack  Shelton.    Inc. 

INVESTORS    INTELLIGENCE    76 

Agency:  Diener  &  Dorskind,  Inc. 
THE  JOHNSTON    MUTUAL    FUND   INC.   74 
Agency:   Pace  Advertising  Agency,  Inc. 

LEHMAN   BROTHERS    55 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
DLIGGETT  &   MYERS   INC. — 

LARK  CIGARETTES 8 

Agency:  J.  Walter  Thompson  Company 

LOEB,   RHOADES   &   CO 77 

Agency:   Doremus  &  Company 
D  MANUFACTURERS   HANOVER 

TRUST   CO 21 

Agency:   Edwin  Bird  Wilson, 
Incorporated 


D  MEILINK  STEEL  SAFE  COMPANY 46 

Agency:   Beeson  Reichert  Richard, 
Inc. 

GMICHELIN   TIRE  CORPORATION    4 

Agency:  George  P.  Clarke  Advertising, 
Inc. 

MANSFIELD  MILLS,  INC 71 

Agency:   Herb  Brinkman  Advertising 

MORGAN    STANLEY   &   CO 78 

Agency:   Doremus   &   Company 

THE  NATIONAL  CASH   REGISTER 

CO 3rd  Cover 

Agency:   McCann-Erickson,   Inc. 

D  NATIONAL   INDUSTRIES   INC 52 

Agency:   Zimmer»McClaskey»Lewis 
Incorporated 

a  OHIO  EDISON   COMPANY 39 

Agency:  The  Griswold-Eshleman 
Company 

THE    PADDINGTON   CORPORATION 

(J&B  SCOTCH  WHISKY) 14 

Agency:   E.  T.  Howard  Co.,   Inc. 

n PATHWAY    PRODUCTS 

CORPORATION     15,    16,   17 

Agency:  Grant,  Wright  &  Baker,  Inc. 

PENNZOIL    UNITED,    INC 76 

Agency:   Bozell  &  Jacobs,   Inc. 
PHELPS    DODGE    CORPORATION     76 

Direct 

GPITNEY-BOWES,    INC 11 

Agency:  de  Garmo,  McCaffery,  Inc. 
T.   ROWE   PRICE   GROWTH    STOCK 

FUND,    INC 74 

Agency:  VanSant,   Dugdale  and 
Company,  Inc. 

PROPERTY    ACQUISITION    COMPANY      38 

Agency:   Neil  M.   Elliott  Advertising, 
Inc. 
R.H.M.  ASSOCIATES 70 

Agency:   Saturday  House,   Inc. 
R.  J.  REYNOLDS  TOBACCO  COMPANY      47 

Agency:   Doremus  &  Company 
D RYDER    SYSTEM,    INC 12 

Agency:   Mike  Sloan,   Inc. 
SEAGRAM    DISTILLrjG  COMPANY    ...    33 

Agency:  Warwick  &   Legler,   Inc. 

D SHARP  ELECTRONICS 

CORPORATION      34-35 

Agency:   Wisser  &  Sanchez  Inc. 

SOUTHERN    CALIFORNIA 

EDISON   COMANY    79 

Agency:   Doremus  &  Company 

SOUTHERN   NATURAL  GAS 

COMPANY     63 

Agency:   Doremus  &  Company 
SOUTHERN    RAILWAY  SYSTEM    .  .  .    50-51 

Agency:  Cunningham  &  Walsh   Inc. 

SPEAR  &  STAFF,   INC. 

COM-STAT    DIVISION     77 

Agency:  Alfred  S.  Buyer,  Inc. 

SPEAR   &  STAFF,   INC. 
INVESTMENT   MANAGEMENT 

DIVISION    70 

Agency:   Kenyon    &    Eckhardt    Inc. 

STOCK   FUNDAMENTALS  CO 68 

Direct 
TESSEL,  PATURICK  &  OSTRAU, 
INC 57 

Agency:  Slesar  &  Kanzer,  Inc. 

TUCSON   GAS   &   ELECTRIC  COMPANY   38 

Agency:  Waller  &  Sarlat  Advertising, 
Inc. 

UNIONAMERICA,    INC 54 

Agency:  Weinberg  Advertising 
Company 

□  UTAH   POWER  8.   LIGHT  CO 10 

Agency:  Gillham  Advertising,  Inc. 

THE   VALUE  LINE    INVESTMENT 

SURVEY      67 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

WOLFE  8.  CO 74 

Agency:  Albert  Frank-Guenther  Law;, 
Inc. 
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THOUGHTS 


•   •   • 


ON  THE 
BUSINESS  OF  LIFE 


Justice  is  the  constant  desire   and 
effort  to  render  to  every  man  his  due. 

— JuSTI>aAN 


The  fame  of  men  ought  always  to 
be  estimated  by  the  means  used  to 
acquire  it.        — La  Rochefoucauld 


The  happiness  of  your  hfe  depends 
upon  the  quaHty  of  your  thoughts, 
therefore  guard  accordingly;  and  take 
care  that  you  entertain  no  notions 
unsuitable  to  virtue  and  reasonable 
natin-e.  ■ — Marcus  Antoxius 


Humanity  is  the  virtue  of  a  woman, 
generosity  of  a  man.  The  fair  sex, 
who  have  commonly  much  more 
tenderness  than  ours,  have  seldom  so 
much  generosity.  — Adam  Smith 


What  is  called  virtue  in  the  com- 
mon sense  of  the  word  has  nothing  to 
do  with  this  or  that  man's  prosperity, 
or  even  happiness. — James  A.  Froude 


Justice  is  spontaneous  respect,  mu- 
tually guaranteed,  for  human  dignity, 
in  whatever  person  it  may  be  com- 
promised and  under  whatever  circum- 
stances, and  to  whatever  risk  its  de- 
fense may  expose  us. 

— P.  J.  Proudhox 


Conscience  admonishes  as  a  friend 
before  punishing  us  as  a  judge. 

— Stanislaus  Leszcynski 


B.  C.  FORBES 

Justice  must  be  blind  to  the 
hardness  or  softness  of  a  mans 
hands,  as  well  as  to  the  leanness 
or  fatness  of  his  pocketbook. 


It  is  the  inclination  and  tendency 
of  the  heart  which  finally  determines 
the  opinions  of  the  mind. 

— Christoph  Luthardt 


Nobody  is  poor  unless  he  stands  in 
need  of  justice.  — Lactantius 


The  morals  of  men  are  more  gov- 
erned by  their  pursuits  than  by  theii 
opinions.  A  type  of  virtue  is  first 
formed  by  circumstances,  and  men 
afterwards  make  it  the  model  upor 
which  their  theories  are  framed. 

— W.  E.  H.  LeckJ 


To  withdraw  ourselves  from  th' 
law  of  the  strong,  we  ha\'e  foun 
ourselves  obliged  to  submit  to  justice 
Justice  or  might,  we  must  choos 
between  these  two  masters. 

— Luc  de  Vau\-exargue 


Whoever  takes  it  upon  himself 
establish  a  commonwealth  and  pr< 
scribe  laws  must  presuppose  all  me 
naturally  bad,  and  that  they  will  yiel 
to  their  innate  evil  passions  as  ofte 
as  they  can  do  so  with  safet\'. 

— NiccoLO  Machiavel: 


There  is  no  real  wealth  but  the 
labor  of  man.  Were  the  mountains 
){■  gold  and  the  valleys  of  silver,  the 
world  would  not  be  one  grain  of  corn 
richer;  not  one  comfort  would  be 
added  to  the  human  race. 

— Percy  Bysshe  Shelley 


Poverty  often  deprives  a  man  of  all 
spirit  and  virtue,  it  is  hard  for  an 
empty  bag  to  stand  upright. 

— Benjamin  Franklix 


Nothing  is  at  last  sacred  but  the 
integrity  of  your  own  mind. 

— Ralph  Waldo  Emerson 


The  truth  is  not  so  much  that  man 
has  conscience  as  that  conscience  has 
man.  — Isaac  Dorxer 


There  is  no  such  thing  as  justice — 
in  or  out  of  court. 

— Clarence  Darrow 


It  is  impossible  to  find  twehe  ff 
men  in  all  the  world. 

— ^\^  C.  Fiel 


More  than  3,000  "Thoughts"  in 
dexed  by  author  and  subject,  flnj 
now  available  in  a  574-page  hooll 
at  $6.95.  Send  check  and  order  to\ 
Forbes  Inc.,  60  Fifth  Avenue,  Neul 
York,  N.Y.  10011.  (Sales  tax:  Nev\ 
York  City,  add  6%;  rest  of  Net\ 
York  State,  3%  to  6%  as  required. 


Conscience  is  the  root  of  all  true 
courage;  if  a  man  would  be  bra\'e  let 
him  obey  his  conscience. 

— James  F.  Clarke 


R\'  the  just  we  mean  that  which 
is  lawful  and  that  which  is  fair  and 
equitable.  — Aristotlv: 


A  Text . . . 


Sent  in  by  Mrs.  Paul  W. 
Thomas,  St.  Davids,  Pa. 
What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


For  he  that  will  love  life,  and  see  good 
days,  let  him  refrain  Ids  tongue  from 
evil,  and  his  lips  that  they  speak  no 
guile:  Let  him  eschew  evil  and  do 
good;  let  him  seek  peace,  and  ensue 
it.  —I  Peter  3:10,11 
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TENNECO  CHEMICALS,  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECO  OILCO.  O 
PACKAGING  CORPORATION  OF  AMERICA  O  KERN  COUNTY  LAND  CO.  O  J.  I.  CASE  CO.  O 
WALKER  MANUFACTURING  CO.  O   NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO.  O 


{ 


Chemicals  are  some 
of  our  business 


S^OKT   TOOS    OF   rRONTEHA*  SCUL'TUIICP  P<MJM*( 
•HCC.  T.M,  OF  TCNNCCO  CMCMICAlt.  W 


Some  $240  million  a  year  in  chemical  sales.  Some  4,000  chemical  products. 
Some  55  chemical  plants  on  4  continents.  All  of  which  moke  chemicals  an 
important  part  of  our  business.  In  all,  our  business  is  now  over  $2  billion  a  year— 
and  still  growing.  Tenneco.  Building  businesses  is  our  business. 


TENNECOi  TENNECO  INC 


^V  hen  enthusiasm  jouis  experience 
profits  jump 


Two  years  ago  Warner  &  Swasey  bought  its  Lima 
Division.  In  those  two  years  Lima  profits  have  in- 
creased by  6  times.  Lima  is  an  aggressive  young  company 
manufacturing  steel  coil  conversion  equipment  and  spe- 
cial machinery.  It  is  one  of  the  more  recent  acquisitions  in 
the  Warner  &  Swasey  program  of  diversification  which 
merges  its  own  long  experience  in  precision  manufactur- 
ing with  energetic  managements  and  unusual  profit 
potentials.  We  would  be  pleased  to  tell  you  more  about 
these  additions. 


One  man  with  Numerical  Control 
operates  the  Warner  &  Swasey  Coil 
Conversion  System  and  Slitter,  with 
important  savings  in  time  and  materials. 


YOU  CAN  PRODUCE  IT  BETTER,   FASTER,   FOR   lESS   WITH  WARNER   &  SWASEY   MACHINE   TOOLS,   TEXTILE    MACHINERY,    CONSTRUCTION    EQUIPMENT 
FORBES.   lUNE  15,  1969  ^ 


(What  I  said  about  Long  Distance  costing  too  much.) 

Some  businessmen  used  to  think  it  cost  too  much 
to  use  Long  Distance  in  their  day-to-day  opera- 
tions. But  now  they  think  differently.  They  know 
time  is  expensive.  And  that  calling  costs  less  than 
ever.  So  they  say,  "Settle  it  now  by  Long  Distance." 


VOUR  A  ^  I* 

NETWORK  • 
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Gulf  Insurance  stockholders  thought  the  offer  Sam  Wyly  made  for  their  company  was 
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L°rM?inx!i^nl.,lfL°J.^^^'''  *^^  ^^^^  °^  ^°b''  had  to  Suffer  for  years. 

The  script  has  it  that  heads  of  movie  companies  must  be  either  geniuses  or  bums 

WAKe"fERN  FOOD    ~°''  ^^"'^^^^^"^^  ^  ^°^P'6  °^  *hem  are  hardly  geniuses. 

Faiiure  can  liarm  an  organization,  but  in  a  co-op,  so  can  success 

BOSTON  &  MAINE 

A  long  succession  of  losing  yesterdays  won't  keep  Burt  Kleiner  from  making  monev 

on  the  old  railroad  tomorrow. 

POLAROID 

Being  the  true  story  of  how  a  once-little  company  is  about  to  overtake  Eastman  Kodak 

IP  'ts  original  field.  All  it  took  was  a  genius  and  some  reasonable  facsimiles. 

TEKTRONIX 

Diversification?  Why  not  get  a  hammerlock  on  a  single  promising  product' 
LOADED  LAGGARDS 

Inflation  or  no,  high-asset  low-market-value  companies  are  still  around.   In  fact    this 
year's  list  has  several  newcomers. 
BANK  OF  AMERICA 

The   biggest   U.S.   bank  figures   it  just  got  under  the   wire   in   setting  up   its  foreign 
network— and  a  very  profitable  wire  it  has  proved  to  be. 
ENGELHARD  MINERALS  &  CHEMICALS 

The  idea  was  to  combine  the  operations  that  could  generate  the  cash  with  the  opera- 
tions that  could  use  it  profitably. 
CURRENT  RATIOS 

The  bigger  they  get,  the  less  cash  they  seem  to  need.  That  is,  all  but  IBM  .  .  . 
SEATRAIN  LINES 

What  are  a  couple  of  ex-furriers  doing  building  supertankers?  But  if  you  see  how  far 
they've  come,  and  what  help  they've  got,  you  almost  begin  to  believe  .  .  . 
AN  INTERVIEW  WITH  HEW  SECRETARY  ROBERT  H.  FINCH 

The  man  who  supervises  the  spending  of  $50  billion  explains  how  he  expects  soon  to 
be  spending  considerably  more. 
RECOGNITION  EQUIPMENT 

It  has  the  lion's  share  of  a  very  fast-growing  though  still  small  market  called  optical 
character  recognition.  But  what  if  the  big  boys  should  invite  themselves  in? 
THE  MONEY  MEN 

Meet  Yankee  John  Gosnell,  who  showed  insurance  companies  how  to  buy  cheaply  into 
other  companies,  and  also  showed  other  companies  how  to  buy  into  insurance. 
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'First  we  take  the  whole  plane 
apart,  piece  by  piece" 


American  Airlines  has  a  special  place. 
Where  everything  that  can  be  done  to  a 
plane,  is  done  to  a  plane. 
Where  over  3,000  nnechanics  work  shifts 
around  the  clock.  And  every  Astrojet 
takes  its  turn  getting  overhauled. 
It's  our  sprawling  maintenance  and  engi- 
neering center  in  Tulsa,  Oklahoma. 
A  55-million-dollar  base  that  covers  255 
acres,  and  is  still  growing. 
But  inTulsa,  nothing  will  ever  be  bigger 
than  the  responsibility. 
James  Morgan,  an  airframe  mechanic  for 
13  years,  talked  to  us  about  his  job: 
No  one  section  or  part  is  more  impor- 
tant than  the  next. 

Everything  has  to  be  perfect.  The  ribs, 
the  beams, the  skin  surface,  the  landing 
gear,  the  power  systems. 
First  we  make  sure  we  did  the  job  right, 
then  an  inspector  comes  along  to  make 
sure  we  did  the  job  right.  Check,  check, 
and  recheck. 

If  your  automobile  got  the  same  kind  of 
attention,  it  would  last  foroverlOOyears. 
Tell  the  passengers  that!' 

James  Morgan  is  our  kind  of  man.  He  has 
his  job  because  he's  the  best  at  it.  That's 
the  American  Way. 

Ry  the  American  Way.  American  Airlines 


Astrojet  IS  a  Mrvice  ma/it  of  American  Airlmee  Inc 


"We  do  not  believe  volume  sales  or  bigness,  for  their  own  sake, 
make  a  healthy  or  lasting  contribution  to  the  stockholder,  the 
employee,  or  to  the  economy  of  our  nation.  We  do  believe 
earning  capability  to  be  a  more  worthwhile  motive  for  a  business 
enterprise.  Only  through  earnings  can  a  company  grow 
and  prosper  year  after  year. .  /' 


FREDERIC  J.  ROBBINS,   PRESIDENT 
BLISS  &  LAUGHLIN    INDUSTRIES,   INC. 


You  are  cordially  invited  to  ^vritc  for  your  copy  of  Bliss  &  Latcghl\ 
hidustries'  most  recent  annual  report.  Address  your  request 
Richard  K.  Klink,  Vice  President,  Secretary  and  Treasuri\ 


-m  BUSS  Si  LAUGHLIN  industries 


126  West  22nd  Street 
Oak  Brook,     III.  60521 


A  diversified   manufacturer  and   distributor  of  equipment  and   tools   for  the  construction    industry,    products  for 
material  handling,  appliance,  furniture,  and  electronic  industries,  and  a  leading  producer  of  cold  finished  steel  b  | 
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Side  Lines 


Why  Don't  You  Just  Go  Away!  Or  The  Reluctant  Guru 

After  about  four  months  of  trying,  dozens  of  telephone  calls,  end- 
less cooling  of  heels  and  more  than  a  few  unkept  appointments, 
Polaroid  finally  said  to  Forbes,  okay,  we'll  talk  to  you  about  our 
company.  Eagerly,  Special  Reports  Editor  Kenneth  Schwartz  hot- 
footed it  to  Cambridge,  Mass.  His  greeting?  A  beady  eye  from  Pol- 
aroid Vice  President  Stanford  Calderwood  and  these  words: 

"You  know,  of  course,  that  we  don't  want  you  here.  But  what 
is  it  you  want  to  know?"  Schwartz,  a  15-year  veteran  of  business 
journalism,  knew  that  Polaroid  had  not  talked  to  the  press  about  its 
corporate  affairs  in  a  big  way  since  the  early  Sixties.  When  he  first 
approached  the  company,  Polaroid  said  no,  flatly.  Then  they  said  may- 


be. Then  they  set  up  appointments  which  they  canceled  at  the  last 
moment.  Good  reporter  that  he  was,  Schwartz  kept  trying.  We'll  let 
him  take  the  story  from  here: 

"Finally,  in  mid-April  I  called  Julius  Silver's  oflBce  in  New  York. 
I  knew  Silver  was  a  Polaroid  director  and  close  to  [president  and 
founder  Edwin]  Land. 

"Fortunately,  Silver's  secretary  was  a  fan  of  Forbes.  She  said  she 
couldn't  understand  what  was  wrong.  'They're  such  nice  people  up 
there.  You'll  love  them.' 

"In  20  minutes  she  called  back.  I  should  relax.  It  was  all  set. 

"The  next  day  I  called  Stan  Calderwood  in  Cambridge.  He  was 
not  exactly  happy,  but  promised  cooperation.  Never,  never  again 
will  I  underestimate  the  power  of  a  good  secretary!" 

After  that  the  doors  opened  and  Ken  Schwartz  spent  many  hours 
with  Land  and  other  Polaroid  executives.  How  did  the  meeting  with 
Land  go?  In  Schwartz'  words: 

"Land  was  cordial,  but  tense  and  ill  at  ease.  He  paced  the  room, 
trying  to  light  an  old  corncob  pipe.  We  weren't  getting  anywhere 
until  I  dropped  the  specific  questions  and  got  on  to  Land's  corporate 
philosophy,  the  principles  behind  the  company.  That  grabbed  him 
and  he  talked  more  freely." 

Why  was  Polaroid  so  uneager  to  talk?  Our  theory  is  that  Polaroid 
brass  feels  that  the  company  has  had  glory  enough.  What  it  needs 
now  is  to  deliver  on  its  promises.  And  why  alert  the  competition  to 
what  they  are  doing?  Their  policy  seems  to  be,  "Let's  do  it  and  let 
the  competition  find  out  after  it  happens." 

Well,  whatever  the  reason.  Reporter  Schwartz  got  his  man.  And, 
in  a  way,  so  did  Land.  Just  before  Schwartz  left  Land's  ofiBce,  the 
Great  Man  remarked  to  his  aides:  "Ah,  we  may  have  another  disciple." 
But  rarely  has  a  disciple  had  a  more  reluctant  guru. 

The  story  begins  on  page  34.  We  think  it  is  a  darned  good  one.  ■ 
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total  distribution  system 
i'es  your  goods  directly 
I  our  customers. 


A  lot  of  Northern  Pacific  thinking  goes 
into  developing  new  concepts 
of  distribution. 

One  example  is  our  exclusive 
Big  Pasco  Plan,  which  cuts  distribution 
costs  in  the  Pacific  Northwest. 
Here's  how  it  works: 

Your  freight  moves  by  fast  NP  rail 
service  from  east  of  the  Rockies  to 
Pasco,  Washington. 

From  this  hub,  we  deliver  to  store  doors 
and  docks  in  475  Washington,  Oregon 
and  Idaho  communities.  By  rail,  piggyback 
or  our  own  trucks.  Whichever  is  best. 

We  do  this  at  published  distributive 
rates  which  can  save  you  11%  to  89% 
in  distribution  costs  over  other  methods. 
And  if  you  need  it,  in-transit  storage 
can  be  arranged,  too. 

For  a  free  detailed  booklet  on  the 
Big  Pasco  Plan,  contact  your  nearest 
NP  representative,  Or  write 
The  Big  Pasco  Plan,  Northern  Pacific 
Railway,  Central  Building, 
Seattle,  Washington  98104. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 
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On  the 

Middle  South 

waterfront 


Economic  development  of 

the  Middle  South  has  been 

greatly  influenced  by  the 

mighty  Mississippi  River. 

Even  more  so  today. 
Development  on  one  of  its 
tributaries— the  Arkansas- 
is  opening  450  miles  of 
new  waterfront  industrial 
sites.  The  abundant  natural 

resources  of  Arkansas, 

Louisiana  and  Mississippi, 

combined  with  economical 

water  transportation,  offer 

exciting  new  opportunities 

to  industry.  Consider 

barging  in  on  the  Changing 

Middle  South.  It'll  be 

worth  your  while. 

lA//.',    ■  Middle  South. 

Box  6  WOO,  New  Orleans, 

La.  70  WO. 
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ARKANSAS  POWER  4  LIGHT  COMPANY  LITTLE  ROCK.ABK. 
LOUISIANA  POWER  i  LIGHT  COMPANY.  NEW  ORLEANS.  LA 
MISSISSIPPI  POWER  I  LIGHT  COMPANY.  JACKSON.  MISS 
NEW  ORLEANS  PUBLIC  SERVICE  INC  .  NEW  ORLEANS.  LA 
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Trends 

&  Tangents 


WASHINGTON 


Bank  Power 

The  Senate's  recendy  passed 
mutual  fund  bill  aimed  at  elimi- 
nating front-end-load  sales  charges 
and  other  abuses  also  contains  a 
bonus  for  banks.  A  clause  would  lot 
banks  sell  their  own  mutual  funds 
as  an  alternative  investment  to 
savings  accounts.  This  prize  was 
not  really  challenged  in  the  Senate 
but  will  be  vigorously  attacked  in 
the  House  of  Representatives  where 
Banking  &  Currency  Committee 
Chairman  Wright  Patman  plans  to 
join  forces  with  the  mutual  fund 
lobby  to  frustrate  his  ancient  en- 
emy— the  banks.  The  House  has 
well  over  a  year  to  work  on  fund 
legislation,  however,  and  early  bet- 
ting has  it  that  the  old,  entrenched 
banking  lobby  will  eventually  out- 
gun  the  relatively  new  mutual  fund 
lobby  to  make  the  banks  a  power- 
ful new  force  in  the  fund  business. 

Ceiling  Wax 

The  House  of  Representatives 
has  passed  a  bill  which  puts  a  lim- 
itation of  $192.3  billion  on  all 
government  expenditures  for  fiscal 
1970 — no  exemptions.  Last  year 
Congress  applied  some  limitations 
on  spending  before  it  passed  the 
10%  surtax,  but  it  provided  for 
around  $100  billion  worth  of  ex- 
emptions (such  as  the  war  in  Viet- 
nam and  Social  Security  trust 
funds ) .  This  year's  far  more  sweep- 
ing limitations  appeal  to  most  mem- 
bers of  Congress  and,  because  of 
this,  will  help  wax  the  skids  for 
President  Nixon's  highly  unpopular 
10%  surtax  extension  request.  Au- 
thority for  this  statement  is  none 
other  than  Ways  &  Means  Chair- 
man Wilbur  Mills,  who  told  Forbes: 
"This  legislation  will  help  [passage 
of  the  surtax].  Congress  can  raise 
and  lower  the  ceiling.  It  takes  it 
out  of  the  President's  hands." 


BUSINESS 


Course  of  Empire. 

British  Petroleum's  hopes  of  es- 
tablishing itself  as  a  major  factor  in 
the  U.S.  gasoline  market  (Forbes, 
Apr.  1 )  seemed  assured  last  month. 
In  exchange  for  its  U.S.  operations, 
including  Sinclair's  east  coast  ser- 


vice-station network  acquired  last 
spring,  BP  worked  out  a  deal  to 
acquire  a  25%  intitial  interest  in 
Standard  Oil  of  Ohio,  and  as  much 
as  29%  more  over  the  next  decade, 
depending  on  how  rapidly  BP's 
Alaskan  oil  production  begins  flow- 
ing. Since  the  Sinclair  acquisition, 
the  prospects  of  BP's  North  Slope 
find  have  brightened  so  spectacu- 
larly that  BP  now  needs  an  outlet 
for  two  to  three  times  as  much 
crude  as  it  had  originally  expected. 
Deficit  refiner  Sohio  will  fill  the  bill 
perfectly. 

Silver  Lining? 

"Things  are  not  as  dark  as  they 
appear,"  says  Ernest  Wilson,  attor- 
ney for  the  Northern  Delaware  In- 
dustrial Development  Corp.,  about 
the  $41  million  worth  of  industrial 
revenue  bonds  that  the  state-spon- 
sored corporation  issued  in  1966  to 
help  Phoenix  Steel  modernize  its 
Claymont,  Del.  plant.  Unfortunate- 
ly, substantial  starting  losses  con- 
tinued to  afflict  Phoenix,  and  the 
bonds  recently  yielded  a  distressed 
7.1%  in  a  5.9%  revenue  bond  mar- 
ket. But  Wilson  points  out  that  the 
bonds  are  backed  by  a  first  mort- 
gage on  both  the  Claymont  plant 
(Continued  on  page  14) 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided  ; 
below. 
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Announcing 
the  North  American  Philips 

Corporation 


On  February  1 4,  1 969,  North  American  Philips  Com- 
pany, Inc.,  merged  with  Consolidated  Electronics  Industries 
Corp.  The  merger  created  the  North  American  Philips  Cor- 
poration. It  now  has  46  divisions  and  subsidiaries. 

These  days,  there  ore  many  multi-market  companies. 
But  none  of  them  is  quite  like  North  American  Philips. 

Here's  why: 

1 .  We  area  growth  company.  But  unlike  many  others, 
we  concentrate  our  efforts  in  clearly  defined  fields:  elec- 
trical/electronic and  chemical/pharmaceutical  These  ore 
the  things  we  know,  the  things  we  know  we  do  well. 

Our  technological  innovation  and  research  are  sys- 
tematically focused  in  these  areas.  Many  of  our  member 
companies  have  their  own  new-product  development  facili- 
ties. They  are  also  supported  directly  by  our  central  re- 
search laboratories  in  New  York,  and  benefit  from  our 
association  with  one  of  the  largest  research  complexes  in 
Europe.  Their  aim  is  constantly  to  strengthen  and  broaden 
our  position  in  the  markets  we  have  chosen  to  serve. 

2.  We  prefer  to  cultivate  our  own  garden.  At  North 
American  Philips,  we  look  over  the  garden  fence  only  when 
we  feel  fenced  in.  We  select  opportunities  for  external  ex- 
pansion very  carefully  indeed. 

When  we  spot  a  market,  we  study  the  market's  profit- 
ability. When  we  spot  a  potential  acquisition,  we  study  the 
company's  management  and  products  with  the  some  core. 

In  short,  we  discriminate.  Our  objectives  determine 
our  acquisitions;  we  never  allow  an  opportune  acquisition 
to  shape  our  objectives. 

3.  North  American  Philips  Corporation  likes  to  give 
moximum  autonomy  to  its  member  companies.  We  expect 
them  to  turn  a  profit,  but  we  let  them  do  it  their  own  way. 

We  don't  turn  entrepreneurs  into  faceless  company 
men.  We  think  that  if  a  man  has  the  stamina  and  individual- 
ity to  create  a  successful  business,  he  is  the  best  man  to  run 
it  successfully. 

One  company  owner  actually  turned  down  an  offer 
a  million  dollars  higher  than  ours,  because  he  knew  he 
would  still  be  his  own  man  at  North  American  Philips. 


We  hove  only  three  rules.  Our  member  companies 
must  make  good  products.  They  must  make  o  sensible  profit. 
They  must  be  inspired  with  the  divine  unrest  that  leads  to 
better  things. 

4.  But  autonomy  is  not  anarchy.  North  American 
Philips  Corporation  is  not  a  holding  company  counting  prof- 
its. We  guide  our  divisions,  but  the  guidance  is  relative  and 
personal,  rather  than  absolute  and  mechanical.  This  has  the 
great  virtue  of  allowing  us  all  to  function  in  our  respective 
areas  of  greatest  competence.  We  are,  so  to  speak,  pro- 
fessional generalists  with  the  advantages  of  a  broad  ob- 
jectivity. Our  division  managers  are  professional  specialists, 
with  the  means  to  implement  their  enthusiasms. 

5.  North  American  Philips  Corporation  is  already  a 
success,  not  a  speculative  venture. 

We're  financially  stable:  a  half-billion  dollar  com- 
pany with  an  uncomplicated  capital  structure  and  a  long- 
term  debt  of  only  $53  million. 

One  of  our  family  of  companies  introduced  the  tape 
cassette  to  America.  Another  sells  the  most  popular  men's 
electric  shaver  in  the  country.  Another  has  come  up  with  a 
vaccine  for  German  measles. 

One  earned  an  Oscar  for  an  extraordinary  motion 
picture  projecror.  One  designed  a  little  machine  that  stays 
at  the  supermarket  after  hours,  and  gives  inventory  infor- 
mation when  a  computer  calls  on  the  telephone. 

6.  North  American  Philips  Corporation  has  quite  a 
future.  We're  sound  but  not  stodgy.  Innovative  but  not  wild. 

We  look  before  we  leap.  We  find  out  what  people 
want  but  don't  have.  Then  we  figure  out  how  we  con  fill  the 
need  profitably. 

This  marketing  approach  gives  North  American 
Philips  a  much  better  than  average  record  for  successful 
new  products.  Our  entrepreneurs  will  see  that  it  keeps  hap- 
pening. They  have  a  built-in  radar  for  good  business. 

If  any  of  this  sounds  interesting  to  you  as  on  investor, 
send  for  our  Annual  Report.  It's  good  reading.  Write  to 
North  American  Philips  Corporation,  1 00  East  42nd  Street, 
New  York,  New  York  1 00 1 7. 


North  American  Philips  Corporation 


Advonce  Tronsformer  Company  •  AKG  Products  •  Alliance  Manufacturing  Company  •  Amperex  Electronic  Corporation  •  Business  Products  Division 

Corolino  Cooch  Compony  •  Chicago  Magnet  Wire  Corp.  •  Dubbings  Electronics.  Inc.  •  Ferroxcube  Corporation  •  The  A.  W.  Hoydon  Company  •  Home  Appliance  Division 

Home  Entertainment  Products  Division  •  Kulka  Electric  Corp.  •  Medical  Systems  Division  •  Mercury  Record  Corporation  •  Mullard,  Inc. 

Ohmife  Manufacturing  Company  •  Philips  Broodcasf  Equipment  Corp.-  Philips  Elmet  Corporation  •  Philips  Laboratories  •  Plastic-Ware,  Inc.  •  Price  Electric  Company 

Pye  Communications   Inc  •  Radiant  Lamp  Corporation  •  Science  Accessories  Corp.  •  Herman  H.  Smith,  Inc.  •  Troining  and  Education  Systems/American  Aniline  Products,  Inc. 

Anchor  Brush  Company   Inc  •  Electrical  Industries  •  Industrial  Circuits  Company  •  Philips  Electronic  Instruments  •  Philips  Metolonics  •  Philips  Roxane,  Inc.  •  Anchor  Serum 

chorSaurez  •  Philips  Roxane  Laboratories,  Inc.  •  Pix  Manufacturing  Company  •  Soleau  Manufacturing  Compony  •  Thompson-Hoyword  Chemical  Company/Digitronics  Corporation 

Dialight  Division  •  Invac  Division/The  Sessions  Clock  Company/Chappel  and  Company,  Inc.  •  Choppel  and  Company,  Ltd. 
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Varo? 
What  are 
thev  in? 


Color  television. 


Among  other  things. 

We  don't  make  TV  sets. 

But  were  helping  to  make  them  better. 

We  developed  a  high  voltage  diode  for  color 
sets  that  replaces  vacuum  tube  components 
once  needed. 

It  has  made  totally  solid  state  TV  circuitry 
economically  possible  for  the  first  time. 

Color  television  is  just  one  of  many  markets 
served  by  Varo's  growing  product  lines.  Were 
also   in   gyroscopic   instruments,   transporta- 


tion, hybrid  integrated  circuits,  and  image  in- 
tensificationj  as  well  as  supplying  components 
to  the  computer  industry. 

While  we  are  becoming  more  and  more  di- 
versified, all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the  ex- 
tent of  our  involvement,  write  for  our  annual 
report.  Address  your  request  to  Public  Rela- 
tions. Dept.  F-IO. 


o 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  BIdg. .  P.  O.  Box  4 1 1 .  Garland,  Texas  75040 


New  Spkol  on  the  New  York  Stock  Exchange 

GREATER  WASHINGTON  INVESTORS,  INC.,  a  venture 

capital  investment  company  which  provides  funds 
to  carefully  selected,  technologically  oriented, 
young  companies  that  offer  the  potential  for  signif- 
icant growth.  Listed  June  4, 1969.  For  information 
write:  Mr.  Don  A.  Christensen,  President,  1725  K 
Street,  N.VV.,  Washington,  D.  C.  20006. 


Trends 

&  Tangents 

and  Phoenix  Steel's  other  plant  in 
Phoeni,xvi]le,  which  is  running  at  a 
^profit.  And  a  $3.3-million  interest 
reserve  fund  is  available  to  tide 
the  bondholders  over  if  it  should 
ever  prove  necessary  to  foreclose 
and  find  a  buyer  for  the  plants. 

While  They're  Young 

What  does  baby  food  have  in 
common  with  low-priced  term  in- 
surance? Struggling  young  parents, 
that's  what.  Reasoning  that  the 
same  customers  who  need  its  baby 
food  also  need  cheap  insurance, 
Gerber  Products  has  started  Gerber 
Life  Insurance  Co.,  a  subsidiary 
that  sells  cheaply  via  direct  mail. 
The  company  has  been  licensed  in 
eight  states  and  will  be  covering 
half  the  nation  within  a  year. 

Hair  Appeal 

As   ever)'   married   man   knows, 
his   wife   and   daughters   have  no 
qualms   about   snitching   a   bit  of 
transparent  tape  to  hold  bangs  or 
wisps  of  hair  in  place.  Since  the 
tape  was  being  used  for  the  pur- 
pose, the  3M  Co.  decided  to  de- 
velop   the    market.    The    result   is 
Scotch  Brand  Hair  Set  Tape,  which 
is  pink    (to  match  the  ubiquitous  i 
hair  curlers?)  and  comes  in  a  pink 
dispenser.    All    of    which    proves  j 
again  that  if  you  can  hang  a  label  i 
on    something,    you   probably   canij 
sell  it. 

The  Best  Defense 

Several    acquisitors    have    taken  j 
swipes  at  profitable,  debtless  Chi- 
cago   Pneumatic    Tool    Co.,    andj 
Chairman  Norman  Readman  at  onej 
time  was  willing  to  end  the  tor- 
ment   by    going    with    Caterpillarl 
Tractor.  But  that  merger,  proposed] 
last  year,  was  blocked  by  the  Jus- 
tice  Deparbuent.   Now,   Readmarj 
has  made  it  clear  that  he's  tired  olj 
being  a  target,  and  would  rather  g( 
on  the  ofl^ensive.  He  has  hired  a." 
president     Thoiuas     P.     Lattimer) 
fonnerly  a  group  vice  president  o  | 
Dresser  Industries.  "We  obviousl; 
have  the  wherewithal  for  acquisi] 
tions,"  Lattimer  says.  "CP  is  verj 
strong     financially.      Almost     to  I 
strong,    \ou    might    say."    An    ir 
teresting  sidelight  is  that  Lattime 
worked  at  Dresser  in  1966,  whel 
Dresser   made  a  pass   at   Chicag 
Pneumatic     but     got     the     col  I 
shoulder  from  Readman. 

(Continued  on  page  112) 
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'^Getting  new 
products  off  the 
ground  takes 
careful  managing. 
The  many  nev; 
products  our 
divisions  introduced 
last  year  helped 
us  come  up  with 
a  17%  profit  increase. 
No  wonder 
we're  proud. 


Scovill.The  proud  parent. 


f  Scovill  Family  of  Products:  Hamilton  Beach  electric  housewares;  NuTone  built-ins  and  electronics;  Lightcraft  lighting  fixtures;  Woodcarv 
•nets;  Caradco  windows  and  doors;  Gripper  and  Nyiaire  apparel  fasteners;  Dominion  Electric  appliances;  Clinton  notions  and  Dritz 
*  ng  aids;  Bogene  closet  accessories;  Schrader  tire  valves;  brass,  copper  and  aluminum  mill  products;  cosmetic  containers;  auto- 
''ive  products;  fluid  power  products;  industrial  hose  couplings;  custom  parts  and  assemblies;  aerosol  products;  metal  stationery  supplies. 
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Not 
everything  we  make 
comes  with  mudfiaps. 


S  TRAILERS. 
^UEHAUF  DIVISION 
5: 

lum  dry  (reight 
lers  Refngercjted 
lers  Gir-haul 
lers  Open-top 
lers  Platform  con- 
Lvestock  cwn- 
Stainless  Steel 
ers  Container 
.  Dollies,  (hello') 
ck  bodies.  Platform 
Ddies  Dump  truck 
Piatlorm.  slake  and 
ick  bodies 
HS  Leases 

S  TANK  TRAILERS 
RY  BULK  TRAILERS, 
iDEPENDENT 
.  PRODUCTS 
-':  WKES 

d  dry  bulk 
[ciL     I  aluminum. 
kI  stainless  steel 
xxaled  plywood  dry 
conlainers.  (Ply- 

Plasiic  coated 
i  relngerated  con- 

(Plywood') 

SEARCH  AND 
DPMENT  DIVISION 
i; 
roughs 


OUR  FRUEHAUF  RNANCE 
COMPANY  MAKES: 
Deals  on:  Trailers.  Con- 
tainers Dockside  cranes 
Ship  containenzation. 

OUR  FRUEHAUF 

INTERNATIONAL  UMITED 

MAKES: 

Overseas  transactions  with 

our  foreign  subsidiaries 

and  makes  export  sales  a 

lot  easier  for  everybody. 

BESIDES  VAN,  FLAT 

DUMP  REFRIGERATED 

AND  UVESTOCK  TRAILERS, 

OUR  HOBBS  DIVISION 

MAKES 

HydPak  refuse  collection 

systems  Leases 

OUR  INTEGRATED 
SYSTEMS  AND  PRODUCTS 
DIVISION  MAKES 
Cargo  handling  systems 
Military  equipment  includ- 
ing armored  car  bodies, 
tactical  missile  carriers, 
ground  support  equipment, 
tank-trailers,  truck  tanks, 
amphibious  cralt,  missile 
launchers,  truck  bodies 
and  cabs,  military  con- 
tainers, special  personnel 
shelters,  and  CLASSIFIED, 
CLASSIHED  CLASSIFIED. 

OUR  MAGOR  RAILCAR 
DIVISION  MAKES 
Flexi-Quad  piggyback  and 
container  railcars.  Alum- 
inum covered  hopper 
railcars.  Steel  covered 
hopper  railcars.  Steel  open 
hopper  railcars  Gondola 
railcars  Pulpwood  railcars 
Flatcars.  Automobile  rack 
cars  and  customized 
special-purpose  railcars. 
Leases. 


OUR  MARYLAND 
SHIPBUILDING  AND 
DRYDOCK  COMPANY 
MAKES: 

Ship  repairs.  Ship  conver- 
sions from  break  bulk  to 
containerized  cargo. 
Equipment  for  electrical 
power  stations  including: 
condensers,  evaporators, 
heaters  And.occasionally, 
ships. 

OUR  PACECO  DIVISION 
MAKES 

Dockside  container- 
handling  cranes  called 
Portainers.  Shipboard 
container-handling  cranes 
called  Shiptainers.  Mobile 
container-handling  gantry 
cranes  called  Transtainers. 
Tugboats.  Special  purpose 
boots  Barges  Landing 
craft  Container  feeder 
vessels.  Special  offshore 
drilling  platform 
equipment  Paceco  Pacer 
dredges.  Paceco-Mohr 
grab  dredges.  Custom 
dredges.  The  Hurricane 
Balljoint.  a  patented  pipe 
connector  Dredge  tenders 
Work  barges.  Hydroelectric 
powerplant  equipment 
including:  gates,  valves, 
cranes  and  hoists,  (there's 
a  dillerence)  Plus  bulk 
handling  equipment.  Also 
contract  manufacturing. 
And, occasionally,  ships. 


OUR  TRANSPORT 
INVESTMENT  DIVISION 
MAKES: 

Capital  available  (or: 
Working  capital.  New 
acquisitions.  Debt 
consolidation.  And  capital 
improvement.  (To  cus- 
tomers, only.  Sorry) 

OUR  RENTCO  DIVISION 

MAKES: 

Truck  trailers,  containers 

and  container  chassis 

available  for  rental 

or  lease 

OUR  PRO-PAR  DIVISION 
MAKES: 

Components  available  to 
trailer  and  body  builders. 
They  include  the  Pro-Par 
25,000  lb.  capacity  trailer 
axle  Trailer  landing  gear 
(y'know.  the  little  legs  in 
front).  Single  axle  suspen- 
sions. Tandem  axle  sus- 
pensions. Spring  suspen- 
sions. Air  suspensions. 
Prepamted  aluminum 
panels  for  trailers. 
Extruded  aluminum  floors 
tor  reefer  trailers.  Alumi- 
num rivets.  Air  hitches. 
Aluminum  extrusions. 
Reefer  meat  rail  kits.  Pro- 
Par  tires  Door  hardware 
including:  Lock  rods. 
Keepers.  Handles.  Retainer 
brackets.  Latch  handles. 
Hinges.  Attaching  hard- 
ware . . .  and  many  more. 


OUR  FRUEHAUF-FISCHBACH 
AUTOMATION  INC.,  MAKES: 
Automated  Warehouse 
Systems,  like  an  automo- 
bile Body  Storage  Con- 
veyor System.  Computer 
Controlled  End-Item  ware- 
houses tor  auto  heaters 
and  air  conditioners.  4,000 
ton  per  hour  Ore  Stackers 
like  the  one  at  Long  Beach. 
Baggage  handling  sys- 
tems. Cargo  handling 
systems.  Plus  Automated 
Post  Office  Systems. 

If  you'd  like  a  list  of  the 
things  we  make  that  do 
come  with  mudfiaps,  just 
write  us  at  our  Corporate 
Headquarters.  10900 
Harper  Detroit,  Michigan 
43232. 

By  the  way. 

We  don't  make  mudfiaps. 
We  buy  them  like  every- 
body else. 


We  built  airplanes, 
constructed  luxury  yachts, 
tested  a  nuclear  reactor, 
produced  heavy-duty  truck  axles, 

machined  industrial  gears, 
programmed  airborne  computers 

equipped  a  textile  plant 
and  worked  on 
Apollo  spacecraft. 


It  was  another  busy  day 

at  North  American  Rockwell. 

We  play  a  major  role  in  19  Busy  enough  to  make  us  With  our  background,  we  can  To  find  out  more  about  us, 

different  businesses.  To  the  oneof  America's  largest  manage  change.  Instead  of  write  for  our  1968  Annual 

tune  of  2.6  billion  dollars  corporations.  Our  work  just  letting  it  happen.  And  Report. 

in  sales  last  year.  And  every  in  dozens  of  diverse  fields  when  you  manage  change,  North  American  Rockwell. 

single  working  day,  we're  has  given  us  a  bank  of  you  help  shape  the  future.  P.O.  Box  707, 

busy  researching,  developing  technology  and  experience  That's  why  North  American  El  Segundo,  California  902^ ! 

and  marketing  over  100  involving  virtually  every  Rockwell  and  the  future  are 

different  product  lines.  American  industry.  made  for  each  other. 


^ 


North  American  Rockv 
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READERS  SAY 


Overlooked 

Sib:  We  at  Mutual  Benefit  Life  were 
chagrined  to  note  in  the  Ma>-  15  issue  of 
Forbes  the  absence  of  our  name  from 
the  list  of  the  20  largest  mutual  life  in- 
surance companies  in  the  U.S.  Our  flis- 
appointment  is  heightened  becau.se  of  the 
iieneral  acceptance  by  the  business  com- 
munitv-  of  analv-tical  presentations  made 
by  your  magazine. 

The  error  in  your  listing  of  mutual  life 
insurance  companies  will  be  apparent 
when  jou  recognize  that  our  assets,  as  of 
Dec.  .31.  1968.  were  $2.4  billion  and  that 
our  insurance  in  force  on  the  same  date 
was  SJ  1..3  billion. 

— John  J.  M.\co\er\-  Jb. 

President. 

The  Mutual  Benefit 

Life  Insurance  Co. 

Newark.   N.J. 

A    Belter   Life  Ahead 

Sir;  Your  article  on  WoKerine  World 
Wide.  Inc.  {  Fohhes.  May  I )  does  not 
mention  that  net  earnings  increased  to 
97  cents  per  share  in  1968  from  95  cents 
in  1967.  Thus,  the  decline  to  which  you 
refer  has  been  stopped.  Moreover,  sales 
climbed  11.6*?  in  1968.  These  are  some  of 
the  reasons  that  I'm  sure  "there's  a  bet- 
ter life  ahead,"  in  the  article's  words, 
for  me  as  new  president  and  for  the 
company. 

— .\LtHti)  L.  Seelve 

President 

WoKerine  World  Wide.  Inc. 

Rockford.  Midi. 

Someth'mg  Needs  fo  be  Done 

Sir:  .After  decades  of  self-restraint  on 
taking  issue  with  editorial  coniineiit,  tlio 
profligate  description  of  modern  nursing 
homes,  and  their  staffs  in  "Fact  &  Com- 
ment"  did  it  (May  1).  Fohbe.s  owes  an 
apology  to  the  people  who  have  dedicated 
their  lives  to  the  field  of  nursing  care  in 
the  past. 

Although  you  have  maligned  dedi- 
cated nursing  home  operators.  >()u  have 
opened  a  subject  which  needs  to  be 
investigated.  Medicare  is  a  giant  step  for- 
w^ird — for  the  elderly  at  least — but  the 
abuses  de\'eloping  from  a  new  breed  of 
promoters  in  companies  with  greedy 
underwriting  firms  needs  to  l)e  stopped 
now. 

— John"  E.  Cli.nmnuh.^m 
Warwick,  R.I. 

Sir:  By  die  "Law  of  Averages,"  bar- 
ring accident.  I  will  be  ready  to  enter  a 
nursing  home  in  about  ten  years. 

Assume  that  the  quality  of  "services ' 
continue  to  deteriorate  at  the  present 
rate  for  the  ensuing  years.  Assume  that 
I  got  in  near  the  bottom  on  several 
"nursing  home"  stocks.  Assume  that  I 
got  out  or  will  get  out  near  the  top  on 
these  stocks. 

I  would  have  piles  of  dollars — there 
(Cotttintied  on  page  20} 
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Doing  a  day's  work 
for  a  day's  pay 
may  be  out  of  style 
in  some  places 

but  not  in  Kentucky 


l^discover^^ 

<:>=»  KENTUCKY 


For  all  the  facts  about  "Kentucky's  Climate 
of  Confidence."  call  or  write  Paul  Grubbs, 
Commissioner,  Department  of  Commerce, 
Frankfort,  Kentucky  40601,  F-615  .... 
Phone  (502)  564-4270. 


LOUIE    B     NUNN 


**We  were  talking  about  blue  chips 
and  the  name  Hentz  came  up" 


H.  Hentz  &  Co.  •  72  Wall  St.  •  Founded  1856  •  Members  New  York  Stock  Exchange  •  Offices  in  Principal  Cities 
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WE  HELP  DIFFERENT  KINDS  OF  COMPANIES  GROW  TOGETHER. 

TESSEL.  PATURICK  8.  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND  /'j- 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y.  ^        Q- 


Young  Radiators 
are  used  where 
the  going  is  tough 

Y? 


YOUNG  RADIATOR  COMPANY 

General   OHices     Raci'-    Wisconsin   53403 

Radiito'i  •  Meal  Eichaftoers  •         Coorio  •  Untt  Ntlters 
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When  you're  not  in  your  home... 


...an  intruder  may  be 

Protection  of  your  property  used  to  involve 
elaborate  systems.  Euphonies  has  changed 
that  with  its  A-1  Intrusion  Alarm.  The  unit 
projects  an  ultrasonic  (high  frequency)  beam 
throughout  the  area  you  want  to  secure. 
Any  intruder  disturbing  this  pattern  activates 
a  signal  device,  such  as  lights,  bells,  buz- 
zers, etc.  Unlike  other  systems,  the  A-1  is 
fool-proof  and  cannot  be  defeated.  It  re- 
quires no  installation  .  .  .  merely  plugs  into 
any  110  volt  A.C.  source  .  .  .  and  this 
efficient  security  is  just  $99.95! 

See  Euphonies  in  action!  Write  for  details  and 
name  of  nearest  Euphonies  representative. 


TOURISTS 

^aphonics 


Dept.  35 

8782    SW    131st   STREET  •  MIAMI,    FLORIDA   33156 
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(Continued  from  page  19) 

will  be  hundreds  of  nursing  homes — 
but'  who  will  take  care  of  my  personal 
needs?  Death  tomorrow  would  certainh- 
be  a  far  better  prospect  than  being 
"cared"  for  at,  say,  $100  a  day  and  up, 
in  a  nursing  home  by  many  of  the  insult- 
ing, careless  and  dirty  service  people 
that  I  encoimter  with  increasing  fre- 
quency. 

— Scott  McClanaham 
Seattle.  Wash. 

High  Cost  of  Government 

Sir:  Your  quotation  of  Alfred  Strelsin 
(  Forbes.  May  1 )  of  Cenco  Instruments 
"We  have  two  hospitals  in  the  Los  An- 
geles area  within  75  miles  of  a  big,  pub- 
lic hospital.  We  sell  our  beds  $.3  a  day 
cheaper.  They  don't  pay  taxes,  we  do. 
We  make  twice  as  much  as  they  lose. .  . ." 
has  started  me  on  a  project  I  hope  has 
some  appeal  to  businessmen.  It  is  to  in- 
vite more  examples  of  this  kind  of  state- 
ment because  it's  only  too  ob\'ious  that 
when  go\'ernment  operates,  taxes  soar. 
— Jos  W.  Lucas 
Cocoa  Beach,  Fla. 

Is  This  A  Problem? 

Sir:  Forbes  magazine  tells  one  con- 
stantly how  to  "make  money,"  but  I 
never  read  articles  on  how  to  "spend" 
money,  which  is  just  as  important. 

— Fred  W.  Armbrusteb 
Rochester,  N.Y. 

Change  vs.  Abolition  j 

Sir:  Your  comments  on  changing  the 
draft  (Fact  6-  Comment,  May  15)  did  not 
include  perhaps  the  most  important  rea- 
son for  not  abolishing  the  draft:  the  best 
deterrent  to  a  politically  ambitious  mili- 
tary is  an  amateur  arm\'.  anxious  to  re- 
turn home. 

—M.S.  Molt/ 
Detroit,  Mich. 

Sir:  The  proposed  changes  in  the  se- 
lective service  system  are  long  o\erdue, 
but  a  gross  iniquity  exists  in  the  present 
law  tliat  badly  needs  to  be  corrected.  .\t 
present,  students  who  are  participating 
in  trade  and  business  education  outside 
the  college  setting,  i.e.,  in  private  trade 
and  business  schools,  do  not  receive  an 
automatic  deferment  from  the  draft  as  do 
college  students. 

This  situation  gives  students,  parents, 
and  society  in  general  the  definite  im- 
pression that  tlie  Federal  Co\ernmenl 
considers  trade  and  business  students  to 
be  "second-class"  students.  Perhaps  trade 
and  business  students  are  subjected  to 
this  discrimination  because  they  do  not 
riot,  burn  their  draft  cards  or  the  Ameri- 
can flag,  or  call  policemen  "pigs." 

— Charles  H.  Hookeh 
San  Angelo,  Tex. 
(Continued  on  page  114) 
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A  quick  glance 
at  the  human 
bottom. 

It's  part  of  our  job. 

You've  got  to  be  interested 
in  the  human  bottom  if  you're  going 
to  design  chairs.  That's  what  chairs 
are  for,  or  as  iVlontaigne  puts  it, 
"Sits  he  on  never  so  high  a  throne, 
a  man  still  sits  on  his  bottom." 
An  unwillingness  to  face 
this  humble  truth  is  one  reason  why 
there  are  so  many  miserably 
uncomfortable  chairs.  All  of  us  have 
plunked  into  a  chair  whose  designer 
was  surely  more  interested  in 
modern  sculpture  than  human 
anatomy.  At  GF,  we  start  chair 
design  at  the  bottom. 

Our  40/4  chair — designed 
by  David  Rowland — 
is  intended  for  sitting 
while  waiting  or 
listening — two  of  the 
toughest  things  to  sit 
for.  It  is  made  of  steel, 
seat  and  all.  And  it 
is  very  comfortable. 
But  the  seat  is  not 
flat.  It  subtly  curves 
with  just  the  proper 
nuances  to  brace  your  back  at  a 
pleasing  angle,  to  keep  your 
circulation  flowing  and  to  provide 
even  distribution  of  body  weight. 
This  GF  chair,  the  40/4— so  durable, 
yet  so  comfortable — is  part  of  the 
Museum  of  Modern  Art's 
fine  collection  of  modern  design. 

GF:  First  in  Form  and  Function 

For  information  on  how  GF  seats 
the  human  being,  write  The 
General  Fireproofing  Company, 
Youngstown,  Ohio  44501,  or  con- 
tact your  local  GF  branch  office 
or  dealer  listed  in  the  Yellow  Pages. 

The  General  Fireproofing  Company 


GF  Business  Equipment 
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Neighbors  of  airports  don't  have 
to  be  told  what's  up.  it's  noise. 
But  quieter  engines 
are  coming. 


t*^. 


What's  up  at  the  airports? 


Larger,  more  efficient  airports— and  more  ot 
them— are  being  planned  for  tomorrow's  giant  jets. 


TIti 

rcraft 


WHfTNEY  AIRCRAFT  ■  HAMILTON  STANDARD  ■ 
Y  AIRCRAFT     NORDEN  ■  UNITED  TECHNOLOGY  CENTER 
iNIC  COMPONENTS  •  UNITED  AIRCRAFT  RESEARCH 
iORIES  ■  UNITED  AIRCRAFT  OF  CANADA  LIMITED  ■ 


P 


Planners  are  working  to  make  tomorrow's  airports 
J  efficient,  more  accessible,  easier  to  live 
And  we're  helping  at  United  Aircraft. 
Our  new  jet  engines,  for  instance,  will 
uch  more  powerful  than  today's.  Results:  more  people 
•lone,  shorter  runways,  more  efficient  airports. 
fhese  engines  will  be  quieter 
/irtually  smoke-free. 
Getting  to  and  from  the  airport 
roblem  we're  tackling, 
advanced  helicopters. 
;opter  engines, 
concepts  in  high-speed 
id  transportation. 
I  New  planes  that  use 
short  runways  will 
our  propellers.  And  to 
imaller  airports  big- 
irt  usefulness,  we're 
iig  a  new,  low-cost, 
approved 

bach  lighting  system. 
Behind  all  this  is  our  desire  to 
Duildthe  ideal 
DOrtation  system— 
dinated,  efficient. 
;  our  main  purpose  at 
d  Aircraft.  Where 
deas  take  off. 


Strange-looking  new  aircraft  that  can 

operate  from  tight  places  are  already  appearing. 


They  made  us 
a  sporting 
proposition. 


The  guys  who  invented  this  sporty 
httle  buggy  knew  where  they  wanted 
to  go. 

So  they  designed  a  vehicle  that 
could  go  anywhere,  do  anything. 

But  getting  tires  that  could  scramble 
up  steep  hills,  crawl  over  rocks,  swim 
through  water,  and  churn  through  mud, 
sand  and  snow  was  quite  a  problem. 

The  tires  would  have  to  be  tough, 
but  extremely  light.  They  should  be 
soft  enough  to  give  a  comfortable  ride, 
and  have  enough  traction  to  work  on 
land  or  water. 

Several  companies  said  such  a  tire 
was  impossible  to  make. 

But  B.F.Goodrich  thought  it  could 
be  done. 

To  make  the  tire  tough,  we 
developed  a  special  rubber  compound. 
To  make  it  light,  we  did  away  with 
heavy  layers  of  plies,  and  bonded  the 
molded  construction  directly  to  the  hub. 
This  reduced  the  weight  of  the  tires, 
and  eliminated  the  weight  of  wheels. 

To  make  the  tires  flexible,  we 
designed  them  for  less  than  2  pounds 
of  air.  And  we  built  in  special  cleats 
to  give  extra  traction  on  land  and  to 
propel  the  vehicle  in  water. 

And  so  the  go-anywhere,  do-anything 
vehicle  became  possible.  All  because 
we  were  willing  to  take  a  customer's 
problem,  make  it  a  B.F.Goodrich 
problem,  and  go  all  out  to  solve  it. 


REGoodrich 


We  did  the 
impossible. 


I 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


A  HAND  FOR  ROMNEY 


A  couple  of  years  ago  when  George  Romney  was  among 
the  several  aspirants  for  the  Republican  Presidential  nom- 
ination, he  was  not  the  apple  of  Forbes'  eye. 

In  his  present  Cabinet  job  as  Housing  Secretary,  he 
probably  faces  problems  as  complex  and  seemingly  insur- 
mountable as  any  he  has  faced  in  business  or  as  Michi- 
gan's governor.  He  dealt  effectively  with  some  rough  ones 
then,  and  ma>  prove  up  to  accomplishing  a  bit  of  the 
impossible  now. 

Not  long  ago  he  was  loudly  booed  at  a  convention  of 
construction  union  officials  when  he  laid  on  the  line  what 
their  antediluvian  restrictions  on  new  building  methods 
were  doing  to  housing  costs;  what  their  exorbitant  wage 
demands  and  their  tight-throttling  throttle  on  new  mem- 


bers were  doing  to  housing  costs. 

Said  the  redoubtable  Secretary  to  his  boo-sters: 
"There  is  nothing  more  vulnerable  than  entrenched 
success.    Your   entrenched   success    can    bring   on 
repercussions  that  you  have  to  consider." 
While  Romney's  frontal  confrontations  may  make   no 
dent  on  such  hard  cores,  they  do  help  to  fan  smoldering 
public  resentment  over  the  incredible  soaring  costs  of  re- 
pairing or  maintaining  existing  homes  as  well  as  wiping 
out  the  hope  of  millions  to  be  able  to  afford  new  homes. 
Mr.  Romney  deserves  the  support  of  us  all. 
Including  those  construction  union  members  who  jeop- 
ardize their  own  future  by  continuing  restrictive  practices. 
That  bind,  of  necessity,  must  soon  be  busted. 


PESTICIDES 


Can't  someone  soon  come  up  with  some  answers  about 
pesticides — the  degree  to  which  they  are  a  health  hazard? 
The  limitations  that  should  be  placed  on  their  use?  Quanti- 
tative determinations  as  to  their  effect  on  food  and  water 
as  well  as  flowers  and  bees  and  trees  and  people? 

After  so  long  in  use  one  would  think  there  would  be 
experience  tables  and  other  data  by  now  compiled  that 
should  provide  a  guide. 

Are  Michigan  and  Arizona  right  in  banning  the  sale  of 
DDT,  New  York  City  in  banning  its  use  in  city  parks? 
Should  all  the  states  do  it?  Should  the  federal  government? 

It  isn't  as  if  the  questions  are  new. 

I  remember  ten  years  ago,  long  before  Rachel  Carson's 
Silent  Spring  alerted  many,  when  the  old  curmudgeon  who 
geniused  Sperry  Rand,  the  late  James  Rand,  first  men- 
tioned to  me  the  dangers  of  pesticides. 

My  wife  and  I  were  in  Nassau  and  .chanced  to  meet 
him.  He  was  then  73  and  retired,  and  later  I  wrote  here: 
There  was  a  basket  of  fmit  nearby  and  I  offered 
him  some.  He  asked  if  they  had  been    washed. 


When  I  looked  perplexed,  he  hastened  to  say  that 
unwashed  fruits,  vegetables  and  so  forth  could 
wreck  one's  health  because  of  the  widespread  use 
of  sprays  and  pesticides.  "Even  when  washed  they 
may  still  be  full  of  poison  because  of  the  chemicals 
that  might  have  been  put  into  the  soil  where  they 
had  been  grown,"  he  observed.  I  glanced  at  the 
liquid  refreshment  in  his  hand,  smiled  at  him  re- 
assuringly, and  tried  to  change  the  conversation. 
He  seemed  to  sense  that  I  wasn't  taking  him 
seriously  and  proceeded  to  whip  out  of  his  pocket 
a  paperbound  volume  which  he  assured  me  would 
prove  that  we  were  all  slowly  being  poisoned  by 
pesticides. 

I  thought  he  was  nuts  at  the  time,  and  later  re- 
marked to  my  wife  that  it  was  a  shame  to  see 
senility  erode  the  mind  of  such  a  brilliant  man.  I 
never  even  glanced  at  the  tract  he  had  given  me. 

His  warning  was  ahead  of  his  time. 
Must  we  heed  ours  only  after  our  time? 
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QUOTES 


{From  the  English  File) 


A  while  ago  BBC  hired  the  Earl  of  Arran  to  play  him- 
self in  a  TV  play,  and  the  British  Actors*  Equity  objected 
to  an  amateur  in  the  part.  The  Earl  agreed:  "I  only  said 
150  words,  but  I  flapped  my  lines.  In  fact  the  BBC  al- 
lowed me  to  have  my  notes  under  my  brandy  glass.  It 
wasn't  real  brandy — it  was  the  filthiest  muck  I  have  ever 
tasted,  but  I  had  to  drink  something.  Possibly  a  real  actor 
should  have  had  the  part." 

As  Victoria's  Prime  Minister  Disraeli  lay  dying,  he 
was  asked  if  he  would  like  to  be  visited  by  the  Queen: 
"It  is  better  not.  She  would  only  ask  me  to  take  a  message 
to  Albert." 

London  Airport  is  plagued  by  an  occasional  Phantom 
Voice  cutting  in  on  its  loud-speaker  system.  A  recent 
Phantom  announcement:  "Owing  to  technical  tiouble,  there 
will  be  a  three-hour  delay  on  the  flight  to  New  York  unless 
any  passenger  can  supply  us  with  an  elastic  band." 

A  London  physician,  quoted  in  The  English:  "We  got 
to  him  just  in  time.  Another  two  days  and  he  would  have 
recovered  without  us." 


(From  the  Politicisms  File) 

Texas'  former  Governor  John  Connally,  campaigning  for 
re-election  was  asked,  following  a  speech:  "How  do  you 
stand  on  the  cotton  issue?"  Replied  he,  quickly,  "I'm  okay 
on  that  one.  Are  there  any  other  questions?" 

Hubert  H.  Humphrey,  in  a  discussion  on  why  appear- 
ances don't  make  the  scholar:  "Just  because  a  man  smokes 
a  pipe  and  looks  out  the  window  doesn't  mean  that  he's 
doing  anything  else  besides  smoking  a  pipe  and  looking 
out  the  window." 


The  New  York  Times,  in  a  convention  post  mortem 
interview  with  Senator  Eugene  McCarthy,  reads  as  fol- 
lows: "'The  gift  of  tears  is  pretty  much  gone  in  religion 
— you  see  more  of  it  in  politicians  these  days,'  he  said. 
'There  are  the  politicians  who  cry  straight.  Others  just 
well  up  but  the  tears  never  really  come  out.  It's  a  great 
gift,  that  welling  up.'  I'here  seemed  to  be  no  bitterness 
as  Senator  McCarthy  and  his  friends  in  the  cabana  dis- 
cussed the  campaign." 

Lindsay  Rogers  on  the  sometimes  inadequacies  of  na- 
tional leaders:  "The  ship  of  state,  unlike  ordinary  vessels, 
can  spring  a  leak  at  the  top." 


(From  the  Modernists  File) 

Great  lines  in  Paul  McCartney's  new  recording,  Revolu- 
tion: ".  .  .  It's  a  fool  who  plays  it  cool  by  making  his 
world  a  little  colder." 

In  Psych-Out,  says  the  perfidious  guru,  as  he  lies  dying 
on  the  highway,  "I  hope  this  trip  is  a  good  one." 

Paul  Krassner,  editor  of  the  Realist,  which  he  describes 
as  "The  magazine  of  the  lunatic  fringe":  "I  was  in  bed 
with  a  girl  once,  and  she  asked  me  if  I  was  going  to 
publish  her  stuff,  and  I  said  no — and  this  was  before, 
not  after.  Now  I  felt  that  was  exercising  my  editorial 
integrity." 


(From  the  Classics  File) 

And  from  the  forever-quotable  Montaigne:  "Obstinacy 
and  heat  of  opinion  are  the  surest  proofs  of  stupidity.  Is 
there  anything  so  certain,  resolute,  disdainful,  contempla- 
tive, grave  and  serious  as  an  ass?" 


HEADLINE 

From  The  Wail  Street  Journal  — 

Lack  of  Navigation  Aids 

Makes  Many  Airports 
Dangerous,  Experts  Say 

Critics  Cite  Recent  Crashes 
In  Urging  a  Reassessment 
Of  FAA  Safety  Priorities 
Incredible.  Inexcusable.  Remediable. 
A  clear-cut  case  for  Nixon  action. 


PROBLEM 

Harry  Wetzel,  who  heads  the  Garrett  Corp.  subsidiary 
of  Signal  Cos.,  told  me  of  a  plaint  he  had  received  in  a 
telephone  conversation  with  highflying  Bill  Lear.  It  was 
shortly  after  that  true  Individuahst  had  sold  his  Lear  Jet 
to  Gates. 

Mourned  Bill  to  Harry:  "I'm  all  tied  up  in  cash." 

Methinks  it's  a  problem  that  won't  take  the  Mr.  Lear  j 

I  know  long  to  resolve  or  dissolve.  If  one  were  tempted  i 

to  pun,  he'd  be  tempted  to  say  that  Bill  Lear  is  a  sort  of  | 

money  solvent. 


-Malcoijvi  S.  Forbes, 

Editor-in-Chid 


Computers 
are  for 

counting. 


I 


People 
are for 
counting  on. 


\  great  combination  working  for  you  at  Union  Pacific. 


t's  not  what  computers 
Jo,  but  what  people  do 
vith  them. 

Our  people  are  noted 
,or  their  computer  sense, 
fhat's  how  they  line  up 
acuities  so  quickly,  how 
hey  sort,  switch,  weigh  and 
ouple  thousands  of  cars 
n  the  move,  how  they 
'hisk  your  freight  smoothly 


into  the  traffic  flow. 

Union  Pacific  people 
use  computers  to  spot 
trouble  before  it  happens, 
to  watch  your  shipment 
as  it  speeds  along,  to 
flash  information  back, 
if  needed. 

To  do  the  best  job,  we're 
spending  millions  every 
year  on  computers,  re- 


search, new  equipment 
and  facilities.  But  the 
value  of  the  people  who 
run  them  can't  be  com- 
puted. In  customer 
service,  they're  priceless. 
For  industrial  property 
information,  write  in 
confidence  to  Edd  H. 
Bailey,  Pres.,  Union 
Pacific,  Omaha  68102. 


Jse  the  sharp  new  tools  of  Union  Pacific. 
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Phere  will  Flintkotebewher 
the  building  boom  conies? 


Here 

Flintkote  steel  \, 
stud  partitions. 

Here 

Flintkote 

gypsum  wallboard 

and  movable 

partition 

systems. 


Here 

Flintkote  . 

industrial  \ 
chimneys  and 
refuse  chutes. 


Here 

Flintkote 
roof  deck 
systems. 


Here 

Flintkote 

waterproofing 

products. 


Here 

Flintkote 

vinyl  asbestos 

floor  tile. 


Here 

Flintkote  - 
drop-in 
ceiling  panels. 


Here 

FLINTKOTE®  V 
Bell-Joint 
PVC  water  pipe. 


[^S^^ls 


g| 


Here 

/Flintkote's 
CALAVERAS^, 
DIAMOND  ", 
KOSMOS^-  and 
IRONCLAD" 
Portland  cements. 

Here 

^  Flintkote 
^ — ^roll  roofing, 
^^^   building  papers 
y^  and  felts. 


-^Hei^ 

^  Flintkote 
sheet  vinyl 
flooring  products. 


,":    Flintko^ 

lime  for 
construction  use. 


Here 

FLINTtTE*> 

:asbeap§-B%ment 
WJrwale-r;  pipe  and 


•-*rv:^       ^r^ 


lyitkole  ^'' 
liTE;;*  dryfc 
.rete  mixes; 


Here 

Flintkote 
plaster. 


Here 

-  Flintkote 
adhesives  for 
flooring  use. 


Here 

■^   Flintkote 
vinyl-polymer 
floor  tile. 


Here 

Flintkote 

ready-mixed 

concrete. 


\  Here 

^  Flintkote 
masonry  cement. 


Here 

-  ORANGEBURG^ 

fibre  draihage 

pipe,  electrical 

duct  and  SP    water 

and  gas  service 

lines. 


As  you  can  see,  vifkki 
we  make  building  ptrlf 
inji  project.  ;^ 

And  as  it  stands  n6v^^ 
big  year  for  the  building  f 
1970,  housing  starts  could  Hlj 
And  the  goals  of  the  !%8  hous^ 
construction  of  26  million  new 
next  ten  years. 


P  build- 


Hbea 

tdof 
(MM). 
|((if  the 

''^'in.  the 


FLINTKOTE 


All  this  was  bound  to  happen  sooner  or  U 
With  the  tight  money  situation  being  what  i 
the  backlog  of  housing  demand  has  been  grov 
steadily. 

In  fact,  it  looks  like  a  company  with  a  k 
building  products  will  be  doing  a  lot  of  bull 
itself  come  1970. 

The  Flintkote  Company,  400  Westche 
Avenue,  White  Plains,  New  York  10604. 
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All  the  King's  Horses . ..? 


A  GROWTH  stock  is  delicate.  Like  an 
egg.  Once  the  sliell  is  broken,  it's  not 
easy  to  put  it  together  again.  Litton 
Industries  sat  on  a  wall,  a  high  wall. 
Its  earnings  rose  every  quarter  for 
57  consecutive  (juarters.  Its  shares 
sold  for  46  times  earnings,  and  less 
than  two  \ears  ago  the  combined 
value  of  all  its  common  stock  was 
S2.5  billion;  this  was  more  than  Boe- 
ing was  worth,  a  compan\  more  than 
twice  its  size  in  assets. 

Then  Litton  had  a  Tall.  It  wasn't 
^ri-dt  fall  as  business  mishaps  go,  a 
bi'i  drop  in  one  (juarter's  earnings, 
leading  to  a  31%  earnings  decline 
year  to  year.  But,  as  we  said,  growth 
companies  are  delicate  eggs.  The  news 
dropped  Litton  from  over  lOO  to  62, 
all  in  the  space  of  a  few  months.  In 
terms  of  total  market  value,  that  fall 
c-ost  Litton  stockholders  the  tidy  sum 
of  close  to  SI. 2  bilh'on.  Yes  we  said, 
hill  ion. 

Late   last   montii    Litton    Chaimian 
Charles  B.  (Te.x)  Thornton  and  Presi- 


dent Roy  Ash  spoke  at  a  dinner  meet- 
ing of  the  Los  Angeles  Society  of  Fi- 
nancial Analysts.  High  on  the  menu 
was  a  discussion  of  how  and  why 
Litton's  earnings  were  on  the  rise 
again:  A  40?  gain  in  nine-month  earn- 
ings in  the  current  fiscal  year  was, 
said  Ash,  the  result  of  a  "combination"' 
of  corrected  mistakes  from  over  a  year 
ago  and  new  gains  in  Litton's  other 
fields.  "Little  by  little,"  said  President 
Ash,  "inexorably  we  leave  our  past 
behind."  He  came  down  hard  on  the 
word   "ine.xorabl) ." 

The  assembled  analysts  applauded. 
The  stock  market,  however,  did  not. 
Litton  stock  remained  in  the  low  50s, 
lower  by  some  ten  points,  some  $250 
million  overall,  than  it  had  been  even 
after  the  bad  news  first  came  out. 
Litton  common  was  worth  only  about 
half  of  what  it  had  been  worth  be- 
fore the  fall. 

-Maybe  Humpty-Dumpty  shouldn't 
ha\e  been  on  the  wall  in  the  first 
place.  Can  all  the  kings  horses  .  .  .  ?  ■ 


Ash 


Tbornfon 


Too  Good  To  Be  True? 


Some  2,900  stockholders  of  Dallas- 
based  Gulf  Insurance  could  hardK  be- 
lieve their  eyes.  There  was  Sam  E. 
\\\\y  (r/g/i/).  34,  multimillionaire 
president  of  University  Computing 
Co.,  offering  S80  worth  of  his  UCC 
stock  for  each  share  of  their  sleep\ 
Cijlf  Insurance.  From  1965  to  1967 
Gulf  stock  had  averaged  about  25. 
The  deal  seemed  too  good  to  be  true. 

As  it  turned  out,  it  teas  too  good  to 
he  true.  Since  last  December's  merger 
with  Gulf,  UCC  stock  has  fallen  to 
about  half  its  December  price.  Thus 
the  transaction  is  now  worth  $40  a 
share,  instead  of  the  $80  Gulf  stock- 
holders had  counted  on.  Is  W'vly  be- 
•sieged  with  gripes  from  angry  new 
stockholders?  Not  at  all,  says  he: 
"They  were  tickled  pink  at  the  op- 
portunity. I  know  the  big  owners. 
The>  are  still  very  happy.  The  Gull 
Insurance  stock  would  still  be  in  the 
20s  if  it  weren't  for  UCC. " 

Perhaps.  But  the  UCC-Gulf  mevx" 
shows   what   can   go    wrong    when     i 
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ncw-brevd  businessman  like  Wyly 
uses  high  price/earnings  paper  to 
take  over  a  company  several  times 
his  own  company's  size.  Gulf's  1968 
income  fell,  dragging  down  UCC's 
earnings  with  it.  Wyly  bolstered  his 
computer  earnings  21  cents  a  share  by 
fiowing  tlnough  some  deferred  ta.\ 
credits.  But  despite  the  bookkeeping, 
UCC  lost  its  momentum.  Earnings,  on 
a  pro  forma  basis,  declined  from  $1.62 
a  share  to  $1.55.  UCC  stock,  which 
was  selling  as  high  as  185  last  year, 
fell  to  64  in  April. 

What  does  Wyly  think  about  the 
merger  now?  "I  would  do  it  all  over 
again,"  lie  says.  "UCC  now  has  capital 
strength  at  a  time  when  money  is 
tight  ^^'e  have  real  financial  clout." 
But  the  les.son  of  UCC's  comedown 
in.  the  stock  market  will  be  duly  noted 
by  big  stockholders  in  asset-rich  lag- 
gards that  may  be  coveted  by  asset- 
thin  go-go  companies  like  UCC.  It 
may  make  this  kind  of  takeover  some- 
what more  difficult  in  the  future.  ■ 
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How  To  Rob  Peter. . . 

Mobil  Oil  had  so  much  to  do  overseas  that  it  let  its  U.S.  gaso- 
line business  slip.  Now  it's  fighting  to  regain  that  lost  ground. 


Everyone  knows — or  tliinks  he  knows 
— the  story  of  Mobil  Oil  Coip.,  the 
weak  sister  of  the  Big  Five  inter- 
national oil  companies.  Pulling  a  boot- 
strap job,  isn't  it?  Wasn't  its  return 
on  stockholders'  equity  last  year  11?, 
up  from  only  G.S'?  in  1958? 

All  true.  But  what  has  been  much 
less  apparent  is  the  way  that  Chair- 
man Albert  L.  Nickerson,  who  retires 
on  Sept.  1  after  11  years  in  his  job, 
risked  the  healthiest  part  of  the  com- 
pany to  reorganize  the  rest.  He  con- 
sciously decided  to  starve  Mobil's 
U.S.  marketing  operation. 

"In  most  of  the  world  after  World 
War  II,  the  company  had  really  been 
just  a  lubricant  marketer,"  explains 
Nickerson.  "Then  we  started  to  ex- 
pand into  one  European  market  after 
another;  we  constructed  refineries;  we 
improved  our  crude-oil  sufficiency." 

But  there  was  a  price  to  pay,  since 
there  are  limits  on  capital  even  for  an 
oil  giant.  "From  1948  to  1964  we 
really   starved   our   marketing   people 


in  this  country,"  says  Nickerson.  "We 
just  said,  'Look,  there  are  many  jobs 
this  company  has  to  do.  You're 
making  money.  Give  us  a  chance  to 
strengthen  some  other  elements  of  the 
company,  and  the  day  will  come 
when  we  can  come  back  to  you.' 

"We  had  a  program  that  almost  re- 
quired us  to  lose  position,"  Nickerson 
goes  on.  "We  didn't  keep  pace  in  the 
construction  of  new  gas  stations — 
that's  perhaps  the  single  most  impor- 
tant thing.  We  should  have  been 
building  600  to  700  stations  a  year; 
we  were  building  200.  We  were  not 
modernizing  our  older  stations  as  fast 
as  we  should  have.  Our  image  in  the 
streets  wasn't  too  good,  though  it 
wasn't  the  worst  by  any  means." 

Lose  position  Mobil  did.  In  1948 
the  company  had  9.9%  of  the  U.S. 
gasoline  market.  By  1962  market  share 
had  been  knocked  down  to  7.4%,  and 
by  1967  to  6.7%.  But  Nickerson's  re- 
organization was  an  over-all  success; 
Mobil's  earnings  have  climbed  every 


\ear  since  1958. 

But  by  1965  Nickerson  decided 
that  the  lean  years  for  marketing 
could  end.  Mobil's  sales  of  petroleum 
products  outside  the  U.S.  were  ap- 
,proaching  those  in  the  U.S.  So  Mobil 
started  to  match  its  U.S.  competitors 
in  building,  remodeling  and  merchan- 
dising. New-station  spending,  after 
wallowing  at  an  average  of  $32  mil- 
lion in  the  late  Fifties  and  early  Six- 
ties, jumped  to  $43  million  in  1965 
and  then  in  the  following  years  to  S53 
million,  $88  million  and  $99  million. 
"The  condition  of  our  stations  now  is 
fully  competitive,  but  we  will  con- 
tinue to  spend  at  about  our  present 
rates,  perhaps  slightly  increasing  as 
the  market  increases,"  Nickerson  says. 

The  first  small  payoff  in  the  market- 
place came  last  year,   when   Mobil's 
share  of  the  U.S.  market  rose  for  the 
first  time  in  years,  to  6.9%  from  6.7% 
the  year  before.  "That  doesn't  sound  i 
like  much,  but  it's  significant  because  ■ 
our    position    had    been    declining," 
Nickerson  says.  And  one-tenth  of  1%  1 
of  the  U.S.  business  last  year  equaled 
81  million  gallons. 

At  the  same  time,  Mobil  has  been- 
increasing  its  share  of  the  European: 
gasoline  market.  "Our  position  in  Eu-! 
rope  is  about  5%.  This  might  not  seem 


Why  Don't  They  Get  a  New  Script? 

Hollywood's  product  shows  rich  imagination. 
But  its  fiscal  scripts  get  pretty  monotonous. 


Financially  speaking,  the  motion- 
picture  industry  seems  to  have  only 
two  plots.  One  is  the  turnaround  story: 
The  current  reigning  genius  at  a  movie 
company  waves  his  magic  wand  and 
lo,  presto,  red  ink  turns  into  black. 
Up,  up,  up  goes  the  stock  in  a  space 
''"*dysse\',    and    from    Hollywood    and 

iie  to  Times  Square  everyone  in  the 

tustry  oohs  and  ahs  over  the  won- 
'  r  of  it  all.  The  second   plot   is   a 

igedy  of  sorts — or,  perhaps  a  black 
.oinedy;  The  current  reigning  genius 
waves  his  magic  wand  again  and  it 
blows  up  right  in  his  face.  Down  goes 
the  stock,  down,  down  into  the  valley 
of  the  dolls,  and  now  the  streets  are 
filled  with  waiiing  at  the  pity  of  it  all. 

Soon  after,  by  popular  demand,  the 
current  reigning  genius  becomes  a  no- 
talent  guy,  and  the  directors  bring  in 
another  genius  lo  reign  in  his  place. 

Only  a  couple  of  \  ears  ago,  two  ot 
the  industry's  ackntnvledged  geniuses 
were  Robert  II.  O'Biien  of  Metro- 
Coldwyn-Mayer  and  Darryl  F.  Zanuck 
at  Twentieth  Ceniury-Fox.  O'Brien 
became  the  CRG  at  M-G-M  after 
the  previous  CRG,  Joseph  R.  Vogel, 


managed  to  lose  $31.8  million,  $6.79 
a  share,  by  producing  two  of  the 
deadliest  bombs  of  the  nuclear  age, 
"Mutiny  on  the  Bounty"  and  "The 
Four  Horsemen  of  the  Apocalypse." 

O'Brien's  magic  wand  raised  earn- 
ings to  $14  million  after  taxes  in  1967, 
while  the  stock  rose  from  a  low  of  13/8 
to  a  high  of  64?j.  A  dissident  stock- 
holder named  Philip  J.  Levin  said  it 
was  all  an  optical  illusion,  but  the 
stockholders  decided  that  figures  don't 
lie.  After  being  defeated  in  two  proxy 
battles  for  control.  Levin  sold  his 
stock  to  Edgar  M.  Bronfman  of  Sea- 
gram's and  to  James  Linen  of  Time 
Inc.  These  two  gentlemen  quickly 
learned  that  while  movie  bookkeeping 
may  be  more  imaginative  than  the 
ordinary  corporate  kind;  it  also  is  a 
good  deal  less  reliable.  Bronfman  re- 
placed O'Brien  as  president  with 
Louis  F.  Polk  Jr.,  a  financial  vice 
president  of  General  Mills,  though 
permitting  O'Brien  to  remain  as 
chairman.  Now,  O'Brien  is  out  as 
chairman,  too,  because  his  turnaround 
had  turned  into  a  time  bomb.  M-G-M 
will  lose  $19  million  after  taxes  this 
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This  Is  A  Rescue?  Roberf  O'Brien 
(right)  was  billed  as  fhe  rescuer  of  j 
imperiled  MGM,   and   Darryl  Zan- 
uck    (left)     and     his     son     Richard  I 
played  the  same  role  af  Twentieth 
Century-Fox.  But  O'Brien  has  been 
swept  out  by  a  tidal  wave  of  red 
ink,  and  the  Zanucks  have  steadily  \ 
been     losing     money    at    the    box 
office  on  such  pictures  as  "Docforl 
Dolittle"  (far  right)  ever  since  theyl 
made  a  killing  with  "The  Sound  o/j 
Music."  As  far  as  stockholders  are\ 
concerned,       Hollywood       rescuei 
rarely  have  happy  endings,  whicrl 
recently    prompted    a     New    Yorl\ 
banker    to    remark:    "I    don't   wan 
any    part    of    an    industry    whert\ 
only   a   genius  can   make   money' 


iO 
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like  much  either,  but  the  European 
market  is  very  large  now.  I  think  we'll 
continue  to  strengthen  our  position 
both  in  the  worldwide  market  and  in 
the  United  States." 

This  is  not  to  say  Nickerson  isn't 
lea\ing  any  problems  for  successor 
Rawleigh  Warner  Jr.  For  one  thing, 
Mobil  can't  continue  to  improve  its 
North  American  crude  sufficiency  ratio 
a.;  it  has  recently,  from  a  weak 
41.5''f  in  1962  to  a  more  tolerable 
52.3%  in  1968  (though  even  the  latter 
figure  is  still  the  lowest  among  the  in- 
ternationals).  The  U.S.  has  been  pretty 
well  worked  o\er  for  new  oil,  and 
Nickerson  expects  this  country  to  be 
producing  a  smaller  and  smaller  trac- 
tion of  its  needs.  "Alaska  may  be  big- 
ger than  we  suppose,  but  even  this 
would  only  delay  the  problem  a  few 
years, "  he  sa>s.  However,  Nickerson 
sees    an    ad\antage    for    Mobil    even 


The  Fire  Is  Gone.  Why  does  a  man  like  Mobil  Chairman  Albert  Nickerson 
refire  of  age  58,  of  the  height  of  his  powers,  ruling  a  company  with  $6.2 
billion  sales  and  $428  million  in  profits?  Nickerson,  who  started  with  Mobil 
as  a  $19-a-week  gas  station  attendant  in  1933,  tells  why.  "I've  been  chair- 
man I  ]  years— and  they've  been  tough  years— and  president  three  years 
before  that  and  they  weren't  easy.  I  honestly  don't  hove  the  enthusiasm  for 
it  that  I  had  ten  years  ago.  This  job  takes  all  a  fellow's  got— and  I 
mean  all   he's   got,    ail   the  time.    It's    time  to   let  somebody    else   do    it." 


here.  "The  competitive  advantage  of 
a  company  that  has  been  producing  a 
high  percentage  of  its  domestic  re- 
quirements will  decrease,"  he  says. 

Halfway 

Rawleigh  Warner  also  will  have  to 
complete  Mobil's  refinery  moderniza- 
tion program.  "This  is  only  about  half 
through,"  says  Nickerson.  "We  have 
two  or  three  more  to  close.  We  have 
two  big  modernization  jobs  still  ahead 
of  us.  These  are  big  jobs — they  cost 
SlOO  million  to  $150  million  each — 
you  can't  bite  off  too  many  at  once." 

Warner  also  takes  over  Xfobil's 
$417-million  (sales)  chemicals  busi- 
ness at  low  ebb.  Sales  were  up  onl\- 
2%  last  year.  "We  were  late  getting 
into  the  petrochemical  business, "  sa>  s 
Nickerson.  "We  were  a  bit  overopti- 
mistic  about  our  ability  to  expand 
rapidly  in  a  business  in  which  we 
didn't  have  a  whole  lot  of  background. 
Then,  of  course,  the  agricultural  chem- 
ical business  is  going  through  a  period 
of  oversupply  and  weak  prices." 

But  because  of  the  solid  comeback 
engineered  by  Nickerson,  Warner 
should  never  be  backed  into  a  corner 
where  he,  as  Nickerson  once  did,  will 
have  to  starve  one  part  of  his  business 
to  help  another.  ■ 


\ear. 

^^'hen  Polk  replaced  O'Brien  as  the 
CRG  at  M-G-M,  he  proudly  an- 
nounced, "I  read  recently  in  Variety 
that  Darryl  F.  Zanuck  has  approved 
me  as  M-G-M  president  even  thougli 
1  lack  motion-picture  experience." 
Praise  from  Zanuck  did  seem  praise 
indeed,  for  after  replacing  Spyros 
Skouras  as  CRG,  Zanuck  had  taken 
Twentieth  Century-Fox  from  a  loss  of 
$39.8  million  in  1962  to  a  profit  of 
$15.4  million  after  taxes  in  1967.  The 
stock  went  from  6%  to  41/4. 

But  this,  too,  turned  out  having  a 
less-than-happy-ending.  In  1968  earn- 
ings declined  to  $13.8  million  and  in 
the  first  quarter  of  this  year  they  de- 
clined still  further,  from  52  cents  to 
31  cents  a  share.  Zanuck  announced 
that,  while  he  preferred  to  have  the 
company  remain  independent,  he'd 
consider  an  ofler. 

The  worst  may  be  yet  to  come,  for 
what  kept  earnings  from  collapsing 
completely  were  rentals  of  films  to 
TV  and  proceeds  from  "The  Sound  of 
Music, "  a  four-year-old  movie. 

Some  day,  the  motion  picture  in- 
dustry may  think  up  a  new  fiscal  plot, 
but,  then  again,  why  should  it?  Those 
who  like  to  invest  in  movie  companies 
seem  to  Uke  being  taken  on  a  ride  on 
a  roller  coaster.  ■ 
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So  Ifs  Crummy.  So  What? 

The  Boston  &   Maine  may  not  be  a  thing  of  beauty,  but 
Burt  Kleiner  thinks  she'll  be  a  joy  forever— at  least,  for  him. 


In  \'oltaire's  Candide,  one  of  the 
central  characters,  Cunegonde's  nurse, 
a  battered  old  prostitute,  recounts  how 
she  was  successively  raped  in  various 
countries  across  Europe,  but  after  all 
that,  she  is  still  in  business.  Although 
the  Boston  &  Maine  Railroad's  scope 
of  activity  has  been  limited  to  the 
northeastern  U.S.,  its  history  is  rather 
similar  and  it  continues  to  puff  along. 
During  the  last  ten  years  it  has  not 
once  operated  at  a  profit  and  has 
suffered  a  variety  of  managements, 
culminating  in  the  trio  of  Patrick  Mc- 
Ginnis,  Donald  Benson  and  George 
Glacy,  who  were  jailed  for  18  months 
on  charges  of  extorting  kickbacks  from 
companies  they  did  business  with. 
Since  then,  Burt  Kleiner,  the  Los  An- 
geles investment  banker  (Forbes, 
]unc  1,  1968),  representing  over  15%  of 


the  common,  has  been  in  control  with 
Richard  Mulhern  as  president.  The 
old  girl  is  still  doing  business,  but  she 
isn't  doing  very  well  at  it. 

Cunegonde's  nurse  loses  a  piece  of 
her  hide.  At  just  a  glance,  the  B&M 
would  seem  to  have  very  little  hide 
left.  It  has  accumulated  an  operating 
deficit  of  more  than  $24  million.  It 
has  a  working  capital  deficit  of  $7 
million  and  a  debt-equity  r^.tio  of  1.17 
to  1.  On  top  of  this,  it  owes  $65  mil- 
lion in  long-term  debt  due  bv  July 
1970. 

This  would  be  bad  enough  but  al- 
most everyone  in  the  railroad  industry 
agrees  that  its  route  structure  is 
terrible.  One  of  its  main  routes  from 
Boston  to  Portland  has  an  excellent 
superhighway  going  all  the  way  up 
to   Maine   alongside   it.    On    its   other 


major  run  from  Boston  to  Albany, 
freight  has  been  declining  because 
the  products  shipped  from  around 
Boston  have  changed  in  character 
over  the  last  25  years.  The  factories 
now  make  electronic  products,  which 
can  be  shipped  more  economically  by 
air^  Even  Kleiner  says:  "Everyone 
knows  that  it's  a  crummy  operation." 

Since  this  is  hardly  the  way  most 
people  view  a  major  investment,  why 
did  Kleiner,  a  very  shrewd  investor, 
buy  17%  of  the  Boston  &  Maine?  When 
we  asked  him,  Mr.  Kleiner  began 
talking  in  riddles.  Said  he:  "That's  a 
funny  question.  You  never  can  talk 
about  any  investment  or  anything  in 
the  absolute.  A  broken-down  street- 
car may  be  worth  nothing  in  Dallas, 
Tex.  but  be  priceless  in  South  America, 
and  the  same  could  go  for  a  DC-3. 
\'an  Gogh  never  sold  a  painting  in 
his  life  and  look  at  what  they're  worth 
now.  It's  the  old  story  of  a  rose  by  any 
other  name  or  beauty  being  in  the  eye 
of  the  beholder." 

Actually,  the  riddle  is  not  all  that 


A  House  Divided 


Cooperative  retail  groups  have  one  big  weak  spot-  Success 
often  breeds  conflicts.  A  case  in  point  is  Wakefern  Food. 


A  RETAIL  CO-OP  is  a  paradox:  It  works 
best  in  adversity,  when  its  members 
must  cooperate  with  each  other  to  sur- 
vive. But  once  it  becomes  successful, 
its  members  pay  more  attention  to 
their  own  companies  and  may  even 
begin  to  fight  each  other.  For  an 
example,  consider  Wakefern  Food 
Corp.  of  Elizabeth,  N.J. 

Of  the  big  independent  U.S.  food 
retailers,  none  has  grown  as  fast  in 
the  last  decade  as  Wakefern.  Started 
in  1946  by  eight  small  store  owners  to 
compete  with  the  chains,  Wakefern 
grew  into  the  country's  largest  co- 
operative food  distributor,  with  1968 
sales  of  $587  million.  Its  210  Shop- 
Rite  supermarkets  set  the  industry 
pace  for  high  volume  and  fast  in- 
ventory turnover. 

Too  Much  Prosperity 

This  year  Wakefern's  sales  will  be 
about  $475  million,  and  the  Shop-Rite 
name  will  be  on  140  stores.  The  rest 
of  the  money  and  stores  belong  to 
Supermarkets  General  Corp.,  a  Wake- 
fern member  that  last  August  with- 
drew from  the  co-op,  set  up  its  own 
warehouse  facilities  and  took  the  name 
Pathmark  for  its  80  Supermarkets.  The 
reason  was  simple.  SGC's  manage- 
ment felt  it  could  make  more  money 
as  an  independent  {see  box,  p.  33). 


32 


see  withdrawal  seemed  inevitable, 
for  Wakefern's  organizational  struc- 
ture has  built-in  conflicts.  To  get  the 
best  price  break  from  food  processors, 
Wakefern  centralizes  its  warehousing. 
But  this  means  that  it  can  economic- 
ally deliver  to  member  stores  only 
within  a  200-mile  radius.  When  mem- 
bers get  big  and  prosperous  and  want 
to  build  still  more  stores,  they  may  be 
blocked  by  other  members  who  want 
the  same  locations. 

This  conflict  boiled  over  last  year 
when  Supermarkets  General,  Wake- 
fern's biggest  member,  made  an  un- 
successful attempt  to  take  over  the 
co-op  and  turn  it  into  a  single  cor- 
porate chain.  SGC  already  accounted 
for  47%  of  Wakefern's  sales  and  had 
nine  men  on  the  20-man  board.  But 
the  other  members  opposed  SGC, 
some  even  to  the  point  of  suing.  "The 
case  was  thrown  out  of  court,"  recalls 
Wakefern  President  Robert  L.  Henry, 
an  owner-operator  of  two  supermar- 
kets. "The  judge  told  us  we  were  psy- 
chotic." 

Unsurprisingly,  Shop-Rite  and  SGC 
operators  are  aggressive,  strong-willed 
men.  That's  why  Wakefern  got  so 
big — and  why  its  future  is  now 
clouded.  For  now,  it  remains  a  co-op 
owned  by  39  member  companies,  in- 
cluding three  that  are  publicly  held — 


Foodarama  ($122.2  million  sales). 
Village  ($49.5  million  sales)  and 
Mott's  ($46.8  million  sales). 

In  volume  and  turnover — the  two 
keys  to  profitability  in  the  supermar- 
ket business — Wakefern  and  Shop- 
Rite  still  stand  out.  "We  did  as  much 
business  in  our  single  complex  of 
warehouses,"  says  General  Manager 
David  Silverberg,  "as  A&P  did  in 
our  area  with  five  warehouse  loca- 
tions."  Over-all  warehouse  turnover  is 
125  to  150  times  a  year  vs.  an  industry 
average  of  25  to  50.  Average  Shop- 
Rite  store  volume  is  $5  million  a  year 
V.S.  an  industry  average  of  over  $2mil- 
lion.  Turnover  in  the  larger  Shop- 
Rite  supeimarkets  averages  65  times  a 
year. 

The  volume  and  tmnover  are  re- 
flected in  the  profits.  The  three  pub- 
licly held  companies  averaged  21.2% 
return  on  equity  in  1968,  1.6%  return 
on  sales.  In  contrast,  the  five  largest 
chains  averaged  11%  and  1%.  One 
leason  for  this  greater  profitability  is 
that  Shop-Rite  owners  are  close  to 
day-to-day  retail  operations,  and  so 
can  tailor  their  merchandising  to  their 
own  neighborhoods. 

Indeed,  the  whole  management 
pyramid  in  co-ops  is  upsidedown  cona- 
pared  with  that  of  the  chains.  At  A&P, 
Safeway  and  the  like,  the  power, 
money  and  prestige  are  all  at  the  top. 
Store  managers  dream  of  promotion  to 
headquarters.  In  co-ops  the  pattern  is 
reversed:  The  money,  power  and 
prestige  are  on  the  store  level,  and 
headquarters  is  only  a  buying  office 
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A  Rose  is  A  Rose?  Well,  nof 
exactly,  says  Burt  Kleiner 
(above)  of  Klemer,  Bell  fame. 


difficult  to  solve.  Kleiner  doesn't  have 
to  sell  the  B&M  to  the  South  Ameri- 
cans. The  ICC  has  ordered  that  the 
B&M  be  merged  into  the  Norfolk  & 
Western  system  through  an  N&W 
holding  company  called  Dereco.  And 
it  Kleiner  works  it  out  correctly,  he 
will  end  up  with  a  debt-free  holding 
company  called  Boston  &  Maine  In- 
dustries that  could  have  from  $6  mil- 
lion to  S40  million  in  marketable  se- 
curities, a  tax-loss  carry-forward  of  up 
to  $100  million  and  no  losing  railroad 
operations  such  as  Northwest  Indus- 
tries and  Katy  Industries  are  currently 
stuck  with. 

How   Can   He  lose? 

Kleiner  is  pretty  well  on  the  way 
to  bringing  this  to  fruition.  Forma- 
tion of  Boston  &  Maine  Industries 
through  an  exchange  of  the  railroad's 
stock  for  the  holding  company's 
sliould  receive  stockholder  approval 
by  July.  It  will  bear  no  liability  for 
the  railroad's  debt,  but  will  get  the 
benefit  of  its  tax  losses.  The  next  step 


is  for  B&M  Industries  to  agree  with 
Dereco  on  a  price. 

B&M  has  less  than  a  million  shares 
of  common  outstanding.  The  ICC  has 
recommended  a  price  of  $6.25  a  share. 
It  has  a  book  value  of  $81  a  share, 
but  the  stock  market  says  it  is  worth 
about  $25  a  share.  But  whatever  Klei- 
ner gets — $6  million  or  the  $40  mil- 
lion he  is  asking — will  be  what  he  can 
start  its  acquisition  program  with.  The 
sale,  moreover,  will  give  B&M  In- 
dustries an  additional  tax  loss — the 
difference  between  the  book  value  of 
the  railroad  and  what  Dereco  finally 
pays  for  it,  which  could  be  anywhere 
from  $40  million  to  $75  million.  This 
can  do  fantastic  things  to  earnings, 
given  a  profitable  acquisition. 

There's  just  one  cloud  on  Kleiner's 
horizon.  Some  of  the  large  institu- 
tional holders  of  B&M's  debt  are  get- 
ting weary  of  its  saga  and  might  put 
the  railroad  into  receivership  if 
Kleiner  doesn't  settle  with  Dereco  by 
next  July.  But  it's  amazing  how  tough 
these  old  girls  can  be.  ■ 


that  helps  the  member  store  meet  the 
chains'  prices. 

Some  Benefits  and  Problems 

In  some  wa\s  SGC's  departure  was 
good  for  W'akefern.  W'harehouse  oper- 
ations are  back  on  more  economical 
schedules — they  had  been  running 
around  the  clock  seven  days  a  week 
before.  With  the  SGC  locations  now 


open  to  Wakefern  members,  conflict 
over  new  store  sites  has  eased.  And 
since  none  of  the  remaining  members 
dominates  Wakefern  as  did  SGC, 
there  is  no  overt  power  struggle  for 
the  moment. 

This  could  change,  however.  Food- 
arama  is  acquiring  Big  Apple,  a  48- 
store,  $137-million  operation.  The 
merger    will    mean    that    Foodarama 
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7HEY  DIDN'T  UNDERSTAND' 


V. 


In  the  becinmnc,  Wakefern  was 
a  co-op  for  the  little  man — the  su- 
peiTTiarket  operator  who  could  not 
otherwise  meet  chain  competition. 
But  by  the  late  Fifties,  Wakefern 
had  closed  its  membership  to  al- 
low the  companies  already  in  Wake- 
fern to  grow  bigger.  One  man  who 
believed  in  closed  membership  was 
Alex  Aidekman,  one  of  the  co-op  s 
earliest  members.  In  1966  his  com- 
pany and  another  merged  to  form 
Supermarkets  General  Corp.,  the 
biggest  member  in  Wakefern  and 
one  of  the  industry's  most  profit- 
able companies  (Forbes,  June  15, 
1967). 

When  SGC  withdrew  from 
Wakefern  last  year,  it  was  still  fol- 
lowing its  management's  philos- 
ophy of  growth.  "We  were  over- 
whelming Wakefern,"  he  says. 
"Our  interests  and  their  interests 
were  no  longer  the  same.  We  had 
plans  to  open  drugstores,  gas  sta- 
tions, restaurants,  liquor  stores,  dis- 


count houses.  But  we  always  had 
to  get  board  approval,  and  we 
couldn't  debate  these  kinds  of 
moves  for  one  or  two  years." 

Once  SGC  decided  to  leave 
Wakefern,  it  bought  Genung's  Inc., 
a  chain  of  22  department  and  jun- 
ior department  stores.  And  it  is 
now  acquiring  Rickel  Bros.,  a 
chain  of  six  home  improvement 
and  sporting  goods  stores. 

"I  was  criticized  at  Wakefern 
for  holding  back  on  construction 
of  some  warehouse  facihties,"  says 
Aidekman.  "But  I  was  able  to  fore- 
see our  move,  and  I  didn't  want  to 
leave  them  with  excess  warehouse 
capacity.  They  didn't  understand 
what  I  was  trying  to  do.  But  the 
wounds  are  healed,  and  we're  get- 
ting along  very  well  now — we  still 
buy  meat  from  them.  I  think  in 
years  to  come  the  Wakefern  mem- 
bers will  be  able  to  look  back  and 
say,  'You  were  right.  You  weren't 
such  a  bastard  after  all.' " 
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will  account  for  over  40%  of  Wake- 
fern's  volume.  Foodarama  president 
Joseph  Saker  insists  he  has  no  plans 
to  take  over  or  pull  out  of  the  co-op, 
but  he  will  be  by  far  the  largest 
member  and,  with  the  Big  Apple  ac- 
quisition, the  only  one  with  some 
warehouse  facilities  of  his  own. 

Most  members  want  Wakefern  to 
continue  as  a  co-op,  but  others  be- 
lieve that  it's  inevitable — and  desir- 
able— that  Wakefern  become  a  single 
corporation.  Some  think  Wakefern 
should  sell  only  to  Shop-Rite  stores, 
as  it  does  now,  while  others  want 
Wakefern  to  sell  to  competitive  stores 
as  well.  Meanwhile,  competition  from 
chains  as  well  as  other  independents 
has  sharpened  considerably  in  the 
last  few  years,  leaving  Wakefern  little 
margin  for  error. 

Granted,  Wakefern  has  nicely  sur- 
vived the  departure  of  Supennarkets 
General.  But  the  question  is,  over  the 
long  haul,  can  Wakefern  remain 
viable  as  a  cooperative  enterprise? 
Are  its  members  getting  too  big  to 
work  effectively  together  in  a  co-op? 
And  if  Wakefern  ceases  being  a  co-op, 
how  is  it  going  to  instill  entrepre- 
neurial drive  in  the  monolithic  struc- 
ture of  a  chain? 

General  Manager  Silverberg  thinks 
modern  management  techniques — 
"surrogate  bosses"  and  participatory 
decision  making — will  yield  the  an- 
swer. Perhaps.  But  what  ever  does 
happen  to  Wakefern  will  suggest  a 
lot  about  the  fate  of  other  co-ops  as 
they  get  old  and  rich.  ■ 


FORBES,  JUNE  15,  1969 


33 


Polaroid 


In  FORBES  Directory  of  great  American 

corporations  (May  15),  Polaroid  ranked  21st 

among  500  in  terms  of  the  total  market 

value  of  its  stock.  Yet  it  ranked  only  344th  in 

sales  and  nowhere  at  all  in  total  assets. 

(For  example,  Alcoa  had  seven  times  Polaroid's 

assets  but  less  than  half  its  market 

value.)  In  fact  Polaroid's  market  value  far 

exceeded  that  of  such  corporate  giants 

as  Union  Carbide,  Chrysler,  Bank  of  America  and 

Penn  Central.  The  market  currently 

values  each  share  of  Polaroid  at  about  60  times 

earnings,  13  times  book  value.  Not  even 

Xerox  or  IBM  reaches  these  ratios. 

Are  these  numbers  Justified?  On 

the  following  pages,  FORBES  asks  the  question 

and  comes  up  with  some  answers. 
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"The  trouble  with  you  guys,"  said 
the  executiv'e,  addressing  himself  to 
a  Forbes  reporter,  "is  that  you  come 

'p  here  and  tr\'  to  put  us  in  a  mold. 
'^'e're  not  in  a  mold."  Speaking  was 

lanford  Calderwood,  marketing  vice 
esident  of  Polaroid  Corp.,  and  he 

id  a  valid  point.  Most  people  think 
■>i  Polaroid  as  fitting  the  technology 
mold  and  it  does.  But  the  most  fas- 
cinating thing  about  Polaroid  at  this 
state  of  its  development  is  not  its 
technology,  but  its  marketing.  Quite 
simply,  Polaroid  has  developed  a 
marketing  plan  that  is,  in  its  own 
way,  as  clever  and  as  advanced  as 
the  chemical  and  optical  knowhow 
that  has  earned  Polaroid  a  price/earn- 
ings ratio  of  around  60,  one  of  the 
liighest  among  major  U.S.  corporations. 
This  marketing  skill  already  has 
pushed  Polaroid  very  close  to  Kodak 
in  dollar  value  of  amateur  still  film 


sold.  "In  three  years  Polaroid's  sales 
of  its  color  still  film  will  be  greater 
than  Kodak's,"  says  Leo  Mandrakos, 
partner  and  manager  of  the  Institu- 
tional Research  Division  of  Wall 
Street's  Oppenheimer  &  Co.  Here  are 
the  appro.\imate  still  film  figures  right 
now:  Polaroid,  $240  million,  which 
breaks  down  into  about  $135  million 
from  Polacolor  and  about  $105  million 
from  black-and-white  film;  Kodak, 
about  $260-$270  million  without  proc- 
essing, breaking  down  into  Kodacolor, 
about  $140  million,  Kodachrome  and 
Ektachrome  $100  million,  and  black- 
and-white  film  S20  million. 

Anyone  who  doubts  that  Kodak  is 
feeling  the  pinch  has  only  to  look  at 
one  of  its  recent  full-page  magazine 
ads.  "Taking  any  kind  of  picture  is 
nice,"  the  ad  proclaims,  "but  being 
able  to  take  all  three  kinds  is  nicer." 
Above    the    words   are   a    black-and- 


white  snapshot,  a  color  one  and  s 
color  slide.  The  effect  of  the  adver 
tisement  is  to  remind  readers  tha 
Polaroid  can't  make  slides.  The  inten 
of  the  advertisement  is  clearly  de 
fensive. 

Quite  clearly,  Polaroid  is  no  longe 
simply  a  specialty  company  in  th 
business.  It  is  after — and  well  on  tb 
way  to — undisputed  market  leade: 
ship  over  Kodak  in  the  amateur  phot( 
graphic  market.  This  you  cannot  gf 
Polaroid  executives  to  say;  it  is  (st 
Side  Lines)  difficult  to  get  them  < 
say  an>thing.  But  the  evidence 
indisputable. 

Exhibit  A:  Hidden  by  trees  ar 
immersed  in  almost  CIA-like  secrec 
sits  a  220-acre  former  estate  in  su 
urban  Norwood,  about  ten  miles  fio 
Polaroid's  corporate  headquarters 
Cambridge,  Mass.  There  will  be  fb 
new  buildings  on  the  site  by  the  » 
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of   1969.    In  one  of   them,   Polaroid 

Corp.  plans  to  start  turning  out  the 
latest  addition  to  its  product  line,  a 
color  transparency  film  that  can  pro- 
duce instant  color  slides  as  the  present 
Polacolor  can  produce  instant  color 
prints.  With  this  film,  Polaroid  will, 
like  Kodak,  have  an  amateur  film 
product  in  each  major  segment  of  the 
still  market  and  possibly  even  the 
movie  market. 

E.xhibit  B:  A  126-acre  tract  in  the 
old  whaling  town  of  New  Bedford, 
about  65  minutes  by  expressway  from 
Polaroid's  main  headquarters.  There, 
by  late  next  year,  Polaroid  will  begin 
turning  out  an  entirely  new  color 
negative  film  for  making  prints. 

Exhibit  C:  The  company's  resident 
genius,  Founder-President-Chairman 
y{  the  Board-Director  of  Research  Ed- 
win H.  Land,  a  young-looking  60, 
■vho  is,  in  his  own  words,  dreaming 
md  working  on  a  "whole  new  genera- 
ion  of  cameras"  also  to  be  turned  out 
n  one  of  the  new  plants  at  Norwood. 

All  of  this  is  nicely  meshed  in  a 
otal  marketing  and  manufacturing 
)lan.  These  new  plants  and  other 
acilities  Polaroid  is  planning  will,  for 
he  first  time,  make  Polaroid  a  real 
nanufacturer.  They  will  cost  $150 
lillion,  which  is  half  again  as  much 
s  the  company  presently  has  invest- 
d  in  plant  and  equipment. 

As  things  now  stand,  Polaroid 
irms  out  the  bulk  of  its  manufactur- 
ig.  U.S.  Time  and  Bell  &  Howell 
lanufacture  and  assemble  Polaroid 
ameras  to  Polaroid  specifications, 
"ith  Polaroid  itself  manufacturing 
nly  the  more  sophisticated  parts 
Jch  as  elements  that  go  into  the 
lutter.  The  negative  stock  for  its 
3lor  film  is  made  by  Eastman  Kodak, 
olaroid  makes  the  positive  materials 
id  assembles  them  with  the  color 
sgative  in  its  own  plants.  Black-and- 
hite  negative  materials  are  coated  to 
alaroid's  specifications  by  du  Pont 
id  other  suppliers  and  assembled  in 
slaroid's  plants. 
Building  these  new  plants  will  ac- 


complish  two    things.    It   will   assure 
enough    film    to    support    Polaroid's 
audacious  marketing  program.  It  will 
reduce    Polaroid's    costs    by    cutting 
back   on   the  proportion  of  material 
thaf  it  buys   from   outside   suppliers. 
For  e.xample,  Kodak,  doing  all  its  own 
manufacturing,    enjoys    an    estimated 
70%  pretax  profit  margin  on   its  still 
color   film,    while    Polaroid's    is    esti- 
mated between  40%  and  45%.   Thus, 
going  into  manufacturing  will  in  the 
long  run  raise  even  more  of  Polaroid's 
already  plump  profit  margin  and  give 
it  the  money  for  more  market  satura- 
tion,   more    expansion.    Should    still 
color-film   sales  continue  to   grow  at 
the  current  rate,   Polaroid  meantime 
will   be   able   to   run   its  own   plants 
at  a  high  rate  of  capacity,  and,  at  the 
same  time,   supplement  their  output 
with  outside  purchases. 

All  this  is  simply  the  logical  next 
step  in  the  natural  unfolding  of  a 
long-standing  strategy.  Even  before  the 
introduction  of  Polacolor  in  1963, 
Polaroid  had  started  a  pilot  operation 
for  producing  its  own  color  negative. 
In  1962  the  company  began  looking 
for  a  factory  site  like  the  one  in  New 
Bedford. 

Stepping  Out 

The  company's  move  into  the  mass 
markets  began  only  as  recently  as 
1965  with  the  introduction  of  its 
black-and-white  Swinger  camera.  Until 
then  its  lowest-price  camera,  the 
Model  104,  sold  for  $59.95.  The 
Swinger,  with  a  suggested  list  price 
of  $19.95,  did  several  things  at  once. 
It  gave  Polaroid  a  product  priced 
more  competitively  with  Kodak's  In- 
stamatic  cartridge  system  of  still  cam- 
eras. The  success  of  the  Swinger  was 
overwhelming — 5  milHon  were  sold 
in  the  first  two  years.  This  tightened 


Polaroid's  grip  on  the  black-and-white 
still  market  where  Polaroid  outsells 
Kodak  five  to  one  in  dollar  terms. 

The  roll-film  Swinger  opened  whole 
new  markets  to  Polaroid  film.  With  its 
low  price  and  ease  of  use,  it  put  Pol- 
aroid deep  into  the  vast  and  growing 
teenage  market  for  photographic 
goods.  Sixty  percent  of  all  Americans 
18  or  under  now  own  one  or  more 
cameras. 

Its  low  price  makes  it  an  item  for 
the   nation's    50,000    or    more    drug- 
stores. "Until  the  Swinger,"  says  Sales 
Vice  President  Tom  Wyman,  "we  were 
practically  nowhere  in  drugstores  with 
our   cameras.   The   Swinger   gave   us 
access    to     drug    wholesalers."    The 
Swinger  also  gave  discounters  some- 
thing new  to  sell.  This  is  very  impor- 
tant. The  number  of  camera  depart- 
ments in  discount  stores  has  gone  up 
some  50%  since  1964.  Almost  as  many 
cameras    are    now    sold    in    discount 
stores,  about  24%,  as  through  conven- 
tional   camera    outlets,     about    26%. 
Drugstores   are   third   with    17%,   and 
department  stores,  with  16%,  account 
for  most  of  the  rest. 

The  Swinger,  however,  was  only  a 
step.  It  was  followed  by  the  introduc- 
tion last  year  of  a  pack-film  black-and- 
white  camera  with  a  bigger  picture, 
the  Big  Swinger,  at  a  suggested  list 
price  of  $24.95.  Polaroid's  big  event, 
however,    was    the    introduction    this 
past  March  of  its  current  line  with  its 
Coloipack  II,  listed  at  $29.95.  Having 
invaded  the  low-price  market  with  the 
Swinger,    Polaroid   now   widened    its 
beachhead    with    its    new    expansion 
product.  This  Colorpack  II  can  take 
both   color  and   black-and-white  pic- 
tures. Not  accidentally,  some  40%  of 
Colorpack  II's  initial  sales  came  from 
Swinger    and    Big    Swinger    owners 
who  traded  up. 


Ask  the  average  consumer  and  he 
will  probably  tell  you  that  Polaroid 
photography  is  expensive  photogra- 
phy, what  with  an  eight-exposure 
pack  or  Polacolor  selling  for  an  aver- 
age discounted  price  of  $4.  That  comes 
to  about  50  cents  for  a  SM  x  4)4  shot. 
But  the  fact  is  this:  When  you  finish 
with  processing,  a  3/2  x  3/2  Instamatic 
Kodacolor  print  comes  to  45  cents.  As 
for  black-and-white,  a  finished  Pola- 
roid 3/4  X  4/4  costs  the  consumer  about 
28  cents  vs.  22  cents  for  a  3/2  x  3/2 
Instamatic.  To  a  convenience-minded, 
impatient  public  these  are  not  exces- 
sive premiums  for  the  speed  of  the 
Polaroid  process,  the  freedom  from 
trips  to  the  processor. 

Polaroid,  on  top  of  this,  has  one 
big  advantage  over  Kodak:  Since  the 
1954  consent  decree,  Kodak  can  no 
longer  sell  processing  and  film  as  a 
single  package  in  this  country;  thus 
today  it  directly  processes  only  about 
10%  of  its  own  color  film.  Polaroid,  on 
the  other  hand,  gets  both  the  process- 
ing and  the  film  business  since  the 
two  are  inseparable.  Unlike  Kodak,  its 
profits  in  the  amateur  market  do  not 
also  depend  on  the  sale  of  paper  and 
chemicals  to  the  photofinishing  trade. 
Kodak  gets  about  $100  million  for 
color  processing  materials.  Which  is 
one  reason,  of  course,  why  Polaroid 
has  so  quickly  caught  up  with  Kodak 
in  still  film  dollar  volume.  And  why  it 
is  almost  certainly  going  to  pass  Ko- 
dak in  film  dollar  sales  in  the  very 
near  future.  In  competing  with  giant 
Kodak,  Polaroid  devised  a  strategy  to 
fit  its  means.  To  come  out  with  a 
color-pack  camera  close  to  the  Swing- 
er's price  with  enough  features  to 
make  it  attractive,  Polaroid  had  to 
take  a  smaller  profit  than  on  any  pre- 
vious camera  and  had  to  force  dealers 
to  accept  a  slimmer  margin  to  work 
with,  25%  vs.  the  customary  33.3%. 
Many  a  dealer  literally  screamed 
about  that,  particularly  the  conven- 
tional camera-store  owner  who  saw 
discounters  "footballing"  Colorpack  II 
as  a  $20  traffic-builder. 

But  there  was  little  the  screamers 
could  do.  Polaroid  characteristically 
backed  Coloipack  II  with  a  vast  ad- 
vertising campaign.  In  one  10-day 
period  in  March  for  example,  Polaroid 
"bhtzed"  the  market  with  a  $2.2-mil- 
lion  advertising  campaign  to  introduce 
its  new  fine.  In  five  days  alone,  the 


Beyond  Money.  Though  he  siill 
works  hard,  Edwin  Land  is  hardly 
mofivaied  by  money.  Already  Pola- 
roid has  made  him  one  of  the  richest 
men  in  America;  the  Land  family 
holds  about  5  million  Polaroid  shares, 
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TV  blast  for  Colorpack  II  hit  96%  of 
the  population  at  least  seven  times. 
The  retailers  had  to  store  the  products 
or  risk  sending  customers  away  dis- 
appointed. 

This  was  t>'pical.  Unlike  Kodak, 
Polaroid  never  has  had  any  love  affair 
witlj  retailers.  Its  salesmen  are  young 
and  very  aggressive.  They  are  not 
"hand-holders"  the  way  Kodak's  are. 
-Polaroid  gives  no  discount  on  the 
number  of  cameras  or  cases  of  film  a 
dealer  buys.  It  also  never  gives  deal- 
ers co-op  advertising  money  to  play 
with.  Wedding  itself  to  discounters 
and  drugstores  with  heavy  preselling, 
what  Polaroid  wants  badly  is  more 
of  its  cameras  in  the  hands  of  the 
public.  "Obviously,  the  greater  our 
camera  population,  the  higher  our  film 
sales  will  go,"  says  Marketing  Vice 
President  Stan  Caldenvood.  "This 
will  not  only  keep  changing  our  base, 
but  also  stabilize  it." 

Now  that  Colorpack  II  is  out,  Pol- 
aroid's next  step  will  be  to  get  dis- 
tribution of  its  film  in  supennarkets. 
"Kodak  is  there,"  says  Caldenvood. 
"But  we  haven't  been.  Supermarkets 
are  coming  up  fast  as  film  outlets, 
too."  Once  this  is  accomplished,  Pol- 
aroid's film  distribution  will  be  almost 
as  broad  as  Kodak's. 

As  Polaroid's  marketing  men  move 
to  expand  and  consolidate  their  foot- 
holds in  the  new  mass  market.  Land 
and  his  technical  people  are  getting 
ready  for  the  next  moves.  One  of 
Land's  dreams,  almost  from  the  be- 
ginning, has  been  "the  ultimate  cam- 
era," one  so  light  and  compact  and 
inexpensive  that  almost  everyone 
would  carry  one  around  like  a  wallet 
or  pair  of  eyeglasses.  Land  even  en- 
joys taking  out  his  own  wallet  to  show 
\'isitors  how  convenient  such  a  cam- 
era would  be. 

Moreover,  this  is  no  idle  dream. 
Almost  every  new  camera  model  Pol- 
aroid has  made  has  been  less  bulk) 
and  less  weighty  than  its  immediate 
predecessor.  The  first  Land  camera, 
for  example,  weighed  about  4  pounds. 
The  current  Colorpack  II  weighs  20 
ounces.  Plastic  parts  and  solid-state 
electronic  components  have  reduced 
the  weight  and  bulk.  So  did  the  in- 
\  ention  of  the  pack  fihn  for  develop- 
ing the  picture  outside  rather  than  in- 
side the  camera. 

The  trouble  is  that  optics  dictate 


worth  nearly  $600  million  recently. 
Even  so,  while  others  might  be  pre- 
paring to  retire.  Land  continues  to 
spend  as  much  of  his  time  as  pos- 
sible in  his  personal  laboratories  at 
Polaroid's     Cambridge     headquarters. 
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We  make  Scotch  for 
the  hard-to-please. 
A  Scotch  with 
a  difference. 
'Black  SLWhite." 
Smooth.  Light.The  one 
that  sets  the  standards 
for  all  other  Scotches. 
Tonight. 
'Black  &White:' 


'BLACK  &  WHITE': 
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mber  Fedefal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Cofo,".' 


Before  you  decide  to  lend,  borrow, 

invest,  divest,  merge,  lease,  or  whatever, 

you'd  better  read  this  book. 


Some  years  ago,  the  head  of  our 
economics  Department  became 
irked  by  the  faa  that  no  single 
source  of  information  existed  on 
which  to  base  a  sound  judgment 
of  the  credit  markets. 

Out  of  this  feeling  of  frustration, 
The  Investment  Outlook  was  born. 
The  Investment  Outlook  sounds 
ike  a  stock  market  tip  sheet,  but 
t's  not.  Essentially,  this  book 
races  the  flow  of  funds  through 
lie  economy,  showing  how  the  de- 
■nand  for  money  is  met,  and  where 
he  money  is  likely  to  go. 

Statistics  on  every  aspect  of  the 
:redit  market  are  presented:  gov- 
;rnment  securities,  mortgage  fi- 
lancing,  corporate  bond  and  stock 
ssues,  and  dozens  of  others. 

The  text  and  tables  are  carefully 
ross- referenced  and  presented  in 


a  form  clearly  understandable  by 
corporate  financial  officers  and  in- 
vestment Vnanagers. 

Some  of  these  statistics  cite  what 
has  happened  in  previous  years, 
thus  inviting  your  own  analysis. 

Many  others  are  detailed  pro- 
jections of  what  we  feel  is  likely  to 
happen  during  the  coming  year, 
based  on  assumptions  we  make 
about  the  economy  as  a  whole. 

Our  projections  are  the  result  of 
constant  sifting  of  information 
from  a  multitude  of  sources,  in- 
cluding a  nimiber  of  seminars  to 
which  we  invite  leading  specialists 
in  various  investment  fields. 

Processing  the  information  from 
these  seminars,  from  our  real- 
time computer,  and  from  other 
contributors,  involves  a  size- 
able investment  in  a  full-time 


professional  staff. 

Part  of  the  return  on  this  invest- 
ment is  the  accimiulated  wisdom 
which  Bankers  Trust  applies  to  the 
money  market. 

The  other  part  is  the  satisfaction 
of  knowing  that  we're  performing 
a  valuable  service  to  the  business 
community. 

The  Investment  Outlook  has 
come  a  long  way  and  is,  we  believe, 
more  valuable  than  ever.  In  1949, 
it  was  the  most  complete  work  of 
its  kind. 

After  twenty  years,  it  still  is. 

If  you  would  like  to  receive  a  copy 
of  The  Investment  Outlook,  please 
write  to  Mrs.  Sally  S.  Ronk, 
Vice  Pr£sident,  Bankers  Trust 
Company,  Box  318,  Church  St. 
Station,  N.Y.,  N.Y.  10015. 


You'll  find  a  banker  at  Bankers  Trust. 


that  the  center  of  the  lens  must  be  a 
certain  distance  from  the  exposure 
plane  of  the  film  if  you  are  to  get  a 
positive  print  of  an  acceptable  size  for 
keeping.  This  is  almost  impossible  to 
do  if  the  distance  is  less  than  three 
inches.  And  three  inches  is  much  more 
than  the  width  of  a  wallet.  How,  then, 
can  Land  get  his  dream  camera? 

"Consider  a  tiny  camera  like  the 
Minox,"  says  one  photography  expert. 
"Suppose  Polaroid  had  one  that  size, 
using  the  instant  picture  process.  You 
could  get  a  small  print  to  show  you 
what  you'd  taken.  You  could  also 
have  a  retained  negative  for  making 
enlarged  positive  copies  later  on." 

Since  the  early  Sixties  Polaroid  has 
been  selling  professional  photog- 
raphers Type  55  PN  film  to  go  into 
the  Polaroid  4X5  Land  Film  Holder 
attached  to  their  Speed  Graphic  cam- 
eras.   The    film    produces    a    finished 


black-and-white  print  and  a  fully  de- 
veloped negative  in  20  seconds.  "Why 
couldn't  Polaroid  make  a  smaller  ver- 
sion for  the  amateur  photographer?" 
asks  this  same  expert.  He  also  main-' 
tains  that  it  is  "not  conceptually  im- 
possible" to  do  the  same  thing  in  color. 

Suppose  it  could.  How  does  the 
customer  get  copies  or  enlargements 
made  from  his  retained  negatives? 
There,  too,  there  are  several  possibili- 
ties. One  of  these,  of  course,  is  that 
Polaroid  could  sell  him  a  separate 
print-copier  for  use  at  home.  That, 
however,  might  run  up  expenses  and 
make  a  mess  around  the  house. 

More  likely,  perhaps,  is  the  pos- 
sibility that  the  customer  might  send 
his  negatives  into  Polaroid  itself  for 
finished  prints.  In  fact,  that  may  not 
be  as  farfetched  as  it  sounds.  Polaroid 
already  does  a  healthy  business  of 
some  $4  million  a  year  processing  and 


SOURCES:  PHOTO  DEALER  MAGAZINE; 
NATIONAL  ASSOCIATION  OF 
PHOTOGRAPHIC  MANUFACTURERS; 
ARTHUR  Q.  LITTLE.  INC. 
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enlarging  prints.  Last  year,  its  two 
copy  service  facilities,  one  in  Cali- 
fornia, the  other  in  Cambridge,  Mass., 
handled  well  over  a  million  domestic 
orders  for  some  14  million  prints. 

This,  of  course,  is  not  quite  instant 
photography.  But  one  of  the  major 
trends  in  the  photography  business 
is  the  rapid  growth  of  mail-order 
photofinishing.  According  to  a  recent 
report  by  the  National  Association  of 
Photographic  Manufacturers,  an  esti- 
mated 35%  of  present  photofinishing 
is  by  mail  order.  Drugstores  now 
handle  31%.  And  camera  stores  are 
third  with  22.5%. 

Polaroid  would  be  getting  into  one 
of  the  fastest-growing  and  most  profit- 
able parts  of  the  photography  market. 
Since  1963  the  amateur  photofinish- 
ing market  has  doubled  to  around 
$500  million.  By  the  mid-Seventies, 
at  its  present  rate  of  growth,  it  is  ex- 
pected to  double  again.  Mail  order, 
with  its  convenience  and  low  cost,  is 
inevitably  going  to  play  an  increasing 
part. 

After   the    Amateurs? 

So  much  for  Polaroid's  potential 
in  the  amateur  still-photography  busi- 
ness. The  total  value  of  all  photo- 
graphic products  shipped  in  the 
U.S.  last  year  amounted  to  about  $4 
billion.  Polaroid  accounted  for  only 
10%  of  this  total,  in  spite  of  its  power- 
ful position  in  amateur  still  photog- 
raphy. There  is,  for  example,  the  $700- 
million  market  for  amateur  and  pro- 
fessional movie  film,  equipment  and 
processing.  Polaroid  is  nowhere  in  this 
market,  its  3-D  system  having  been 
abandoned.  But  nobody  who  knows 
Land  and  his  crew  could  possibly 
imagine  that  they  have  written  the 
movie  market  ofiF. 

Then  there  is  the  industrial  market. 
Work  continues  on  Land's  copying 
machine  which  could  have  applica- 
tions in  both  the  office  and  the  home. 
Polaroid's  X-ray  system  has  not  been 
very  successful  but  Land  and  his 
aides  are  constantly  working  on  im- 
provements. 

Closest  to  a  breakthrough  in  the 
industrial  field  is  Polaroid's  ID-2 
Land  Identification  System.  Within 
two  minutes,  this  system  produces 
a  finished,  sealed  identification  card 
with  full-color  photographs  of  the 
subject.  Five  states,  Alaska,  Massa- 
chusetts, New  Mexico,  North  Carolina 
and  Virginia,  already  use  or  plan  to 
use  the  system  for  drivers  licenses, 
but  this  covers  only  about  3.5  million 
of  the  more  than  100  million  licensed 
drivers  in  the  U.S.  The  possibilities  in 
credit  cards,  ID  cards.  Social  Security 
cards  are  almost  limitless. 

All  this  may  seem  quite  far  off.  But 
Polaroid,  as  must  be  clear  by  now,  is 
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a  compan>"  that  believes  in  working 
hard  tocla>'  on  what  it  will  be  doing 
fi\c  years  from  now.  A  prime  exam- 
ple is  Polaroid's  strategy  for  entering 
the  foreign  market.  Until  1958  about 
all  Polaroid  was  known  for  outside 
the  U.S.  was  its  sunglasses.  Despite 
its  domestic  success,  hardly  any  of  its 
cameras  or  film  were  sold  o\erseas. 
The  move,  when  it  came,  was  in  care- 
full>  planned  stages.  As  one  of  the 
earlier  steps,  says  Director  Julius  Sil- 
\er,  "We  took  two  camera  models 
that  were  becoming  substantialK 
obsolete  in  the  United  States  and 
gave  them  to  one  of  the  established 
Japanese  firms,  in  this  case  Yashica, 
to  make."  That  solved  the  problem  of 
setting  up  an  e.xpensive  manufactur- 
ing facility  outside  the  country.  Part 
of  the  deal,  says  Silver,  also  was  the 
understanding  "that  we  get  dollars 
from  Japan  for  our  film. 

"We  arranged  to  ha\e  the  camera 
and  film  sold  in  Europe,"  continues 
SiKer.  "First,  we  got  local  people  to 
borrow  in  local  cmrencies  from  local 
banks  to  set  themselves  up,  backed 
by  our  credit  and  reputation.  This 
wa\  we  got  through  "he  childhood 
diseases  of  learning  distribution  and 
setting  up  a  skeleton  sales  staff  with 
ver\'  minimal  amounts  of  capital  not 
subject  to  devaluation."  Not  until  the 
early  Sixties  did  Polaroid  ha\e  \ir- 
tuali>  complete  sales  coverage  of  the 
major  European  markets.  Not  until 
1965  did  Polaroid  begin  setting  up 
its  own  manufacturing  facilities  in 
Scotland  and  in  the  Netherlands. 
Start-up  costs  helped  put  Polaroid  in 
the  red  for  a  while.  In  1967  Polaroid 
was  back  in  the  black.  Last  year 
the  company  netted  $3.6  million  over- 
seas on  sales  of  $53  million.  Silver 
feels  that  foreign  operations  are  only 
beginning  to  tap  their  potential. 

The  story  of  the  man  behind  all 
this,  Edwin  H.  Land,  has  oft  been 
told.  The  original  60-second  black- 
and-white  photo  process  was  Land's 
own.  Land's  ready  access  to  top  sci- 
entific circles  at  Harvard  and  MIT 
(he  serves  in  various  positions  at 
both  universities)  is  of  inestimable 
value  to  the  company.  For  example, 
it  was  a  close  friend  of  Land,  Nobel 
Prize  winning  plnsicist  Professor  Ed- 
ward Pucell  of  Harvard,  who  made 
suggestions  that  eventually  led  to  the 
"electric  eye "  shutter. 

But  Land  is  a  good  manager  as 
well  as  a  good  applied  scientist.  He 
has  surrounded  himself  with  a  sharp, 
smart  group  of  nonscientists  who  are 
responsible  for,  among  other  things, 
Polaroid's  impressive  edifice  of  pat- 
ents and  its  crackerjack  marketing. 

Stan  Calderwood  is  an  example. 
An   abrupt   but   brilliantly    articulate 


man,  Calderwood,  48,  is  a  trans- 
planted Nebraskan  whose  bow  ties 
and  baldness  enhance  his  quizzical 
look.  Graduating  from  the  University 
of  Colorado,  he  started  as  a  newspaper 
reporter  for  the  Manchester  (N.H.) 
Union  Leader,  then  went  to  United 
Press  International.  There  he  switched 
from  the  editorial  to  the  business  side 
before  becoming  a  public  relations 
man  for  Eastern  Gas  &  Fuel  Associa- 
tion in  Boston.  In  1953  Polaroid  hired 
him  as  its  assistant  advertising  man- 
ager. In  1966  he  was  made  marketing 
\ice  president. 

Calderwood  is  the  man,  more  than 
any  other,  who  steered  Polaroid 
through  that  most  difficult  of  market- 
ing maneuvers  over  the  past  few 
\ears:  the  move  from  a  specialty  mar- 
keter to  a  successful  mass  marketer. 
In  all  this  he  has  worked  closely  with 
one    of    Madi.son    Avenue's    brightest 


advertising  agencies — Doxle  Dane 
Bernbach,  which  has  handled  the  Pol- 
aroid account  since  1954. 

Director  Julius  Silver,  a  New  York 
lawyer,  is  one  of  Land's  oldest  asso- 
ciates. Silver  says  he  met  Land  "when 
he  was  about  12  years  old  and  1  was 
liis  camp  counselor  in  Connecticut. 
We  grew  up  like  brothers." 

Silver,  who  is  also  a  vice  president 
and  head  of  the  executive  committee, 
is  almost  more  shy  of  personal  pub- 
licity than  Land.  He  is  one  of  the 
architects  of  Polaroid's  carefully  con- 
structed patent  monopol>  and  one  of 
its  top  financial  planners. 

Silver  considers  his  role  as  that  of 
the  objective  outside  adviser;  there  is 
a  direct  telephone  tie-line  between 
Cambridge  and  his  Manhattan  firm  of 
Silver,  Saperstein,  Barnett  &  Solomon. 

In  fact  Polaroid's  board  of  directors 
is  one   of  the   wonders   of  the  pres- 


WHERE  THE  MONEY  IS 

With  the  advent  of  Polacolor,  the  Kodak  Instamatic  and  the 
flashcube,  amateurs  now  take  more  than  twice  as  many  still 
pictures  in  color  than  in  black  and  white.  Color  film  is  among 
the  most  profitable  of  all  consumer  products. 


SOURCE:  PHOTO  DEALER  MAGAZINE 


While  a  student  af  Harvard, 
Edwin  Land  came  up  wifh  his 
first  major  invention,  plastic 
filters  to  "polarize"  or  elimi- 
nate the  glare  in  light  rays. 
His  early  backers  dreamed  of 
putting  polarizing  filters  on 
every  auto  headlight  and 
windshield.  Detroit  never 
bought  the  idea,  and  only 
4%  of  Polaroid's  volume  now 
comes  from  sunglass  lenses 
and  optical  polarizing  filters. 
Polaroid  now  dreams  of  the 
day  when  every  auto  license 
and  other  kind  of  ID  card  will 
be  produced  by  the  ID-2  Land 
Identification  System  (below), 
already  In  use  by  a  number 
of  states,  banks  and  schools. 


ent-day  corporate  world.  It  includes 
some  of  the  best  minds  in  Wall 
Street,  in  law  and  in  science,  all 
members  in  good  standing  of  the  Bos- 
ton-New York-Washington  legal-intel- 
lectual-financial establishment.  They 
are  not  just  there  for  window  dress- 
ing. Most  have  been  associated  with 
Land  for  a  long,  long  time. 

For  example,  one  of  the  first  di- 
rectors when  Land  organized  Pola- 
roid in  1937  was  Lewis  Stiauss, 
partner  in  Kuhn,  Loeb  (W.  Averell 
Harriman  also  was  among  the  first 
directors).  Today  L.  Z.  Morris  Strauss, 
Lewis'  brother,  is  a  Polaroid  director 
and  Kuhn,  Loeb  is  represented  on 
the  board  by  Henry  Necarsulmer. 
Other  directors  include  Dr.  Carl  Kay- 
sen,  successor  to  the  late  J.  Robert  Op- 
penheimer  as  director  of  the  Institute 
for  Advanced  Study  at  Princeton,  Dr. 
James  R.  Killian  Jr.,  chairman  of  the 
Corporation  of  Massachusetts  Institute 
of  Technology,  and  Richard  Hill, 
president  of  the  First  National  Bank 
of  Boston.  The  late  James  P.  Warburg, 
a  banker  by  trade  but  an  intellectual 
by  avocation,  had  served  on  the  Polar- 
oid board  since  the  beginning. 

Said  Warburg  in  a  recent  interview: 
"The  company  reflects  Land.  No  one 
can  take  talented  people  the  way 
he  can,  focus  them,  get  new  things 
out  of  them."  In  some  ways,  in  fact, 
Polaroid's  management  almost  resem- 


bles a  university  faculty  more  than  a 
formally  organized  management 
team.  Land  will  ha\'e  no  truck  with 
the  trappings  of  scientific  manage- 
ment. "There  is, "  he  says,  "no  such 
thing." 

"We've  never  had  an  organization 
chart  and  wouldn't  know  what  to  do 
with  it  if  we  had  one,"  says  Stan  Cal- 
derwQpd.  "We  don't  write  long  memos 
to  each  other  the  way  people  at  other 
companies  do." 

•  Land  admits  it  is  harder  to  con- 
tinue operating  what  he  calls  "the 
ideal  company"  when  the  number  of 
employees  is  almost  2/2  times  what 
it  was  seven  years  ago.  "But  that  does 
not  mean  that  you  stop  trying,"  he 
says.  "You  just  have  to  invent  new 
ways  of  doing  it  and  work  harder  at 
doing  them."  Until  a  few  years  ago, 
for  example.  Land  would  gather  all 
employees  for  an  annual  "lecture"  on 
what  Polaroid  was  doing  and  where 
it  was  going.  "Now  he  does  three  of 
those  meetings,"  says  Silver.  "But  he 
does  them  all  in  one  day." 

Who  Needs  Acquisitions? 

Had  Polaroid  so  chosen,  it  could 
have  expanded  fast  and  furiously  by 
using  stock  to  buy  other  companies. 
Forbes  Directory  Issue  {May  15) 
shows  Polaroid  with  a  vastly  great- 
er stock-market  value  than  such  big 
firms  as  Monsanto,  Litton  Industries, 
Chase  Manhattan,  Alcoa.  It  could 
easily  have  used  its  high-priced  stock 
to  acquire  assets  and  earnings  at 
bargain  rates.  After  all.  Control  Data 
has  taken  this  route.  Xerox  has  come 
close  to  it.  That  Polaroid  did  not  do 
so,  that  it  has  not  made  a  single  ac- 
quisition, is  no  accident.  It  is  deliber- 
ate policy. 

Forbes  asked  Land  why  Polaroid 
did  not  acquire  other  companies. 

His  reply  was  a  model  of  Yankee 
terseness:  "Why?"  And  that  ended 
discussion  of  that  question. 

This  superconfident  self-reliance  ex- 
tends even  to  the  bringing  out  of  new 
products.  Polaroid  will  not  do  so 
simply  to  keep  the  product  pipelines 
filled.  At  the  annual  meeting  for  1968 
Land  confirmed  what  Wall  Street  had 
long  suspected:  Polaroid  had  a  docu- 
ment copier.  Land  actually  demon- 
strated a  working  model.  It  has  never 
come  to  market,  however,  because 
Land  is  not  yet  satisfied  that  it  meets 
tlie  test  of  uniqueness  that  he  insists 
upon.  "We  do  not,"  he  says  flatly, 
"want  to  do  what  every  Tom,  Dick 
and  Xerox  can  do.  Our  company  has 
been  dedicated  throughout  its  life  to 
making  only  things  which  others 
cannot  make.  We  proceed  from  basic 
science  through  applied  science  to 
highly  desirable  products." 

And,    as    the    company    picks    its 


42 


FORBES,  JUNE  15,  1969 


Extending  man's  senses: 


Command  joint  forces  from  20,000  feet, 


Bounce  a  newscast  around  the  world. 

Navigate  precisely  from  Cape  Horn  to  the  Cape  of 
Good  Hope. 

Turn  night  into  day  with  an  airborne  fioodhght. 

Set  up  a  TACAN  transceiver,  anywhere,  in  minutes. 

Airborne  command  and  control  stations.  Communica- 
tions satellites.  The  global  Omega  navigation  system. 
Nighttime  military  and  civilian  operations.  Portable 
TACAN. 

All  demand  fail-safe  technology  -  the  finest  electronics 
and  svstems  available. 


That's  our  business. 

LTV  Electrosystems  has  the  scientific  and  engineering 
talent,  fast-reaction  capacity,  and  the  production  facilities 
(15  nationwide)  to  build  the  advanced  electronics  our  cus- 
tomers need  to  extend  their  senses  and  capabilities  into 
every  environment. 

For  our  1968  annual  report  and  other  information,  please 
write:  C.  L.  Taylor,  Vice  President,  Secretary  and  Treasurer. 
For  career  opportunities,  write:  Bill  Hickey,  Supervisor  of 
Professional  Placement.  An  equal  opportunity  employer. 


L.-r\/^ 


TEIIK/I^,   liSiC^. 


/=*o.  ^ox"    ^c:>::pic:>    c?-AL_t_^Asr.   tetx^^^^ 


A  quality  company  of  Ling-Temco-Vought.  Inc. 


products  carefully,  so  it  picks  its  mar- 
kets carefully.  It  learned  a  lesson  in 
the  early  Fifties  when  Hollywood 
jumped  into  three-dimensional  mov- 
ies. Long  before,  Polaroid  had  devel- 
oped an  ingenious  full-color  3-D  sys- 
tem. Called  \'ectography,  it  involved 
tsvo  images  of  a  stereo  picture  printed 
in  perfect  register  one  on  top  of  the 
other  on  a  single  frame.  But  Holly- 
wood went  for  the  old  stereo  system 
requiring  two  projectors  that  were 
almost  impossible  to  keep  in  register. 
In  that  period  Polaroid  sold  100  mil- 
lion glasses  for  some  S6  million. 

"We  learned  an  important  lesson," 
says  Julius  Silver.  "In  the  movie  busi- 
ness there  were  too  many  forces,  too 
many  people  to  deal  with.  It  was  an 
undisciplined  industry.  We  learned 
that  the  best  way  is  to  sell  as  directly 
to  the  consumer  as  possible  where  we 
could  control  as  many  factors  as  pos- 
sible in  the  marketplace." 

Financialh',  Polaroid  demonstrates 
the  same  ruggedly  individualistic  self- 
reliance  that  it  does  in  other  fields  of 
management.  It  begins  by  breaking 
what  is  almost  the  prime  rule  of 
growth  companies:  It  does  not  use 
capital  leverage.  There  is  not  a  pen- 
ny's worth  of  debt  on  Polaroid's  bal- 


ance sheet.  When  it  decided  it  needed 
money  for  its  plant-building  program 
this  year  it  simply  sold  more  common 
stock  in  a  rights  offering  to  common 
stockholders  in  March.  This  runs^. 
counter  to  almost  every  trend  today. 
But  why  dilute  the  equity,  when 
Polaroid  could  borrow-  all  the  money 
it  wanted  at  the  prime  rate?  The  an- 
swer is  that  the  dilution  was  minimal: 
Raising  nearly  $100  million  cost  only  a 
3%  dilution;  shareholders  were  offered 
one  new  share  for  every  30  already 
held.  The  theoretical  earnings  dilu- 
tion this  year  will  be  perhaps  7 
cents  a  share.  A  similar  amount  bor- 
rowed at  the  prime  rate  would  have 
cost,  after  taxes,  about  S4  million,  some 
13  cents  a  share.  Moreo\er,  since  Pola- 
roid sold  the  new  shares  at  $95,  just 
48  times  earnings,  the  new  money 
cost  it  only  2%  net.  Where  can  you 
borrow  that  cheaply  today?  With  such 
carefully  rationed  rights  offerings,  with 
the  clever  conservation  of  capital 
through  farming  out  the  less  sophisti- 
cated forms  of  production,  Polaroid 
has  financed  its  growth  entirely  from 
within  and  with  only  slight  dilution. 
Says  Silver:  "Many  technology  com- 
panies failed  because  of  short-term 
borrowing   without   enough    to    cover 


Line  Up  Of  Customers  at  one  of  Korvefte's  midtown  Manhaftan  discounf 
houses  where  Polaroid  Colorpack  It's  were  offered  last  month  for  $22.99, 
$6.96  off  list.  The  crush  was  so  great  Colorpack  ll's  were  being  sold 
straight  from  the  shipping  cartons.  "People  are  beginning  to  realize,"  says 
Marvin  Wimberly  (below,  right),  manager  of  the  photo  department  in 
the  34th  Street  store,  "that  even  though  the  film  is  expensive,  the 
processing  is  included  in  the  price."  Wimberly  says  the  new  Colorpack  II 
is  taking  sales  away  from  Kodak's  lowest-priced  Instamatic  still  cameras. 


their  follow-through  and  then  some." 
The  fear  of  most  "growth"  company 
managements  is  that  their  earnings 
curve  may  falter  and  send  their  stock 
crashing  as  has  happened  to  compa- 
nies like  Litton.  Polaroid's  earnings 
grpwth  has  indeed  faltered;  earnings - 
rose  only  2.7%  last  year  on  a  7.4%  gain 
in  sales  (to  $402  million).  And  in 
1969's  first  quarter,  on  a  9%  gain  in 
sales,  earnings  per  share  fell  to  22 
cents  from  25  cents  the  year  before. 
'Far  from  crashing  and  despite  some 
selling  by  the  funds,  Polaroid's  stock 
still  sells  at  some  60  times  last  year's 
earnings  and  only  20%-25%  below  its 
high  in  the  past  decade.  Clearly,  Po- 
laroid's reputation  rests  on  something 
more  than  the  usual  fetish  of  quarter!} 
earnings  gains. 

It  rests,  too  on  a  good  deal  more 
than  just  its  imposing  patent  structure. 
There  is — and  never  has  been — any 
guarantee  that  someone  else,  maybe 
Kodak  or  the  Japanese,  would  come 
up  with  a  rival  one-step  photography 
process.  But  Polaroid  is  now  so  well 
established  in  marketing,  in  technol- 
ogy and  in  public  image  that  an 
equally  good  process  would  have  a 
rough  time  against  Polaroid. 

Was  there  ever  a  company  which 
so  closely  controlled  its  own  destiny? 
\V'as  there  ever  a  company  which 
better  deserved  the  name  of  "growth" 
company?  Perhaps  no  stock  is  "worth" 
60  times  earnings.  But  if  ever  a  stock 
was,  its  name  is  Polaroid.  It  could 
well  be  the  standard  for  comparison 
in  deciding  how  much  other  "growth" 
companies  are  really  worth.  ■ 


Consolidated 
tells  industiy 


where  to  go. 


4 


Consolidated  Natural  Gas  is  making  a  major  effort  to  get  new  CONSOLIDATED 

and  expanding  companies  to  locate  in  its  territory.  In  1967  and  NATURAL  GAS  WlW 

1968,  our  Area  Development  staff  participated  in  the  location  COMPANY         ^^r 

of  127  new  plants  on  our  lines.  Staff  members  also  assisted  in 

266  expansion  projects  for  plants  already  in  our  area.  Added  jhe  East  Ohio  Gas  Company.  Cleveland,  Ohio 

together,  these  efforts  helped  create  22,636  new  jobs  and  are  The  Peoples  Natural  Gas  Company,  Pittsburgh,  Pa. 

adding  18.6  billion  cubic  feet  a  year  in  new  gas  load,  the  equiv-  Consolidated  Gas  Supply  Corp.,  Clarksburg,  w.va. 

I     X    X  r^-,  ^/^/^  i_     x  J^  u  r\  A  The  West  Ohio  Gas  Company,  Lima,  OhIo 

alent  of  93,000  new  gas-heated  homes.  Our  aggressive  Area  j^e  River  Gas  Company,  Marietta,  Ohio 

Development  program  is  another  growth  prospect  for  CNG.  Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
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Though  he  generally  shuns  pub- 
licity, annual  meetings  bring  oHt 
the  ham  in  Polaroid's  Edwin  Land. 
This  year's  was  a  great  perfor- 
mance, right  down  to  a  packed 
house  of  2,000  shareowners.  The 
overture:  a  Johann  Sebastian  Bach 
Brandenburg  Concerto,  echoing 
through  the  huge  room  in  the 
company's  Waltham  plant,  a 
modern  concrete  and  glass  edifice 
just  off  Massachusetts'  Route  128. 
The  star,  as  usual,  was  Land, 
whose  dark  eyes,  hair,  suit  and 
intense  manner  contrasted  with 
maximum  effect  with  a  white  wall 
behind  him. 

As  usual.  Land  spoke  more  like 
an  urbane  and  sophisticated  pro- 
fessor gently  lecturing  his  students 
on  the  great  adventure  before  them. 


There  was  a  little  philosophy:  "Our 
function  is  to  sense  a  deep  human 
need  .  .  .  then  satisfy  it."  A  short 
commercial:  the  Colorpack  II  has 
shown  "probably  the  largest  rate  of 
dollar  sales  of  a  camera  in  the  his- 
tory of  photography."  And  a 
demonstration:  In  this  case  a  new 
instant  photographic  printing  pro- 
*.cess,  where  Land  made  a  large 
photograph  and  immediately  put 
the  picture  itself  on  an  offset  press 
that  turned  out  thousands  of  copies 
for  those  present.  There  followed  a 
short  film,  starring  Land. 

The  stockholders  didn't  seem  to 
mind  that  Land  never  mentioned 
any  specific  earnings  or  sales  fig- 
ures. He  was  selling  Polaroid's 
esprit,  and  isn't  that,  after  all, 
what  makes  the  company  great? 
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hat  this  box  hasn't  got 
an  save  you  a  bundle. 

lasn't  got  a  lot  of  weight. 
?he  complete  unit — container  plus 
let  with  honeycomb  legs — is  only- 
lbs.  That's  12  lbs.  less  than  the  air- 
es' weight  allowance  for  containers, 
i'he  airlines  like  this  Union  Camp 
cargo  container.  There  are  no  small 
:kages  to  load.  It  cuts  materials 
idling.  It  reduces  airplane  turn- 
und  time. 

Ur  freight  shippers  and  forwarders 
!  it  because  it  saves  money.  They 
Bive  freight  rate  discounts.  Damage 
1  pilferage  are  reduced.  And  12  lbs. 
B  free  eveiy  time  they  use  the  box ! 
Jut  we  like  it  most  of  all.  Air  cargo 
ume  is  expected  to  triple  by  1975. 
Ve've  got  nowhere  to  go  but  up. 
Jnion  Camp  Corporation,  233 
)adway,  New  York,  N.  Y.  10007. 
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We're  fighting  the  other 
population  e^losion* 

It's  billions  of  bugs. 

Which  made  the  business  of  pest  control  exceed  $500  million 
last  year. 

We>e  in  it  with  a  line  of  specialty  chemicals  that  lets  you  mix 
insecticides,  herbicides  and  fertilizers  in  all  sorts  of  combi- 
nations for  good  crop  control. 

We're  something  special  for  other  markets,  too. 

Some  examples:  Plastics.  Cosmetics.  Detergents.  Automobiles. 

We  grow  with  growing  markets  because  we  concentrate  on 
specialty  chemicals. 

Last  year  we  hit  a  new  sales  record  of  $221  million. 

Look  at  it  this  way:  specialty  chemicals  keep  green  what 
should  be  green. 

Including  what  grows  at  the  bank. 

For  a  copy  of  our  1968  Annual  Report,  write  to  Witco 
Chemical  Corporation,  Department  F-6,  277  Park  Avenue, 
New  York,  New  York  10017. 


Witco 

Chemical 

can't  help 

but  grow  on 

you 


Selective  Success 

Diversification?  Te/(tronix  maizes  only  one  product, 
oscilloscopes.  But  by  picking  the  right  product 
and   making  it  better   than   anyone   else.   .   .   . 


Companies  diversify  for  many  rea- 
sons— ^because  prospects  look  poor  in 
their  basic  businesses,  or  because 
they  hope  to  offset  the  dips  in  one 
field  by  the  rises  in  another,  or  be- 
cause, like  many  of  the  multicompa- 
nies,  they  \\  ant  to  give  the  impression 
of  pell-mell  growth.  But  more  often 
than  not,  diversification  is  the  enemy 
of  profitability.  The  most  diversified 
group  of  multicompanies  ranked  17th 
in  profitability  among  23  industries 
in  Forbes  most  recent  Annual  Report 
on  American  Industry  (Jan.  1). 

Would  it  be  smarter  to  pick  a  sin- 
gle growth  field  and  concentrate  in 
it?  So  it  seemed  to  Tektronix,  Inc.  of 
Beaverton,  Ore.,  the  world's  leading 
maker  of  cathode-ray  oscilloscopes. 
These  instruments  present  electronic 
wave-forms  visually  on  a  screen;  they 
are  essential  in  testing  every  elec- 
tronic device  from  radios  to  compu- 
ters. Tektronix  now  has  some  75%  of 
the  $150-million  market. 

There  are  rewards  for  such  dom- 
inance. When  government  science 
.spending  leveled  off  in  the  early 
1960s,  and  again  recently  when  Con- 
gress trimmed  such  spending,  many 
electronic  firnis  showed  the  same  pat- 
tern in  sales  and  profits.  But  not  Tek- 
tronix, even  though  some  20%  of  its 
business  is  government  related.  Since 
1959  its  revenues  have  grown  from 
$43  million  to  an  estimated  $148 
million  in  the  fiscal  year  just  ended 
on  May  31.  Profits  have  climbed  to 
about  $1.70  a  share,  roughly  triple 
the  57  cents  a  share  of  a  decade  ago. 
Equally  sigriiScant,  during  the  past 
five  years  Tektronix  has  returned  be- 
tween 17%  and  23%  on  common  equity. 

Cheaper  and  Better 

Just  how  can  Tektronix  prosper  so 
handsomely  on  a  single  product? 
First,  it  got  an  early  jump  on  its 
competitors,  so  that  when  they  went 
into  the  business,  Tektronix  already 
had  the  knowhow  and  the  volume  to 
be  able  to  produce  and  sell  for  less. 

It  has  also  managed  to  stay  ahead 
technologically.  "We  make  more  com- 
ponents for  our  imits  than  an>'one 
else  in  the  business,  so  we're  way 
ahead   of   any    c  that   occur," 

boasts  President  i.  ..;J.  Voiium  from 
behind  his  paper-laden  desk. 

Vollum,  56,  who  i'  ^'^re  like  a  sci- 
entist than  a  busint  ,n,  built  the 
company's  first  mass-prc  '  uced  cathode- 
ray  oscilloscope,  conceiving  the  need 
for  it  while  attending  a  small  Portland. 
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Ore.  college.  Soon  after  World  War 
II,  he  teamed  up  with  Tektronix' 
Chairman  M.  Jack  Murdock,  who  is 
no  longer  active  in  management,  and 
three  other  Oregon  investors.  To- 
gether they  set  up  shop  in  the  back  of 
a  radio  and  appliance  repair  shop  on 
a  grubstake  of  $20,000.  Today  Vol- 
lum and  Murdock  still  control  50%  of 
the  company's  stock. 

Initially,  Tektronix'  head  start  en- 
abled the  company  to  sell  its  oscillo- 
scope for  less  than  half  the  price  of 
a  competing  model  put  out  by  Du- 
Mont.  It  still  is  able  to  undersell  even 
such  potent  competitors  as  Hewlett- 
Packard  and  Philips  Lamp.  This  at- 
tractive price  tag  for  a  device  as  basic 
to  the  electronic  engineer  as  a  hammer 
is  to  the  carpenter,  gave  Tektronix  an 
easy  entry  into  foreign  markets.  To- 
day nearly  a  third  of  its  sales  are 
made  abroad. 

"This  is  a  good  cushion  when  the 
Government  cuts  back, "  Vollum  ex- 


Howard  Vollum  founded 
Tektronix  because  he  could 
see  the  market  for  oscillo- 
scopes. "Every  laboratory 
was  trying  to  rig  up  its  own," 
Vollum  says.  Below,  a  tech- 
nician checks  the  glass  in  a 
cathode-ray   tube   for   strain. 


plains.  "The  cycles  in  the  two  mar- 
kets are  somewhat  different.  We're 
flexible  in  other  ways,  too.  Our  instru- 
ment is  so  basic  to  the  industry  that 
we  are  the  last  to  feel  a  cutback  and 
the  first  to  get  a  pickup." 

But  there's  more  than  flexibility 
built  into  Tektronix.  It  can  put  all 
its  R&D  money  into  one  basket.  It 
can  spend  upward  of  $16  million 
a  year  on  R&D  just  for  oscilloscopes 
vs.  the  approximately  $30  million  that 
Hewlett-Packard,  Tektronix'  toughest 
competitor,  spends  annually  on  50  or 
so  products.  And  Vollum  doesn't  hesi- 
tate to  nick  earnings  to  get  still  fur- 
ther ahead.  Last  year  he  cut  per- 
share  earnings  20  cents,  some  $3 
million  before  taxes,  so  Tektronix 
could  update  its  product  line  and 
make  an  integrated  circuit  specially 
designed  for  a  high-speed  oscilloscope 


needed  in  the  computer  industry.  Be- 
ing first  with  the  new  unit  could 
easily  give  Tektronix  the  fattest  share 
of  a  burgeoning  market. 

What's  more,  Vollum  need  not 
worry  about  saturating  his  market. 
Technological  advances  ouhriode  ex- 
isting oscilloscopes  in  as  few  as  five 
years.  "And  there  is  an  ever-expand- 
ing market, "  says  Vollum.  "Wherever 
electronics  go,  the  oscilloscope  goes, 
whether  it  be  in  color  TV  or  elec- 
tronic  calculators." 

Without  doubt  Vollum  has  done  a 
smart  job  of  putting  Tektronix  to- 
gether. Few  competitors  can  look  for-  , 
ward  to  guaranteed  growth,  a  soft  , 
cushion  to  absorb  government  cut- 
backs and  a  firm  arm  lock  on  a  basic 
market.  And  few  can  boast  a  com- 
pany in  which  the  insider  group  still 
owns  over  $230  million  in  stock.  ■ 

FORBES,  JUNE  15,  1969 


If  you  think  our  sales  growth 
Is  impressive  In  dollars - 


you  should  see 
what  weVe  doing  In  yen,  lira, 
marks,  francs,  pounds, 
pesetas,  cruzeiros  and  pesos. 


EXPORT  SALES 

MILLIONS 


SALES  OF  LICENSED  PRODUCTS  BY 
NONAFFILIATED  LICENSEES 


COMBINED  SALES  OF  FOREIGN  AFFILIATES 

MILLIONS 


S  200 
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1964 


1965  1966 


1968 


1964  1965 


1966  1967 


1968 


$1 35,000,000  of  these  sales  are  included  in  the  consolidated  revenues  of  the  Corporation  for  1 968. 


It  can  tell  you  a  lot  about  Bendix. 
For  one  thing,  our  pattern  of  growth  overseas— 
in  sales,  facilities  and  capabilities— says  some- 
thing significant  about  the  balanced  nature  of 
our  expansion. 

And  for  another,  it  points  up  the  scope  of  our 
international  involvement.  Today,  Bendix  prod- 
ucts are  sold  in  virtually  every  country  in  the 
free  world.  Bendix  subsidiaries  and  affiliates 


overseas  employ  close  to  22,000  people  in  50 
plants.  Our  international  operations  go  a  long 
way  toward  making  Bendix  what  it  is  today: 
A  multi-industry  corporation  committed  to  world- 
wide growth  through  technology. 
If  you're  not  as  up-to-date  on  Bendix  as  you'd 
like  to  be,  write:  The  Bendix  Corporation,  Inves- 
tor Relations  Office,  Bendix  Center,  Southfield, 
Michigan  48075. 


Bendix 
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There's  no  such  thinga; 
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There  are  no  '67,  '66,  '65,  '64 
or  '63's,  either. 

Instead  of  making  your  Xerox 
machine  go  obsolete  by  plan,  we're 
forever  looking  for  ways  to  make 
it  go  better.  By  plan. 

Even  while  the  machine's  in 
an  office  somewhere,  running  off 
copies,  we're  continually  improv- 
ing things  inside  it.  Changing  this, 
reworking  that. 

You  don't  have  to  request  it. 
We  just  do  it.  At  no  extra  charge. 

Keeping  your  Xerox  machine 


"this  year's"  doesn't  stop  here, 
though. 

Suppose  your  needs  should 
change  next  month,  and  you  pre- 
fer a  different  Xerox  model. 

Fine.  There's  a  clause  in  your 
Xerox  lease  agreement  that  lets 
you  have  it— on  just  15  days' notice. 

Business  generosity?  No. 

We  figure  even  if  you  signed 
with  Xerox  back  in  '63,  you'd  bet- 
ter get  results  that  are  '69. 

Or  maybe  you'll  turn  to  some- 
body else's '70. 


XEROX 


L 
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Loaded  Laggards:  The  List  for  1969 


Somehow,  there  are  always  oiphans 
at  the  feast.  This  is  true  of  corpora- 
tions as  well  as  people.  The  contrast 
is  often  quite  startling  and  some- 
times borders  on  the  ridiculous. 

Through  some  18  years  of  prosper- 
ity and  generally  rising  stock  markets, 
Forbes  has  been  compiling  lists  of 
companies  that  growth  and  inflation 
seemed  to  have  passed  by,  at  least 
for  a  while.  The  companies'  stock 
sells  for  considerably  less  than  the 
stated  value  behind  their  assets.  The 
market  is,  in  effect,  not  willing  to 
pay  100  cents  for  a  $1  of  the  compa- 
nies' cash,  inventories,  receivables  and 
plant  account  after  deducting  all  lia- 
bilities. 

We  call  these  companies  "Loaded 
Laggards."  Over  the  years  the  num- 
ber of  Loaded  Laggards  listed  on 
the   New  York   Stock   Exchange   and 


the  size  of  the  discounts  at  whichr' 
their  stocks  are  selling  have  nar- 
rowed. At  times  in  the  past,  quite  a 
few  companies  even  sold  for  less  than 
the  value  of  their  net  working  capital. 
This  meant  that  an  investor  was  get- 
ting the  corporation's  fixed  assets  for 
nothing.  Sharp-eyed  acquisitors  have 
since  picked  those  finns  pretty  clean. 

This  year,  the  number  of  Loaded 
Laggards  declined  from  86  in  1968 
to  79,  but  there  still  were  some  sub- 
stantial discounts  available.  As  has 
been  the  case  for  the  last  few  years, 
the  stagnant  steel  industry  provided 
the  largest  discounts  of  any  industry, 
ranging  from  1%  for  seventh-ranked 
Armco  Steel  to  62%  for  marginal 
Wheeling-Pittsburgh. 

Most  of  the  steel  companies  re- 
mained at  large  discounts  despite  the 
fact  that  many  of  them  changed  their 


depreciation  accounting  last  year. 
This  had  the  effect  of  raising  reported 
earnings.  However,  several  of  the 
larger  companies  did  enjoy  a  rise  in 
the  price  of  their  stocks.  National 
Steel,  in  fact,  graduated  from  the 
Loaded  Laggards  list  by  becoming 
the  first  major  steel  company  in  years 
to  sell  at  a  premium  over  book.  Arm- 
co just  missed  graduating.  Even  Big 
Steel  and  Bessie  significantly  pared 
their  discounts.  Only  Jones  &  Laugh- 
lin,  80%  controlled  by  Jim  Ling's 
LTV,  had  its  discount  increase  over 
last  year. 

Capital  goods  companies  were  the 
next  largest  group  on  the  list,  al- 
though their  discounts,  by  and  large, 
were  considerably  .smaller.  They,  too, 
showed  improvement  over  last  year, 
with  the  number  declining  from  16 
to  12.  One  company,  Allis-Chalmers, 


Total 

Discount 

Net  Working 

Latest 

Price/ 

196869 

Major 

Assets 

Recent 

Book 

from  Book 

Capital 

12-Montfi 

Earnings 

Price 

Holdings 

Company 

(millions) 

Price 

Value 

Value 

(per  share)* 

Earnings 

Ratio 

Range 

Caoital  Goods: 

American  Cham  &  Cable 

$121 

36V4 

$38.07 

5% 

$20.33 

$2.18 

17 

47      -35 

23% 

Amsted 

165 

441/2 

44.67 

0 

12.94 

3.57 

12 

643/4-421/4 

— 

Browne  &  Sharpe 

75 

2OV2 

21.34 

4 

8.67 

1.18 

17 

30     -201/2 

— 

Budd 

347 

235/8 

27.86 

15 

0.89 

1.89 

13 

37     -201/8 

— 

Crane 

295 

523/8 

55.49 

6 

3.08 

3.22 

16 

613/8-441/8 

16 

International  Harvester 

1,902 

321/8 

41.14 

22 

16.64 

2.63 

12 

383/4-303/8 

— 

Maremont 

127 

16% 

17.57 

8 

d4.86 

0.44 

37 

281/2-161/8 

— 

Massey-Ferguson 

940 

223/8 

23.01 

3 

10.52 

1.57 

14 

261/4-15 

— 

McQuay-Norris 

22 

223/4 

24.68 

8 

21.78 

2.01 

11 

25      15 

8 

Mesta  Machine 

56 

353/4 

43.14 

17 

22.52 

2.28 

16 

44%-32i/4 

13 

Smith,  A.  0. 

212 

453/4 

51.72 

10 

20.79 

5.35 

9 

521/2-321/4 

53 

USM 

305E 

38 

45.00E 

16 

NA 

3.46 

11 

521/2-301/8 

— 

Food: 

American  Bakeries 

94 

20 

20.39 

2 

d9.76 

1.07 

19 

341/2-195/8 

— 

American  Crystal  Sugar 

105 

31 

39.73 

23 

3.53 

2.52 

12 

391/4-231/2 

24 

American  Sugar 

297 

293/4 

32.63 

9 

dl7.54 

2.29 

13 

341/2-271/2 

— 

Anderson,  Clayton 

339 

381/2 

62.78 

39 

16.23 

2.57 

15 

543/8-32 

40 

Archer  Daniels  Midland 

148 

553/4 

64.83 

14 

27.84 

2.39 

23 

693/4-483/4 

17 

Associated  Brewing 

45 

153/8 

18.21 

16 

dl.03 

0.36 

43 

201/2-111/2 

— 

Holly  Sugar 

85E 

271/2 

32.00E 

14 

NA 

2.24 

12 

39  3/8 -261/2 

— 

Keebler 

58 

42 

42.98 

2 

8.93 

0.81 

52 

821/8-411/2 

27 

Ubby.  McNeill  &  Ubby 

249 

121/2 

18.74 

33 

7.13 

0.41 

30 

191/8-12 

34 

North  American  Sugar 

39 

243/g 

31.28 

22 

7.48 

2.15 

11 

303/8-153/8 

29 

Publicker  Industries 

138 

121/4 

15.74 

22 

8.48 

d0.05 

— 

191/4-  8 

57 

Schenley  tmtustries 

613 

31% 

36.49 

13 

28.04 

1.41 

22 

57     -311/2 

88 

Sucrest 

48 

171/2 

20.98 

17 

3.71 

1.03 

17 

241/2-151/8 

14 

Tobin  Padung 

24 

231/4 

24.23 

4 

9.44 

1.77 

1? 

253/8-181/4 

17 

Merchandising: 

Acme  Markets 

285E 

50% 

58.00E 

12 

NA 

3.55 

14 

511/4-36 

— 

Bond  Stores 

74 

27% 

42.70 

35 

33.06 

1.93 

14 

36%-20% 

— 

City  Stores 

164 

195/8 

26.32 

25 

12.44 

1.23 

16 

26%-15% 

74 

First  National  Stores 

135E 

39% 

55.00E 

28 

NA 

0.62 

64 

43     -24 

— 

National  Tea 

220E 

14 

16.00E 

13 

NA 

0.88 

16 

17     -133/8 

57 

Newberry,  J.  J. 

153 

353/8 

37.19 

5 

15.44 

2.59 

14 

411/4-273/4 

32 

Woolworth,  F.  W. 

1,340 

38 

40.33 

6 

3.52 

2.29 

17 

381/4-21% 

— 

Steel: 

Armco  Steel 

1.633 

643/g 

65.34 

1 

d8.80 

5.93 

11 

673/8-45% 

— 

Bethlehem  Steel 

3,060 

353/8 

42.83 

17 

d4.04 

3.35 

11 

361/8-281/8 

— 

C  F  &  1  Steel 

236 

27% 

38.20 

27 

10.17 

2.39 

12 

291/4-143/4 

— 

Cyclops 

189 

40% 

49.89 

18 

6.74 

4.27 

10 

521/4-31 

— 

Detroit  Steel 

143 

18% 

21.43 

12 

d3.63 

0.58 

33 

281/8-163/4 

19 

'After  prior  obligitions,  i.t., 

long-term  debt,  deferred  taxes,  minority 

interest  and 

preferred  stock.        d — Deficit.       E— Forbes  estimate. 

NA— Not  available. 
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For  some  companies,  inflation  means  higher  costs  without  the  ability  to 
increase  prices  even  faster.  For  others  it's  greater  opportunity  to  profit. 


graduated  from  the  list,  but  it  was  no 
reason  for  rejoicing.  The  hapless  Mil- 
waukee-based farm  equipment  and 
machinen.  maker  took  a  $55-million 
loss  last  year  which  sharply  reduced 
its  stated  assets.  This,  together  with 
the  possibility  of  a  takeovc  •.  has  kept 
the  ailing  company's  stock  up  to 
where  it  is  selling  well  above  its  book 
\alue. 

Goodby  fo  All  That 

Unlike  Ailis-Chalmers,  several  cap- 
ital goods  companies  graduated  from 
the  list,  including  J.I.  Case,  Gar 
Wood,  Pullman  and  Screw  &  Bolt 
Corp.  U.S.  Pipe  &  Foundr\-  left  it 
because  of  a  proposed  merger  with 
Jim  Walter  Corp.  earlier  this  year. 
On  the  other  hand,  giant  International 
Har\ester  sank  still  lower,  from  an 
19?  to  a  22?  discount.  As  usual,  there 


were  a  number  of  newcomers  to  the 
list,  including  a  multicompany,  Avco 
Corp.,  and  takeover  artist  Victor  Pos- 
ner's  NVF.  A  budding  conglomerate, 
Lykes  Corp.,  which  recently  took 
over  Youngstown  Sheet  &  Tube,  also 
made  the  list.  Will  that  be  the  fate  of 
other  conglomerates  in  the  future? 

All  told,  there  were  twice  as  many 
graduates  this  year  as  last.  Some,  like 
Sinclair  Oil,  IPL  Corp.,  Marcor  (for- 
merly Montgomery  Ward)  and  U.S. 
Pipe,  went  off  via  the  merger  route. 
St.  Regis  Paper  seemed  headed  for 
the  altar  with  RCA  last  year  only 
to  see  it  break  off  in  1969.  However, 
like  other  paper  companies  now  ex- 
periencing renewed  prosperity,  St. 
Regis'  stock  price  improved  anyway. 

Some  companies  graduated  from 
the  list  because  they  were  delisted  by 
the   stock  exchange:    American   Con- 


sumer Industries,  Cuneo  Press,  Sharon 
Steel  and  Neisner  Brothers. 

In  sharp  contrast  to  both  the 
Loaded  Laggards  and  the  recent 
graduates  are  the  relative  handful  of 
companies  that  soar  far  above  the 
crowd.  For  these  High  FKers,  inves- 
tors are  willing  to  pay  spectacular  pre- 
miums over  equity,  some  times  as 
much  as  30  times  or  more.  As  the 
investor  sees  it,  these  companies  have 
almost  unlimited  horizons.  That  is 
why  investors  are  willing  to  pay  60 
times  for  cosmetics-maker  Avon's 
earnings  and  about  $22  for  every  $1 
of  its  equity.  The  same  holds  true  for 
IBM,  whose  market  value  is  $35  bil- 
lion while  its  equity  is  $4.6  billion, 
Xerox,  whose  market  value  is  $6  bil- 
lion while  its  equity  is  $486  million, 
and  American  Hospital  Supply,  with 
a   market   value   of   $1.1    billion    vs. 


Total 

Discount 

Net  Vforking 

Latest 

Price/ 

1968-69 

Assati 

Recent 

Booli 

from  Book 

Capital 

12-Month 

Earnings 

Price 

iVIaior 

Company 

(millions) 

Price 

Value 

Value 

(per  share)* 

Earnings 

Ratio 

Range 

Holdings 

Granite  City  Steel 

$320 

203/8 

$25.18 

19% 

d$29.85 

d$1.82 



29y8l8i/2 

_ 

Inland  Steel 

1,175 

36'/8 

40.92 

12 

2.04 

3.79 

10 

42%-303/4 

— 

Interlake  Steel 

312 

353/« 

40.91 

13 

0.35 

2.86 

13 

403/4-281/8 

9% 

Jones  &  Laughlin 

1,154 

28 

42.74 

34 

d5.93 

1.34 

21 

39y8-223/4 

80 

Keystone  Consolidated  Ind. 

166 

33% 

48.67 

32 

9.28 

2.54 

1: 

39%-31i/8 

— 

McLouth  Steel 

322 

441/2 

48.90 

9 

dl6.29 

0.97 

46 

481/4-34% 

— 

Republic  Steel 

1,608 

45 

62.62 

28 

d9.04 

3.48 

13 

5378-393/4 

— 

U.S.  Steel 

6,391 

46'/4 

61.77 

25 

dl7.29 

4.34 

11 

49     -38 

— 

Wheeling-Pittsburgh 

621 

255/8 

68.10 

62 

d24.17 

2.20 

12 

371/8-I8 

— . 

Youngstown  Sheet  &  Tube 

1,027 

451/2 

61.04 

25 

d5.37 

3.66 

12 

52%-28'/8 

— 

Textiles: 

Bates  Manufacturing 

49 

13 

17.69 

27 

6.33 

0.98 

13 

223/4-121/4 

53 

Belding  Hemingway 

44 

243/4 

25.11 

1 

8.39 

1.50 

17 

31V4l2»/2 

27 

Cone  Mills 

222 

19 

39.45 

52 

15.28 

0.86 

2: 

251/4-18% 

42 

Dan  River  Mills 

282 

215/8 

24.18 

11 

5.22 

1.25 

17 

273/4-21 

35 

Graniteville 

73 

24i/« 

31.48 

23 

9.83 

0.96 

25 

43     -241/4 

— 

Hat  Corp. 

26 

12'/8 

15.43 

17 

NA 

0.43 

30 

231/4-  81/2 

30 

Lowenstein,  M.  &  Sons 

237 

253/4' 

37.97 

32 

12.23 

2.57 

10 

32%17 

50 

McGregor-Doniger 

33 

171/2 

19.28 

9 

14.50 

1.10 

16 

23%lli/8 

45 

Riegel  Textile 

125 

23% 

25.04 

6 

2.63 

0.94 

25 

49%-23y2 

50 

Springs  Mills 

345 

18'/8 

29.39 

36 

7.07 

0.47 

40 

26%17y8 

59 

Stevens,  J.  P. 

650 

561/4 

61.17 

8 

28.35 

5.14 

11 

67     -51% 

— 

United  Merchants  &  Mfrs. 

627 

341/4 

36.42 

6 

18.24 

4.72 

7 

41     -265/8 

— 

Miscellaneous: 

Anaconda 

1,685 

435/8 

50.94 

14 

2.24 

4.48 

10 

661/4-39 

— 

Avco 

1,825 

32 

33.39 

4 

NA 

3.83 

8 

65     -311/4 

— 

Bayuk  Cigars 

44 

13 1/4 

16.11 

18 

11.64 

0.55 

24 

21'/8-12% 

20 

Bell  Intercontinental 

119 

12% 

14.21 

11 

1.22 

0.66 

19 

19     -  91/2 

50 

Cerro 

529 

321/8 

44.56 

28 

9.23 

4.01 

8 

52%-32i/8 

— 

Checker  Motors 

41 

253/4 

27.03 

5 

12.32 

dO.36 

— 

36     -143/4 

— 

Continental  Motors 

110 

19 

21.21 

10 

16.23 

2.13 

9 

33     -I61/2 

62 

Endicott  Johnson 

105 

3478 

58.97 

41 

32.87 

1.01 

35 

50     -24% 

30 

General  Refractories 

150 

13'/4 

18.64 

29 

0.46 

dO.86 

— 

20     -125/8 

38 

Globe  Union 

63 

21% 

22.31 

3 

6.93 

1.17 

18 

301/4-20% 

18 

Kroehler 

64 

31 '/s 

35.27 

12 

16.19 

2.24 

14 

403/4-19% 

55 

Lehigh  Portland  Cement 

175 

20 

26.68 

25 

d4.55 

1.23 

16 

233/4.11% 

— 

Leonard  Refineries 

44E 

161/8 

19.00E 

15 

NA 

1.37 

12 

233/4-13% 

33 

Lykes 

377 

241/8 

28.87 

16 

1.70 

1.64 

15 

373/4-201/2 

50 

Marquette  Cement 

164 

191/2 

27.67 

30 

d3.07 

1.15 

17 

281/8-131/2 

24 

Moore-McCormack 

164 

19 

41.71 

54 

d  16.00 

dl.66 

— 

29'/8l6 

22 

NVF 

25 

20% 

23.71 

14 

5.88 

0.71 

29 

36     -16 

16 

Universal  Leaf  Tobacco 

122    • 

283/4 

29.10 

1 

17.51 

3.03 

9 

363/4-26 

— 

Wurlitzer 

65E 

19% 

25.00E 

23 

NA 

1.51 

13 

251/2-18% 

32 

•After  prior  obligations,  i.e.,  long-term  debt,  deferred  taxes,  minority  interest  and  preferred  stock.        d— Deficit.       E— Forbes  estimate.       NA— Not  available. 
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THE  HIGH-FLYERS 


These  are  companies  selling  for 
no  less  than  30  times  earnings. 


Latest 

Total 

12  Months 

Price/ 

1968-69 

Assets 

Recent 

Earnings 

Earnings 

Price 

Company 

(Millions) 

Price 

Per  share 

Ratio 

Range 

American  Hospital  Supply 

$    259 

35 

$0.69 

51% 

39     ■  243/4 

Avon  Products 

313 

1523/4 

2.54 

60 

159     -110 

Baxter  Laboratories 

145 

48>/4 

0.87 

55 

547/8-  33i/« 

Becton,  Dickinson 

171 

50>/8 

0.96 

52 

501/8-  36 

Coca-Cola 

802 

755/8 

1.97 

38 

813/8-    6P/8 

Communications  Satellite 

253 

493/8 

0.65 

76 

643/4.  411/2 

Control  Data 

3.906 

1513/4 

3.43 

44 

I631/2-  703/8 

Corning  Glass  Works 

464 

2741/4 

6.95 

39 

363     -240 

Digital  Equipment 

36 

192 

2.82 

68 

192     ■  951/4 

Dow  Jones 

86 

127 

2.73 

47 

122     -  69 

Electronic  Data  System 

10 

581/2 

0.22 

266 

60     -  I61/2 

Honeywell 

987 

1321/4 

3.60 

37 

1403/4-    893/8 

Int'l  Business  Machines 

6,743 

327 

7.99 

41 

375     -280 

Inf  1  Flavors  &  Frag. 

80 

54 

1.07 

50 

643/4-  451/4 

Johnson  &  Johnson 

426 

123 

2.91 

42 

I281/2-  741/2 

Kentucky  Fried  Chicken 

45 

53 

0.89 

60 

533/8-  221/4 

Ully,  Eli 

457 

791/4 

2.32 

34 

89     -  471/2 

Mattel 

97 

571/4 

1.28 

45 

723/8-  201/4 

Memorex 

53 

88I/2 

1,51 

59 

931/2-  49 

Mohawk  Data  Sciences 

61 

771/2 

0.82 

95 

111     -  54 

Naico  Chemical 

88 

585/8 

1.34 

43 

65 1/4  ■  36 

Perkin-Elmer 

101 

491/4 

1.16 

42 

583/4-  32 

Raychem 

32 

254 

3.19 

80 

323     -195 

Skyline 

22 

1003/8 

2.02 

50 

104     -  171/2 

Superior  Oil 

485 

2281/2 

1.91 

120 

235      1261/4 

University  Computing 

230 

81 

1.87 

43 

186     -  5/ 

Xerox 

906 

903/8 

1.83 

49 

1091/2-  763/8 

only   $195   million   worth   of   equit\. 

Some  investors  are  willing  to  go 
further  and  put  their  money  on  un- 
seasoned companies  with  either  a 
short  track  record  or  almost  no  track- 
record  at  all.  What  they  are  buying  is 
a  dream.  That's  one  reason  they  will 
pay  $500  million  in  market  value  for 
Kentucky  Fried  Chicken,  a  compan\ 
with  assets  of  under  $50  million 
which  is  more  value  than  they  put  on 
Youngstown  Sheet  &  Tube,  whose  as- 
sets top  $1  billion.  Mohawk  Data  Sci- 
.ences,  which  has  been  in  existence  for 
liearly  five  years,  today  sells  for  95 
times  earnings.  It  has  a  market  value 
of  $400  million  while  its  total  assets 
are  little  more  than  $60  million. 

Under  the  circumstances,  a  good 
many  intelligent  stock  market  analysts 
are  asking  themselves  whether  the 
gap  between  the  Loaded  Laggards 
and  the  High  Flyers  hasn't  gotten 
way  out  of  line.  Some  of  the  men  who 
run  the  High  Flyers  seem  to  have 
recognized  this  and  have  been  using 
their  high-priced  stocks  to  buy  the 
low-priced  stocks  of  the  Laggards. 
They  seem  to  feel  that  the  market 
won't  go  on  forever  decreeing  that  $1 
in  assets  is  "worth"  $10  for  one  com- 
pany but  only  50  cents  for  another.  ■ 


■> 
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THE  RECENT  GRADUATE  LIST 


These  New  York  Stock  Exchange  companies  were  on 
the  1968  Loaded  Laggard  list  but  are  off  this  year. 


Company 

Allied  Mills 

Allis-Chalmers 

Alp'^a  Portland  Cement 

American  Consumer  Indust.f 

Brown  Co. 

Case,  J.  I. 
Cuneo  Presst 
Cunningham  Drug  Stores 
Federal  Paper  Board 

Gar  Wood  Indust. 

IPL" 

Koppers 

Marcortt 

Minnesota  Enterprises 

National  Steel 

N3!sn8(  Brothers^ 

Ciin  Mac^.ieson 

Pullman 

St.  Regis  Paper 

Schick  electric 
Scf"'  a.  Bolt  Corp. 
Sharon  Steelf 
Sinclair  Oii^|; 
Staley  Mfg. 

Swift  &  Co. 

U.S.  Pipe  &  Foundry 

Western  Union  Tele. 


Main  Business 

food 

capital  goods 

cement 

food 

forest  products 

capital  goods 
printing 
merchandising 
forest  products 

capital  goods 

food 

chemicals 

merchandising,  packaging 

bus,  transportation 

steel 

merchandising 
chemicals,  metals 
capital  goods 
forest  products 

electric  shavers 

capital  goods 

steel 

oil 

food 

food 

capital  goods 
telegraph  service 


Book  Value 

Book  Value 

Price 

Re:ent 

1967* 

1968* 
$22.72 

1967 
201/8 

Price 

$21.60 

283/4 

34.68 

28.51 

275/8 

313/4 

23.66 

19.64 

171/8 

243/4 

20.48 

18.11 

18 

161/2 

19.08 

9.41 

15V« 

143/4 

17.23 

16.71 

15 

19 

19.99 

18.32 

16 

NA 

28.42 

29.11 

215/8 

373/8 

25.26 

26.72 

251/8 

321/2 

8.55 

7.30 

83/8 

m 

18.42 

17.51 

153/4 

34.76 

35.53 

331/2 

431/2 

51.30 

27.53 

363/g 

591/4 

10.04 

9.69 

9'/8 

261/2 

48.40 

49.84 

423/4 

54 

29.53 

30.51 

151/8 

135/8 

23.96 

25.60 

34 

305/8 

47.43 

47.77 

471/8 

523/8 

34.43 

35.53 

32 

49 

9.45 

9.54 

83/8 

W2 

12.07 

12.94 

111/2 

15'/8 

60.49 

61.21 

343/4 

NA 

92.53 

94.52 

735/8 

— 

39.67 

35.71 

371/4 

44 

33.01 

25.93 

25 

301/8 

30.82 

31.21 

257/8 

395/8 

41.11 

41.77 

341/2 
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Thanks  for  flying  LSI* 


Jo,  were  not  an  airline.  We  don't 
lirplanes  either.  But  it's  a  pretty 
et  that  if  you're  an  astronaut,  a 
commercial  or  private  pilot,  or 
nger,  Lear  Siegler,  Inc.  is  helping 
<e  your  flight  easier  and  more 
table. 

irtually  e\ery  major  and  local 
commercial  airline  relies  on  LSI 
sand  products.  Ten  LSI  divisions 
Dvide  a  wide  variety  of  equipment 
he  ever  expanding  needs  of  this 
i  industry. 


Government  FAA  forecasts  indi- 
cate that  airline  passenger  traffic  will 
more  than  triple  by  1980,  and  the  gen- 
eral aviation  fleet  of  1 14,000  aircraft  in 
1%8  will  increase  to  more  than  214,000. 

Today,  LSI  is  developing  the  sophis- 
ticated avionics  which  will  be  utilized 
by  the  new-generation,  luxury,  tri-jet 
airliners  with  their 
vastly  expanded 
passenger  carrying 


system  in  1962  and  started  landing  jet 
transports  with  our  All-Weather  Land- 
ing Systems  more  than  20,000  landings 
ago.  LSI  is  also  working  on  flight  and 
stability  control  and  guidance  systems 
for  Vertical-Short -Take-Off-or-Landing, 
commuter-type  aircraft  which  will  be 
our  nation's  next-generation,  inter-city 
transports.  We're  LSI— Lear  Siegler,  Inc. 
— the  half  billion  dollar  company  that 


Lear  Siegler,  Inc.    ^elps  make  people 


capacity.  We  began 

perfecting  one  such   \.A2^^Xy  Santa  Monica,  California 


feel  at  home  in  the 
air. 


Give  us  4  weeks 
a  new  advertisinc 


Friendly  Reminders.  In  four  weeks  we 
can  do  sonnething  about  those  plain,  drab 
paper  products,  you're  now  using. 

That's  all  It  takes  from  the  time  you  okay 
our  color  sketches  until  you  have  an  exciting 
printed  promotion  in  your  hands. 

Borrow  a  little  interest.  Bankers  and 
businessmen  take  note.  Just  look  what 

Fort  Howard  printed 
promotions 
can  do  for  you. 
Here's  an  idea 
that's  good  for 
any  businessman. 
Donate  napkins 
with  your  message 
to  local  civic 
organizations. 
If  you're  an  auto  dealer,  a  printed  napkin 
with  a  Clip  of  coffee  can  add  just  the  soft-sell 
you  need  at  j^odel  Introduction  time. 


Or  use  them  in  your  service  area.  Leave  Ci 
in  the  car  for  people  to  wipe  off  the  steering 
wheel— just  in  case  your  mechanic  forgot. 
The  cost  for  all  this  interest?  Really  very  lo' 

Make  a  name  for  yourself.  Here's  how  to  b: 
name-dropper  all  through 
dinner.  Order  your 
placemats,  napkins, 
coasters  or  beverage 
napkins  with  your  name 
or  design  on  them— 
just  like  you  would 
your  menu  cover. 

Looking  for  a  faster 
way  to  make  an 
impression?  Try 
our  stock  monogrammed 
table  service.  We'll  deliver  it  even  faster. 
Say,  ten  days. 

For  safety's  sake.  Safety  is  a  habit,  not  jL 
hard-hat.  So  why  not  make  it  a  habit  to 


knd  we'll  give  you 
)rogram. 


jer  your  cafeteria  napkins  printed  with 
'ety  reminders. 

The  cost?  Only  pennies.  And  they  just  might 

remind  someone  to 
prevent  an 
accident. 
Be  Entertain- 
ing. Sure  your 
food  is  worth  the 
wait.  But  why  not 
'e  them  something  to  do  while  they're 
iting? 

Vour  service  will  seem  faster  if  you  keep 
tir  guests  occupied  with  a  game 
icemat.  And  if  yours  is  a  family  place, 


.'i^S^SSS?:^ 
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Jjj^^^^ 
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a  game  is  a  sure-fire  way  to  keep  the 
youngsters  amused. 
Parents  will  love  you  for  it! 

Sis  Boom  Bah.  Calling  all  Deans  of  Students. 
Here's  how  to  keep  your  school  spirit 
buoyed  all  week  long.  Print  your  school  seal  on 
your  paper  service. 

It  does  one  more  thing 
for  you:  It  tells  people 

you  think  your 
food  service  is 
important,  too. 
The  Idea  People.  There 
are  hundreds  of  ideas 
where  these  came  from 
—Fort  Howard.  Write  us  on 
your  business  letterhead 
and  we'll  send  one  of  our 
men  over  to  talk  to  you  about  them. 
Four  weeks.  That's  a  short  wait 
for  a  new  image. 


=ort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 
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Announcing  the  fringe  benefits  that  make 
a  company  look  good  to  employees. 


In  1939  it 
didn't  take 
much  talent 
to  mal<e  a  corporation 
look  good  to  ernpicyees 
A  dull  name  en  a  dull  check  was  attractive. 
But  this  is  1963  when  American  Corpora- 
tions' most  attr;:-..iiv8  featu'ss  are  hidden 
incomes:  the  frirc;9S, 

And  making  employee  benefit  fringes  at- 
tractive takes  talent. 

Paid  holidays,  paid  vacations,  Group  Hos- 
pital Insurance  and  Group  Life  !nsi/uice 
don't  dazzle  anyone  today.  They're  ex- 
pected. 

If  a  corporation  wants  its  hidden  incomes 
to  dazzle,  they  had  better  look  more  like 


this:  24  hour  Accidental  Death.  Long  Term 
Disability.  Non-Contributory  Group  Life. 
Policies  that  have  been  standards  with  us 
for  years. 

We're  CNA.  And  we're  constantly  working 

on  new  fringes  for  companies.  Fringes  that 

an  employer  contributes  to  only  if  he 

chooses. 

Payroll  Deductible  Fringes. 

Attractive  employee  benefits  that  cost  your 

corporation  little  or  nothing. 

CNA  has  even  developed  new  programs 


like  Auto  c 
Homeowners 
your  employees.  / 
we  will  continue  to  deve 
more.  Lots  more. 

Talk  to  us  about  your  hidden  incomes, 
practically  nothing,  we'll   help  make  ; 
attractive  to  your  most  important  as? 
Your  people. 

Contact  your  agent.  Or  write  to  us. 

We'll  lower  your  whole  cost  of  doing  bi 
ness.  Again. 

a  *'^N^l  insurance  servii  \ 

OEPr    19W^  •  310  S   MICHIGAN  AVt    •  CMfCAGO.  ILL    6060J  •  CONTINENTAL  CA5UALT 
AMERICAN   CASUALTY   COMPANY   .   NATIONAL    FIHE    INSURANCE   COMPANY  OF   MART 
TRANSCONTINENTAL   INSURANCE   rOMPANV     •     TflANSPOWTATlON    INSURANCE    COM    j 
VALLEY    rORGE   INSURANCE   COMPANY    •  VALLEY    fOf^GE    LIfE    INSUflANCE    CO    ■ 
INVESTOR  SERVICES    -NCORPORATEO  >CNfKF/NffNCm  COftPOm   \ 


Under  the  Wire 

After  an  uncharacteristic  late  start,  the  Bank  of  America 
has  caught  up  with  and  is  passing  the  big  Eastern 
banks  internationally.  And  just  in  the  nick  of  time. 

It  \v.\s.n't  until  the  Sixties  that  U.S. 

banks  began  opening  overseas  branches 

in   quantity.   Even    now,   only   about 

halt  a  dozen  or  so  have  achieved  true 

global  status.   Seemingly  the  surface 

abroad   has   just   been    scratched   by 

-American  bankers. 

Only  seemingly.  The  truth  is  that 

time  may  already  be  running  out  tor 

.American  bankers  with  global  ambi- 
tions.   That's    the   opinion   of    Roland 

Pierotti,   a   bounc\    gentleman   of   63 

with   a   most   unbanker-hke   sense   of 

humor,  who  is  executive  vice  presi- 
dent and  head  of  international  bank- 
ing   operations    for    San    Francisco's 

Bank  of  America. 

".An\body   who's   not   pretty   close 

to  home  by  now  with  his  international 

branch  setup  isn't  going  to  make  it," 

Pierotti  says. 

VN'hy  the  gloomy  outlook  just  when 

U.S.   banks  seem  to  be  hitting  their 

stride  overseas?  What's  going  to  stop 

them?  Two  things:  One  is  the  "super- 
heated nationalism"  that  Pierotti  and 
other  U.S.  bankers  more  and  more 
find  barring  their  way  abroad.  For- 
eigners nowadays  are  becoming  in- 
creasingly fearful  of  American  domi- 
nation of  their  business  and  financial 
affairs.  In  cxjuntry  after  country, 
laments  Pierotti,  the  doors  are  clang- 
ing shut  to  U.S.  banks,  even  in  such 
other\vise  friendly  nations  as  Canada, 
Mexico  and  Australia. 

'The  Canadian  banks  are  all  over 
New  York  like  mice,"  says  Pierotti. 
"They  have  five  here  in  San  Francisco 
and  five  or  six  in  Dallas,  but  we 
couldn't  open  up  a  peanut  stand  in 
Ottawa.  "They're  charmingly  frank 
about  it.  'You  own  all  the  industry 
up  here,'  they  say.  'The  least  you  can 
do  is  let  us  have  our  own  banks.' " 

Similarly,  the  B  of  A  and  other 
U.S.  banks  have  been  locked  out  of 
Venezuela  and  South  Africa  for  essen- 
tially nationalistic  reasons.  The  B  of  A 
just  missed  being  barred  from  Chile. 
Only  36  hours  after  it  managed  to 
ram  through  its  application  for  ap- 
proval, the  National  Assembly  of 
Chile  voted  closed  doors  to  all  other 
foreign  banks. 

Operation  Head  Start 

The  other  problem  for  American 
latecomers  to  the  international  bank- 
ing game  is  just  that:  They  are  late. 
For  a  handful  of  the  very  largest  U.S. 
banks — notably,  First  National  City 
of    New    York,    Chase    Manhattan, 


At  Home.  An  outsider  every- 
where else,  B  of  A  operates 
as  an  insider  in  Italy  through 
billion-dollar  Banco  d'Ameri- 
ca  e  d' Italia  and  its  85 
branches  (below,  Rome). 
"That  makes  the  profit  good," 
says  Roland  Pierotti  (above), 
formerly    an    SEC    attorney. 


Morgan     Guaranty     Trust     and     the 
B  of  A — have  gotten  a  big  jump  on 
the  market.  They  have  branches  on 
every  continent  and  in  every  major 
country    that    will    permit    American 
banks  to  enter.  Where  they  can't  get 
in  with  branches  of  their  own,  they 
have  bought  interests  in  local  affiliate 
banks   or   opened   "representative   of- 
fices."   To    transact    business    more 
easily  across  international  boundaries 
they    have    already    formed     (where 
necessary)    alliances    with    the    most 
influential    foreign    banks,    thus    pre- 
cluding   newcomers    from    doing    so. 
And   because   these   early   birds   also 
happen   to   be   the   largest   banks   at 
home,  they  can  collectively  count  as 
domestic  clients  most  of  the  big  corp- 
orations that  supply  the  bulk  of  the 
business   done   by   U.S.    banks   over- 
seas.  In  short,  while  others  are  just 
gearing  up,  they  have  already  posi- 
tioned themselves  to  pick  off  the  lion's 
share  of  the  available  business. 

Roland  Pierotti  discusses  all  this 
with  a  certain  amount  of  personal  re- 
lief. Relief  that  the  B  of  A,  after  get- 
ting off  to  a  very  late  start  interna- 
tionally, just  recently  managed  to  slip 
under  the  wire  with  a  reasonably 
complete  branch  setup  before  time 
ran  out. 

The  Bank  of  America  is,  of  course, 
the  world's  largest,  with  assets  of 
more  than  $24  billion  (vs.  about  $19 
billion  for  the  First  National  City  and 
Chase  Manhattan).  But  at  the  end 
of  World  War  II,  when  it  took  over 
the  No.  One  position,  it  had  only 
one  overseas  branch — in  London,  to 
service  its  California  movie  industry 
clients.  As  recently  as  ten  years  ago 
it  still  had  only  14  foreign  branches. 
By  contrast.  Citibank  had  71  over- 
seas at  the  start  of  the  war,  Chase 
14  and  Morgan  Guaranty  eight.  Mor- 
gan's Place  Vendome  branch  in  Paris, 
in  fact,  was  opened  more  than  100 
years  ago. 

But  during  the  last  five  years,  under 
Pierotti's  prodding,  the  B  of  A  has 
come  on  like  gangbusters  overseas.  It 
now  has  93  branches  in  42  countries, 
plus  another  146  branches  of  two 
wholly  owned  subsidiaries  and  51 
foreign-based  affiliate  banks.  In  as- 
sets overseas  (including  those  of  its 
affiliates)  it  now  ranks  at  least  a 
close  second  behind  Citibank,  with 
resources  of  nearly  $6  billion.  "Hell, 
they  were  in  czarist  Russia,"  exclaims 
Pierotti,  "and  they're  a  first-class 
operation.  Just  give  us  a  little  more 
time.  We'll  catch  them." 

In  profits  from  international  opera- 
tions the  B  of  A  has  nearly  drawn 
about  even  with  Citibank,  despite  the 
heavy  expenses  of  recovering  from  a 
late  start.  Some  24%  of  its  profit  last 
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11th  EDITION    ^\ 
NOW  AVAILABLE  \ 

NEW  BOOK  GIVES 

COST 
DAIA 

ON  PLANT 

CONSTRUCTION 

IN 

GEORGIA 


Cost  Data 


Here's  the  eleventh  edition  of 
Cost  Data  on  Industrial  Build- 
ings in  Georgia,  a  study  of 
industrial  construction  that  has 
found  much  favor  among  execu- 
tives concerned  with  plant  loca- 
tion. This  new  issue  contains 
photographs,  specifications  and 
costs  on  33  of  the  newer  plants 
in  Georgia.  It  also  gives  informa- 
tion on  the  attractive  financing 
available  in  the  state.  You'll 
find  it  an  interesting  and  useful 
reference. 

WRITE  FOR  YOUR  FREE  COPY 


fc        '  ^./o..    ^jjre-foot  plant 

cos*  o!'..'  :  .id  per  sq.  ft.,  including 
spri.nkler  i'stsiri,  [leating  throughout  and 
air  r;o.^d,tin!  ;ag  in  30,000  sq.  ft.,  plus 
extensive  plumljing  and  wiring  for  plastics 
production. 


Georgia  Power 
Company 

J.  CURTIS  SMITH,  Manager 


Plant  Location 
Assistance 


Nationwide  Network 


INDUSTRIAL 
DEVELOPMENT  DIVISION 

BCX  4S45  N2 
AHA.'^TA.  tA.  30302 
PHONE.  404  52'..3400 


year,  or  about  $35  million,  came  from 
overseas.  Citibank  netted  perhaps 
a  million  more  overseas  and  Chase 
earned  around  $30  million. 

Obviously,  the  overseas  expansion  is 
paying  off  for  the  B  of  A,  even^ 
though  it  has  been  expensive  to  open 
so  many  branches  so  fast  (it  takes  two 
to  three  years  for  a  new  branch  to 
earn  a  profit)  and  even  though  a 
sharp  rise  in  rates  for  Eurodollar  de- 
posits has  narrowed  its  profit  spread. 
What  makes  the  international  business 
so  appealing,  and  so  crucial  for  a 
large  bank,  is  the  added  business  it 
generates. 

"At  first  you  begin  to  open  up  a 
branch  or  two  a  year,  and  you  think 
you're  a  hell  of  a  fellow,"  explains 
Pierotti.  "Then  you  discover  that 
there's  a  multiplier  effect.  One  day 
there  will  be  a  transaction  between 
your  Buenos  Aires  and  London 
branches  involving  beef  or  leather. 
Or  between  your  Tokyo  and  Lima 
branches  involving  fish  or  fertilizer. 
All  you  hear  about  is  the  profit." 

The  multiplier  works  other  ways, 
too.  A  large  U.S.  corporation  that  does 
business  in  Brussels,  Beirut  and  Bom- 
bay naturally  will  choose  to  do  its 
banking  with  an  outfit  that  has 
branches  in  all  those  cities,  too.  Or 
the  bank,  in  going  overseas,  will 
find  it  can  capitalize  on  a  particular 
expertise  built  up  at  home.  The 
B  of  A,  for  example,  has  waxed  fat 
in  California  by  making  loans  to  that 
state's  multitude  of  farmers  and  can- 
ners.  "Now,  around  the  world,  we 
make  more  loans  to  farmers  and  can- 
ners  than  anybody,"  claims  Pierotti. 
The  same  holds  true  in  the  movie 
business,  where  the  B  of  A's  home- 
grown talents  have  come  in  handy 
in  making  loans  to  Italian  and  Brit- 
ish producers.  "\\^e  made  all  the  loans 
on  the  James  Bond  movies,"  says 
Pierotti.  "I'm  not  especially  proud  of 
that  aesthetically,  but  no  slot  machine 
was  ever  as  profitable." 

At\  Are  Welcome 

It  was  to  cash  in  on  these  possi- 
bilities that  the  B  of  A  in  1947, 
decades  behind  the  big  Eastern  banks, 
set  out  to  build  an  international  busi- 
ness. Pierotti  tells  the  story: 

"Like  Alice  in  Wonderland,  we 
began  at  the  beginning.  From  London 
we  went  to  Paris,  and  from  there  we 
went  to  Germany.  Our  founder,  A.  P. 
Giannini,  had  always  wanted  to  own 
a  bank  in  Italy,  so  we  went  there 
[acquiring  a  98%  interest  in  Banca 
d'America  e  d'ltalia,  which  now  has 
assets  of  over  $1  billion  and  accounts 
for  a  major  part  of  B  of  A's  overseas 
profits].  Then  we  leaped  across  the 
Pacific  with  MacArthur  and  got  in  on 
the  rebuilding  of  Japan.  As  we  dis- 


covered the  multiplier  eflFect,  we  be- 
gan pushing  harder. 

"We  had  a  couple  of  things  going 
for  us.  We  were  already  a  branch 
bank  at  home,  with  more  than  900 
offices  in  California.  Many  of  the 
New  York  banks  gagged  at  staffing  up 
and  controlling  a  lot  of  foreign 
branches;  we  were  used  to  staffing 
branches.  Then,  too,  we  had  no  com- 
plexes about  whom  we  hired.  A  man 
didn't  have  to  be  a  Citibank-type  or 
a  Chase  Bank-type,  whatever  that  is. 
"Everybody  didn't  have  to  be  named 
Schuyler  Montgomery." 

Just  now,  the  B  of  A's  biggest 
foreign  operations  are  in  Europe, 
though  it  also  does  a  very  sizable 
business  in  Japan,  too.  Its  largest 
push,  during  the  last  two  or  three 
years,  has  been  into  Latin  America. 
Now,  however,  the  going  has  gotten 
tough.  The  B  of  A  prefers  to  open 
its  own  branches;  it  will  go  with  an 
affiliate  or  set  up  a  representative 
office  only  when,  in  Pierotti's  words, 
"we're  desperate."  To  get  a  piece 
of  the  action  in  Brazil,  the  B  of  A  had 
to  buy  50%  of  a  Brazilian  subsidiary 
of  a  Canadian  bank.  It  got  into  Africa 
through  a  Geneva-based  holding  coin- 
company  (Societe  Financiere  pour  les 
Pays  d'Outre-Mer)  it  owns,  along 
with  several  large  European  banks. 

But  if  nationalism  is  erecting  bar- 
riers, the  B  of  A  and  its  fellow  U.S. 
bankers  with  branches  abroad  are 
beginning  to  use  some  ingenuity  to 
get  around  them.  They  recently  have 
organized  joint  financial  companies 
wdth  European  banks.  B  of  A  has 
teamed  up  with  Barclay's  Bank  ( Eng- 
land), Banque  Nationale  de  Paris 
(France),  Algemene  Bank  Neder- 
land  (Holland),  Dresdner  Bank 
(West  Germany)  and  Banca  Nazion- 
ale  del  Lavoro  (Italy)  in  a  company 
called  Societe  Financiere  Europeenne 
(SFE).  It  has  also  started  a  similar 
venture  in  the  Far  East,  called  Part- 
nership Pacific  Ltd.,  with  the  Bank  of 
Tokyo  and  the  Bank  of  New  South 
Wales. 

Pierotti  says  of  SFE  and  the  four 
similar  companies  already  started  in 
Europe  by  other  U.S.  banks:  "I  think 
it's  the  wave  of  the  future.  The  Ger- 
mans bring  in  their  deals,  the  French 
theirs,  the  Italians  theirs.  It's  the  whole 
ball  of  wax,  the  big  picture,  with 
multiple  sources  of  business  and 
operations  across  many  international 
boundaries.  And  because  such  com- 
panies are  not  commercial  banks,  their 
presence  and  money  is  actually  wel- 
comed by  many  of  the  countries  that 
won't  allow  outsiders  to  open  branch 
banks." 

Rising  nationahsm  notwithstanding, 
Roland  Pierotti  is  not  too  unhappy.  ■ 
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Energy.  To  light 

vorld ...  to  power  industry.  Gigawatts  for  megalopolis.  And  the  best  hope  for  quenching  the  in-  , 
ibie,  ever-increasing  thirst  for  energy  lies  in  the  nucleus  of  the  tiny  atom.  Crane  recognized  this  ' 
arter  of  a  century  ago  when  we  pioneered  the  use  of  stainless  steel  valves  for  nuclear  reactors. 
?  then,  we've  designed  and  built  hundreds  of  special  valves,  plus  fittings  and  pumps  for  scores  of 
anding  nuclear  applications.  Crane-Cochrane  water  treatment  systems  are  a  vital  part  of  nuclear 
er  plants  throughout  the  world.  And  Crane  research  is  nearing  breakthroughs  in  making  the 
der-type  reactor  workable  (providing  more  usable  fuel  at  lower  cost)  with  a  sophisticated,  sealless, 
Droof  liquid  sodium  pump.  Experts  predict  35%  of  America's  energy  will  be  nuclear-generated  by 
!  Satisfying  the  need  for  power  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 


OSTROl/WATER  TREATMENT/AIRCRAFT  &  AEROSPACE/COMFORT  &  SANITARY  CONTROL 
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Stodgy  old  paper  company 
lets  girl  watchers  down.    I 


Sorry,  but  that  paper  dress  she's  sporting  won't  tear 

itself  into  a  hula  skirt.  Not  right  away.  So  quit 

expecting  more.  Paper  dresses  aren't  that  papery. 

Neither  are  the  diapers,  wiping  cloths,  sheets,  bikini 

underthings  and  other  throw-aways  that  are  held 

together  with  an  exciting  new  bonded  scrim. 

It  all  started  with  a  technique  St.  Regis  innovated  for 

reinforcing  industrial  papers.  But  now  we're 

innovating  on  top  of  this  innovation.  Coming  up  v/ith 

hot  ideas  for  reinforcing  plastics  and  plastic-paper 

combinations.  Puts  us  right  smack  in  the  forefront 

of  all  sorts  of  markets.  Like  sportswear,  wallpaper, 

vinyl  flooring,  tents,  beach  umbrellas,  blankets.  And 

Other  not-so-papery  things.  Shows  you  what  can  happen 

when  a  stodgy  old  paper  company  gets  out  of  line. 
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Merger  as  an  Inflation  Hedge 

That's  the  rationale  behind  the  merger  that  has  created  one  of  the 
newer  $l-billion  corporations,  Engelhard  Minerals  &   Chemicals. 


If  met.\i.s  magnate  Charles  W. 
Engelhard  Jr.  (Forbes,  Aug.  J, 
1965)  took  the  stock  tables  very 
seriously,  he  would  be  a  \ery  aen-ous 
man.  He  and  his  family  control  some 
i.5'l  of  the  stock  of  Engelhard  Min- 
erals &  Chemicals.  In  earK  1967  his 
holdings  had  a  market  value  ol 
around  S.360  million.  B\  mid- 1968 
the  same  holdings  had  soared  to  al- 
most S72.5  million.  But  by  late  last 
month  the\  were  down  to  around 
$470  million.  In  a  paper  sense,  Engel- 
hard "made'  $.'36.5  million  and  sub- 
sequenth  "lost"  $25.5  million  of  it. 
All  in  the  space  of  some  30  months. 

Only  Engelhard  doesn't  think  in 
paper  terms.  He  thinks  in  terms  of 
metals,  of  assets  and  in  terms  of 
coiporate  strategy.  As  one  of  the 
world's  richest  men,  he's  not  much 
affected  by  a  change  of  SlOO  million 
or  so  in  paper  \alue.  Especially  so 
since  the  immediate  cause  of  all  these 
ups  and  downs  was  a  soundly  con- 
ceived long-tenn  plan  for  consolidat- 
ing   and    diversifying    his    holdings. 

Twenty-one  months  ago,  Engelhard 
merged  his  family  company,  Engel- 
hard Industries,  with  Minerals  & 
Chemicals  Philipp,  a  •S70()-milli()M-a- 
year  marketer  of  ores  and  miner  ol 
nonmetallic  raw  materials,  in  which 
he  already  held  a  2\%  interest.  It 
makes  one  vast  enterprise  of  over  $1 
billion  in  sales.  E.\plains  Engelhard 
Minerals  &  Chemicals  President  Mil- 
ton F.  Rosenthal,  "He  took  a  position 
in  Minerals  &  Chemicals  Philipp  in 
1963.  By  1968.  he  had  come  to  know 
the  persoimel  verv  well.  He  had  also 
come  to  see  the  logic  of  merging  the 
two  companies."  With  the  merger 
came  attorney  Rosenthal,  head  of 
Minerals  &  Chemicals  for  five  years. 

The  logic  of  that  merger  was  simple. 
Pbilipp  Bros,  was  once  a  separate  com- 
pany, and  so  was  Minerals  &  Chemi- 
cals. Philipp 's  problem  was  that  it  had 
no  place  to  invest  its  earnings.  The 
company  is  a  middleman  in  the  world- 
wide movement  of  over  100  different 
raw  materials.  It  trades  them,  delivers 
them,  sponsors  them,  markets  them, 
but  it  doesn't  mine  or  refine  them.  It 
therefore  makes  a  good  return  on 
equit\  from  a  very  tiny  average  com- 
mission on  total  sales.  But  it  has  no 
plants,  nothing  to  depreciate. 

In  1960,  therefore,  Philipp  Bros, 
merged  with  Minerals  &  Chemicals. 
M&C  was  essentially  a  mining  com- 
pany. Its  biggest  product  was  kaolin, 
used  to  coat  paper  (like  this  page)  to 
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make  it  glossy.  M&C  was  able  to  use 
Philipp  Bros,  earnings  to  open  new 
mines,  and  increase  its  sales  from 
■S274  million  to  $713  million. 

But  then,  the  cash  generated  by 
Philipp  Bros,  could  not  be  absorbed 
by  M&C.  That's  what  made  the 
Engelhard  merger  look  good.  "Look 
at  page  24  of  our  1968  annual  re- 
port," Rosenthal  says.  "It's  the  first 
full  year  report  of  the  merged  Engel- 
hard Minerals  &  Chemicals.  You'll  see 
under  'source  of  funds'  that  we  took 
in  $48.8  million.  Under  'apphcation  of 
funds,"  we  paid  $11  million  in  divi- 
dends, and  spent  $11  million  for  new 
plant.  That  leaves  $26  million  as  an 
addition  to  working  capital.  In  1967, 
the  figure  was  $19  million.  We  have 
to  have  an  outlet  for  that  capital,  and 
Engelhard  can  use  it."" 

Engelhard  essentially  can  use  the 
capital  in  projects  that  spur  produc- 
tion of  the  materials  it  processes. 
Engelhard  does  not  mine,  but  it  is  the 
world"s  largest  processor  of  such 
precious  materials  as  platinum,  gold 
and  silver.  "You  have  to  look  at  En- 
gelhard," Rosenthal  says,  "as  an  or- 
ganization engaged  in  the  addition 
of  value  to  raw  materials.  Those  raw 
materials  just  happen  to  be  precious 
metals.  Engelhard  .spends  a  lot  on  re- 
search, but  again,  this  is  directed  to- 
ward the  addition  of  value,  not 
toward  the  raw  materials  themselves."' 

At  the  same  time,  Engelhard  must 
assure  itself,  as  the  primary  consumer 
of  these  raw  materials,  that  plenty  of 
producers  are  active  in  the  raw  ma- 

Engelhard  of  EM&C 


terial  field.  In  the  past  several  years, 
for  example,  Engelhard  has  spurred 
new  platinum  production  in  South 
Africa,  the  only  major  source  outside 
of  Canada.  It  did  this  by  signing 
long-tenn  contracts  to  take  a  given 
amount  of  ore  from  the  producers. 
This,  in  turn,  allowed  the  producers 
to  get  financing  for  their  operations. 
"We  could  have  managed  these  con- 
tracts without  the  merger,"  Rosenthal 
says.  "But  such  guarantees  and  con- 
tracts are  indicative  of  how  our  new 
financial  strength  can  help  us."' 

The  merged  company  can  also  help 
the  Philipp  division  maintain  its 
raw  material  sources.  An  example  is 
the  Matilde  mine  project  in  Bolivia, 
undertaken  in  partnership  with  U.S. 
Steel.  "It's  a  $13-million  project  start- 
ed about  two  years  ago  [Forbes, 
May  15,  1967,  p.  64],"  Rosenthal  says. 
■'Its  production  will  be  lead  and  zinc, 
two  of  the  commodities  in  which 
Philipp  deals.  This  doesn't  mean  that 
Philipp  will  establish  raw  material 
positions  in  all  of  the  100  commodi- 
ties it  sells.  But  it  does  strengthen 
our  repertoire."' 

Way  of  Life 

In  addition,  Engelhard  sees  world- 
wide inflation,  tight  money  and  high 
interest  rates  as  a  way  of  life  that  is 
here  to  stay.  "Strengthening  ourselves 
financially,"  Rosenthal  says,  "means 
that  we  won"t  have  to  go  to  someone 
on  our  hands  and  knees  to  ask  for 
money."  Furthermore,  many  of  the 
long-tenn  arrangements  the  company 
makes  now  can  pay  off  as  inflation 
hedges — it  is  a  way  of  trading  de- 
preciating dollars  for  assets  that  are 
almost  certain  to  appreciate. 

Engelhard  does  not  look  at  infla- 
tion itself  as  a  basic  source  of  profits. 
Rather  it  looks  to  increased  world- 
wide demand.  Because  the  demand  for 
its  services  will  grow,  Engelhard  will 
not  have  to  worry  about  inflation  eat- 
ing away  its  assets.  "Standards  of  liv- 
ing are  going  up  all  over  the  world," 
says  Rosenthal,  "and  that  means  more 
telephones  with  platinum  connectors, 
more  autos  with  electrical  contacts, 
more  publications  with  coated  paper, 
more  lead,  more  zinc,  more  copper, 
more  worldwide  movement  of  these 
commodities.  If  we're  strong,  we  in- 
duce our  suppliers  to  grow  with  us; 
that's  the  meaning  of  this  merger."' 

You  might,  then,  call  Engelhard 
Minerals  &  Chemicals  a  business 
merger,  not  a  market  mejger.  ■ 
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If  you  think  we're  a 
son-of-a-gun  of  a  company, 
you've  got  a 
glimmer  of  the  idea. 


But  only  a  glimmer. 

After  all,  It  was  six  generations  ago  that  young  Sam  Colt 
was  granted  U.S.  Patent  Number  138  on  the  unique  revolver 
that  made  his  name  world  famous.  We  use  his  name  in 
our  corporate  title,  but  he  was  only  one  of  several  energetic, 
enterprising  young  men  who  founded  growth  businesses 
in  the  19th  Century  that  subsequently  formed  the  founda- 
tion of  our  company  as  it  exists  today. 

Of  course,  we  still  make  guns,  the  best  of  their  type, 
including  the  most  advanced  military  rifle  in  the  world,  the 
M16,  now  in  service  with  U.S.  armed  forces.  But... the 
weapons  and  other  products  we  manufacture  for  defense 
account  for  less  than  15%  of  our  total  annual  sales,  cur- 
rently moving  toward  the  $700-million  mark. 

Our  main  drive  today  is  to  provide  essential  equipment 
and  services  for  industry. 

We  produce  diesels  that  power  generators  and  propel 
ships;  compressors  that  drive  air  and  gases  to  a  myriad 
of  jobs;  pumps  that  move  liquids  and  solids;  carburetors 
for  high-performance  cars  and  trucks,  and  fuel  controls  for 
jet  aircraft.  We  manufacture  transformers  and  generators 
for  electric  utilities;  systems  for  batching,  weighing  and 
process  control,  and  other  systems  to  curb  pollution  and 
desalt  seas. 

To  meet  the  new  needs  of  aerospace  and  other  advanced 
technologies,  we  create  and  supply  a  wide  range  of  tita- 
nium alloys,  super  alloys  and  other  specialty  metals.  And 
to  work  such  materials,  we  make  automated  machine  tools 
and  precision  measuring  equipment. 

In  his  own  way,  each  of  our  young  founders  was  as  in- 
novative as  great,  great,  great  business-grandfather  Colt— 
and  we  intend  to  live  up  to  our  heritage.  During  the  past  six 
years  we  more  than  quadrupled  our  business  and  in- 
creased our  earnings  at  an  even  faster  rate.  This  record 
of  growth  was  the  result  of  product  innovation  and  internal 
development  as  well  as  the  acquisition  of  related  operations. 

Looking  to  the  future,  we  -.in  invest  almost  as  much 
money  on  product  research  c.:.i  development  this  year  as 
we  earned  in  all  of  1966. 

In  our  circles,  tomorrow  is  even  more  Important  than  today. 


Colt  Industries 


1 290  Avenue  of  the  Americas 
New  York,  New  York  1 001 9 


OPERATING  DIVISIONS:  Chandler  Evans  Control  Syslems/Holley  Carburetor/Crucible 
Alloy/ Crucible  Specialty  Metals/ Crucible  Stainless  Steel/ Fairbanks  Morse  Power 
Systems/Fairbanks  Morse  Pump  &  Electric/Ouincy  Compressor/Elox/Pratt  &  Whitney 
Cutting  Tool  &  Gage/Pratt  &  Whitney  Machine  Tool/Central  Transformer/Colfs  Firearms/ 
Crucible  Magnetics/Fairbanks  Morse  Weighing  Systems/Trent  Tube. 


Less  than  a  decade  ago,  companies 
prided  themselves  on  clean  balance 
sheets  and  their  ability  to  liquidate 
all  or  most  of  their  current  liabili- 
ties with  their  holdings  of  cash 
and  governments.  But  1961  was  a 
millenium  ago  in  today's  frenzied 
world  of  takeovers,  mergers  and 
inflation.  Now  a  corporate  trea- 
surer worth  his  salt  wouldn't  be 
caught  (lead  with  his  company's 
money  tied  up  in  sterile  cash  or 
low-yielding  governments  above 
his  payroll  and  quarterly  tax  re- 
quirements. Today  only  three  com- 
panies, IBM,  Procter  &  Gamble 
and  du  Pont,  are  in  that  position, 
but   all   have   come   down   sharply 


Cash  Is  for  the  Banks 

from  their  1961  ratios  of  cash  to 
current  liabilities  {see  table). 

Since  then  the  U.S.'  139  billion- 
dollar  (.sales)  corporations  have 
increased  their  total  cash  by  only 
$4  billion,  or  44%,  while  they  have 
expanded  receivables  by  252%  to 
$30  billion  and  inventories  265% 
to  $40  billion.  Cash  has  fallen  from 
29%  of  current  assets  to  14%. 

However,  for  one  company  on 
the  list,  IBM,  putting  its  ca.sh 
hoard  to  work  has  recently  grown 
to  be  something  of  a  problem.  In 
just  two  years,  its  cash  has  soared 
from  $500  million  to  $1.8  billion, 
and  it  is  likely  to  continue  mount- 
ing. IBM  is  throwing  off  more  cash 


than  it  can  invest  in  its  burgeoning 
computer  business.  With  the  360 
program  well  established,  both 
sales  and  rental  revenues  will  con- 
tinueto  flow  in  increasing  amounts. 
Meantime  IBM's  executives  are 
busy  trying  to  figure  out  where 
else  they  can  put  their  rapidly  ex- 
panding inflow  of  funds.  Mergers 
of  any  size  are  definitely  out,  in 
view  of  the  antitrust  challenges 
that  the  company  already  faces  in 
the  courts.  So  it  is  virtually  in- 
evitable that  IBM  will  have  to 
expand — from  within — into  new 
areas.  Best  bets;  high-technology 
areas  such  as  communications  that 
fit  with  IBM's  capabilities.  ■ 


Company 


(Total  Asseb) 
(Millions) 


,— Current  Asiats— ^ 

1961  1968 

(Millions) 


-Currant  Llabilitlas— 

1961  1968 

(Millions) 


, Cash  and  Marketable  Securities* ^ 

^-Current  Ratio-^  Percent  of 

1961  1968  1961  1968  Current  Liabilities 

(Millions)  1961  1968 


Standard  Oil  (N.J.) 
General  Motors 
Ford  Motors 
Texaco 
Gulf  Oil 


($16,786) 

(13,864) 

(8,953) 

(8,687) 

(7,498) 


$3,490 
4,484 
2,491 
1,281 
1,503 


$5,524 
7,335 
4,128 
2,322 
2,280 


$1,695 

1,425 

1,543 

517 

494 


$3,433 
3,105 
2,994 
1,239 
1,096 


2.11 
3.11 
1.6-1 
2,51 
3.01 


1.61 
2.4-1 
1.4-1 
1.9-1 
2.11 


$1,429 

1,696 

881 

486 

683 


$1,367 

1,898 

1,033 

406 

689 


84o/o 
119 

57 

94 
138 


40o/o 

61 

35 

33 

63 


Mobil  Oil 

Int.  Business  Mach. 
Sears,  Roebuck 
United  States  Steel 
Standard  Oil  (Calif.) 


(6,872) 
(6,743) 
(6,508) 
(6,391) 
(5,770) 


1,038 

628 

1,803 

1,703 

820 


2,835 
3,301 
4,680 
2,011 
1,645 


585 
159 
337 
756 
394 


1,686 
1,531 
2,851 
1,135 
873 


2.2-1 
4.0-1 
5.3-1 
2.3-1 
2.1-1 


1.7-1 
2.2-1 
1.6-1 
1.8-1 
1.9-1 


311 
322 
333 
642 
220 


859 
1,826 
196 
730 
357 


53 
203 
99 
85 
56 


51 

119 

7 

64 

41 


General  Electric 
Standard  Oil  (Ind.) 
Chrysler 
Shell  Oil 
International  Tel. 


(5,744) 
(4,737) 
(4,398) 
(4,230) 
(4,022) 


1,453 
765 
893 
683 
598 


3,311 
1,303 
2,210 
1,043 
1,761 


782 
264 
386 
304 
330 


2,104 
635 

1,428 
757 

1,089 


1.9-1 
2.9-1 
2.3-1 
2.2-1 
1.8-1 


1.6  1 
2.1-1 
1.51 
1.4-1 
1.6-1 


305 
244 
458 
164 
44 


373 
239 
513 
472 
297 


39 
92 
119 
54 
13 


18 
38 
36 
62 
27 


Du  Pont,  E.I. 
Union  Carbide 
Bethlehem  Steel 
Phillips  Petroleum 
Ling-Temco-Vought 


(3,289) 
(3,209) 
(3,060) 
(2,889) 
(2,648) 


914 
691 
1,041 
419 
124 


1,445 

1,313 

991 

795 

1,171 


139 
236 
409 
199 
88 


450 
487 
724 
429 
826 


6.6-1 
2.9  1 
2.5-1 
2.1-1 
1.4-1 


3.2-1 
2.71 
1.4-1 
1.9-1 
1.41 


351 
119 
428 
108 
7 


405 
164 
283 
135 
161 


253 
50 

105 

54 

8 


90 
34 
39 
31 
19 


Marcorf 
Eastman  Kodak 
Continental  Oil 
Atlantic  Richfield 
Goodyear  Tire  &  Rubber 


(2,618) 
(2,565) 
(2,537) 
(2,451) 
(2,377) 


564 
568 
290 
171 
688 


1,690 

1,412 

734 

493 

1,423 


103 
181 
117 
81 
148 


847 
603 
444 
389 
584 


5.5-1 
3.1-1 
2.5-1 
2.11 
4.71 


2.0-1 
2.3-1 
1.7-1 
1.3-1 
2.4-1 


36 
267 
70 
24 
76 


96 
537 
81 
30 
61 


35 
148 
60 
30 
51 


11 
89 
18 
8 
10 


Radio  Corp.  of  America 

Sun  Oil 

Dow  Chemical 

Union  Oil  of  California 

-Vestinshouse  Electric 


(2,366) 
(2,363) 
(2,312) 
(2,298) 
(2,271) 


618 
241 
349 
241 
952 


1,356 
581 
776 
587 

1,353 


246 
99 

213 
78 

241 


595 
309 
571 
294 
588 


2.51 
2.4-1 
1.6-1 
3.1-1 
3.9-1 


2.3-1 
1.91 
1.41 
2.0-1 
2.3-1 


111 
52 
49 
92 

216 


241 

89 

142 

120 

88 


45 
53 
23 
118 
90 


Includes  cash,  markatabla  securities  and  special  deposits,      f  Montgomery  Ward  1961.    ft  Merged  into  Atlantic  Richfield  March   1969. 


41 
29 
25 
41 
15 


•.itO« 

(2,192) 

452 

669 

140 

221 

3.2-1 

3.0-1 

48 

106 

34 

48 

Seeing 

(2,186) 

443 

1,256 

263 

789 

1.7-1 

1.6-1 

49 

58 

19 

7 

GuK  *  Western  Indj. 

(2,055) 

20 

935 

8 

466 

2.5-1 

2.0-1 

2 

189 

25 

41 

Int.  M:'i.f»st!r 

(1,902) 

938 

1,211 

290 

442 

3.2-1 

2.7-1 

165 

58 

57 

13 

Monsanto 

(1,895) 

355 

76? 

167 

267 

2.1-1 

2.9-1 

48 

114 

29 

43 

Firestone  Tire 

(1,883) 

567 

1,057 

183 

411 

3.1-1 

2.6-1 

46 

80 

25 

19 

Cities  Senice 

(1,872) 

521 

497 

213 

240 

2.4-1 

2.1-1 

219 

106 

103 

44 

Sinclair  Oilft 

(1,851) 

454 

520 

155 

226 

2.9-1 

2.31 

169 

110 

109 

49 

United  Air  Lines 

(1,797) 

136 

301 

113 

256 

1.2-1 

1.2-1 

30 

62 

27 

24 

Occidental  Petroleum 

(1,788) 

5 

716 

2 

352 

2.3-1 

2.01 

5 

258 

250 

73 

Getty  Oil 

(1,785) 

35 

437 

16 

208 

2.2-1 

2.1-1 

13 

152 

81 

73 

International  Paper 

(1,714) 

330 

527 

107 

214 

3.0-1 

2.4-1 

57 

74 

53 

35 

Anaconda 

(1,685) 

286 

436 

57 

128 

5.0-1 

3.4-1 

65 

64 

114 

50 

Grace,  W.R. 

(1,678) 

243 

767 

107 

450 

2.31 

1.7-1 

57 

118 

53 

26 

Celanese 

(1,659) 

123 

531 

41 

262 

3.01 

2.0-1 

39 

177 

95 

68 

Reynolds  Metals 

(1,658) 

289 

455 

81 

147 

3.6-1 

3.1-1 

32 

58 

40 

39 

Armco  Steel 

(1,633) 

520 

532 

116 

190 

4.51 

2.8-1 

158 

59 

136 

31 

Procter  &  Gamble 

(1.612) 

582 

791 

213 

308 

2.7-1 

2.6-1 

298 

302 

140 

98 

Republic  Steel 

(1,608) 

397 

468 

148 

221 

2.7-1 

2.1-1 

60 

67 

41 

30 

Kennecott  Copper 

(1,541) 

298 

349 

54 

202 

5.5-1 

1.7-1 

106 

77 

196 

38 

WA  have  leased  him  one  lor  40  days  and  40  nights 
and  taken  care  of  the  repairs,  too. 


We  know  a  thing  or  two  about 
isportation  problems. 

After  all,  we  at  GATX — you  know 
the  Tank  Car  people — have  been 
icing  it  easy  for  American  business 
nove  their  products  for  the  last 
enty  years. 

We  lease  everything  in  the  line  of 
isportation  and  storage  equipment 
n  barges  to  airplanes  to  railroad 
s  to  terminals. 


Of  course,  we  think  you  can  save 
yourself  a  lot  of  time,  trouble  and 
money  if  you  lease  instead  of  buy. 

When  you  lease  you  never  have 
to  worry  about  selling  your  equipment 
when  you're  through  with  it.  (That's 
our  problem  and  we  can  find  a  user 
a  lot  easier  than  you.) 

Another  thing,  you  don't  have  to 
worry  about  service  and  maintenance 
either.  (We'll  take  care  of  that 
problem,  too.) 

And,  most  important,  when  the 


lease  is  up  your  responsibility  is  up. 
That  way,  as  innovations  come  along, 
you're  in  a  better  position  to  modernize 
your  whole  operation  with  new 
equipment. 

So  don't  buy  yourself  a  lot  of 
headaches. 

You  can  call  General  American 
Transportation  Corporation,  even  on 
a  rainy  day.  ^^  AT^^ 


. . .  hift  y  -i  -aa  me  zinc  to  protect  steel  bridges 

against  coiTos!>?rs: 

Zinc  is  probably  the  most  practical  material 
which  cm  be  vtsed  to  reduce  the  nation's  annual 
$10  billion  loss  to  corrosion.  Zinc  galvanizes  a 


wide  To 
resident 
pipelines 
widely  use 

One  of  thc 
Asarco  has  re 


V  ?!  structures,  from  bridges  to 

:;iding.  Zinc  anodes  protect 

orroding,  while  zinc  dust  is 

iitioist  coatings. 

lion's  largest  producers  of  zinc, 

ntly  developed  a  new  zinc  gal- 


vanizing alloy  which  resists  cracking  or  peeling 
and  takes  a  better,  more  uniformly  painted 
surface.  We  have  also  put  into  operation  a  new 
zinc  dust  furnace  in  Whiting,  Indiana,  making 
a  total  of  three  plants  for  producing  zinc  dust. 
Asarco  provides  a  total  of  22  basic  materials 
for  industrial  progress.  Continued  research  and 
development  on  copper,  lead,  zinc,  silver,  cad- 
mium, platinum  and  other  Asarco  materials 
will  make  them  even  more  valuable  for  tomor- 
row's industrial  and  consumer  products. 


AMERICAN  S3WSELTING  AND   REFINING   COMPANY 

120  BROADWAY,  NEW  YORK,  N.  Y.  10006 


ASARC( 


Anchors  Aweigh/ 


Two  ex-furriers  are  rushing  in  wfiere  some 
might ty  corporations  have  been  badly  hurt. 


[)^t.l  II  K.\i!N  is  a  onetime  furrier  of 
3  V  ho  took  over  an  un subsidized 
'•ipping  company  named  Seatrain 
^incs  Inc.  in  19fo  with  another  one- 
ime  funier,  Howard  Pack,  after  the 
ompany  had  lest  S50(),000,  or  11 
ents  a  share.  The  shipping  business 
[lay  seem  like  an  unlikely  business  for 
Iwo  e.\-furriers,  but  Kahn  and  Pack 
ave  since  more  than  doubled  re\en- 
!es,  from  S41  million  to  S88  million 
»st  year,  and  th.ey  have  converted 
he  loss  to  a  profit  of  S14  million  or 
3.13  a  share. 

They  accomplished  this  because,  for 
Wo  ex-furriers,  they  pro%ed  terrific 
hipping  men,  imaginative  and  inno- 
ati\e.  For  example,  they  developed 

process  for  scnibbing  a  ship's  tanks 
i^hile  it  was  still  at  sea.  This  made  it 
ossible  to  use  the  same  \  essel  to  ship 
ifheat  from  the  U.S.  to  India  and  then 
arrv  oil  back  from  the  Persian  Gulf. 
|he\  also  went  heaxily  into  container 
hips.  "If  one  has  the  imagination, 
le    technical    knowliow    and    a    little 


bit  more  of  an  idea  what  to  anticipate 
several  years  hence,"  says  soft-spoken 
Joseph  Kahn,  "it's  an  enormous  ad- 
vantage." 

Perhaps  they  have  become  dizzy 
with  success,  but  they're  now  going 
from  shipping  into  shipbuilding,  a 
business  where  such  corporate  giants 
as  General  Dynamics,  Litton  Indus- 
tries and  Lockheed  have  taken  hor- 
rible beatings;  and  foreign  competi- 
tors operate  at  considerably  lower 
cost.  The>-  are  preparing  to  build  two 
supertankers,  the  largest  merchant 
ships  ever  built  in  the  U.S.,  in  the 
45^  piece  of  the  Brooklyn  Navy  Yard 
that  they  have  just  leased  from  CLICK. 
This  is  a  board  of  community  leaders 
to  whom  the  Government  handed  over 
control  of  the  yard. 

Kahn  and  Pack  are  betting  that, 
within  a  \ery  few  years,  the  North 
Slope  of  Alaska  will  become  a  major 
source  of  crude  for  the  U.S.  Under 
U.S.  law,  all  coastwise  cargo  must  be 
carried  in  ships  built  in  the  U.S.  This 
means  they  will  have  the  only  two 
supertankers  eligible  to  cany  the  oil. 
.Monopoly,  thy  name  is  money. 

It's  not  as  heavy  a  bet  as  one  might 
think,  because  the  U.S.  Government 
and  the  City  of  New  York  are  back- 
ing Seatrain  Lines. 

Says  Kahn:  "With  the  facihty  of 
the  Brooklyn  Navy  Yard  at  our  dis- 
posal, we  will  be  in  a  position  to 
ha\e  the  \ehicles  of  transport  at  a 
time  when  we  need  them.  If  we  can 
successfully  complete — which  we  fully 
anticipate — the  two  224,()()0-ton  tank- 
ers which  we  will  build  in  Brooklyn 
and  have  them  several  years  before 
anyone  else  has  them,  it's  an  impor- 
tant plus."  That  plus  could  pay  off 
handsomely  when  Alaskan  oil  begins 
seeking  Eastern  markets.  Kahn  says, 
"We  anticipate  that  when  oil  from  the 
North  Slope  of  Alaska  seeks  Eastern 

Shipping  Out.  "I  hafed  the  fur  busi- 
ness," says  Seatrain  Chairman  Joseph 
Kahn  (left).  "/  was  looking  for  an  op- 
portunity to  get  into  something  else." 
That  something  else  was  as  part  of  a 
syndicate  buying  Liberty  ships.  "We 
had  only  a  few  days  before  the  act 
under  which  the  ships  were  being  sold 
expired.  We  made  a  quick  analysis, 
and  the  decision  was  yes."  Kahn  bor- 
rowed $15,000  and  joined  another 
ex-furrier,  Seatrain  President  Howard 
Pack,  and  what  Kahn  describes  as 
"some  Greek  gentleman  with  expertise 
in  the  shipping  industry"  to  form  Trans- 
eastern  Shipping,  which  he  merged 
into    Seatrain    Lines,    Inc.     in     1965. 


markets,  there  will  be  a  demand  for  at 
least  20  of  these  U.S.  flag  supertank- 
ers." Seatrain's  Manhattan,  now  the 
largest  American  merchant  ship,  is 
currently  under  lease  to  three  oil 
companies  for  a  full-scale  test  to  de- 
termine the  feasibility  of  carrying  oil 
east  through  the  ice-ridden  Northwest 
Passage.  If  this  test  is  successful,  a  ma- 
jor new  shipping  lane  could  open  up. 

Stormier   Seas 

Seatrain's  problems  in  Brooklyn 
may  be  greater  than  Kahn  seems  to 
view  them.  The  Government  has  leased 
the  yard  to  Seatrain  for  20  years,  with 
an  option  to  renew  for  20  more,  at  a 
nominal  rental.  Turning  the  yard  into 
a  modern  shipbuilding  facility,  which 
is  expected  to  cost  upwards  of  $8  mil- 
lion, will  be  financed  partly  by  the 
Federal  Government  at  only  5/4%  in- 
terest and  partly  by  New  York.  Work- 
ing capital  to  build  the  ships,  with  each 
costing  $44  million  to  $46  million,  will 
come  from  a  pri\ate  loan  of  $6  mil- 


Seatrain 
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CITY. 


lion,  with  the  Government  guarantee- 
ing 90%.  Even  so,  Seatrain  faces  big 
problems.  In  return  for  their  help,  the 
Government  and  the  city  made  the 
company  agree  to  create  .3,000  jobs 
in  the  first  18  months  of  the  project, 
another  3,000  in  the  second  18  months, 
and  9,000  jobs  within  five  years.  At 
least  a  thousand  of  the  first  3,000  jobs 
are  expected  to  be  for  former  hard-core 
unemployables,  which  means  Seatrain 
must  train  former  untrainables.  "We 
know  there's  going  to  be  a  problem," 
says  Kahn,  "but  there  is  also  a  solu- 
tion." The  actual  recruiting  will  be 
done  by  CLICK  and,  according  to 
Kahn,  professionals  will  be  hired  to  do 
the  training.  "We  at  Seatrain  ship- 
building will  probably  not  be  involved 
in  the  training,"  says  Kahn.  "We  will 
place  our  requirements  on  the  experts 
in  the  business  of  training."  Hasn't 
Seatrain  guaranteed  they  would  hire 
a  certain  number  of  former  unemploy- 
ables? "Yes,  we  have,"  says  Kahn,  "but 
the  manner  in  which  we  have  guaran- 
teed it  is  that  these  people  must 
qualify.  We  write  the  agreements  in 
such  a  way  that  makes  it  possible 
for  us  to  live  up  to  them." 

Obstacles  Ahead 

Seatrain  has  yet  to  consider  the 
problem  of  the  unions.  Labor  unions, 
particularly  the  militant  sea  trades 
unions,  have  not  always  automatically 
opened  up  their  doors  to  meet  social 
responsibilities.  "We  will  face  that 
when  we  get  to  it,"  says  State  As- 
semblyman Jerome  Kretchmer,  an  at- 
torney Seatrain  retained  to  seek  gov- 
ernment funds  for  renovation  of  the 
Navy  Yard  and  training  of  personnel. 

With  the  entire  project  depending 
on  easily  inflammable  New  York  City 
politics,  and  the  labor  unions  still  to 
face,  Seatrain  has  undertaken  a  proj- 
ect that  many  industry  sources  con- 
sider diflBcult  under  the  best  of  condi- 
tions. If  they  come  through  it  all  un- 
scathed they  may  well  become  the 
dominant  American  shipping  line. 
That  is,  of  course,  if  Alaska  does  be- 
come a  major  source  of  crude  within 
a  reasonably  short  time  and  if  the 
Manhattan  test  is  successful. 

Many  in  the  oil  industry  are  highly 
skeptical  about  the  chances  of  the 
Manhattan  test  succeeding.  But  Kahn 
says:  "With  such  strong  economic 
motivation  for  success,  one  way  or 
another  this  passage  will  be  opened." 
The  oil  companies  feel  that  they  have 
the  alternative  of  a  cross-country  pipe- 
hne,  although  it  would  be  significantly 
more  expensive.  If  the  pipeline  be- 
comes necessary  Seatrain  may  be  stuck 
with  two  supertankers,  large  by 
American  standards,  but  nowhere  near 
as  large  as  those  coming  off  Japanese 
and  European  ways.  ■ 
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FORBES,  JUNE  15,  1969 


rveyoLUi  It? 

is  big  in  food  with  non-food  products: 


;re's  not  a  calorie  in  our  output  but 
It  we  do  put  out  makes  the  food  indus- 
giow.  And  us,  too.  Keystone  sales  have 
iped  25'^c  in  the  past  four  years.  Much 
t  in  the  fast-moving  food  field. 

le  Keystone's  new  Stockade  Panels, 
jy've  become  the  preferred  brand  for 
stock  confinement.  Or  how  about  our 
itics  for  in-store  packaging  and  attrac- 
I  home  food  appliances.  Or  consider 
(Tstone  shopping  carts.  Keystone  oven 
/s.  Keystone  refrigerator  locks,  kitchen 
dware  and  other  products  for  food  pro- 
tion,  merchandising  and  preparation. 

I  can  depend  on  Keystone  to  be  where 
action  is.  Serving  more  and  more  gi'owth 
ustries  from  25  plants  in  14  states. 


Perhaps  we  can  help  you  grow,  too.  For 
more  details  about  Keystone  products  and 
services,  write  for  our  annual  report. 
Keystone  Consolidated  Industries,  Inc., 
Peoria,  Illinois  61607. 


A  Keystone  Kitchen!  Attractive  hardware  for 
cabinets  and  appliances;  molded  plastics  such  as 
handles  for  utensils;  covers  for  food  dishes;  and 
special  wire  for  racks  and  grills,  plus  many, 
many  more. 


Pulls, 

Plastics, 

Panels 


Modern  confinement  feeding  is  simpler  than  ever  with  new 
high  strength  Red  Brand  Stockade  Panels  by  Keystone. 


Keystone  Consolidated  Industries,  Inc. 
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Understanding  tn 


A  4-minute 
cram  course  from 
Merrill  Lynch 


THE  over-the-counter  market  is  not 
a  place.  It's  a  way  of  buying  and 
selling  securities  by  negotiation,  in- 
stead of  public  auction,  as  on  stock 
exchanges. 

Who  negotiates,  and  how?  Deal- 
ers and  brokers.  Some  4,000  of  them 
—linked  by  a  massive  telephone  and 
teletype  network  that  stretches  from 
coast  to  coast  and  around  the  world. 

What  kind  of  stocks  are 
traded  over-the-counter? 

All  the  publicly  owned  stocks  and 
bonds  of  all  the  companies  not 
"listed"  on  stock  exchanges  are 
bought  and  sold  over-the-counter. 

About  3,000  stocks  are  available 
through  the  exchanges,  compared  to 
an  estimated  50,000  on  the  unlisted 
market. 

Over-the-countersecurities  range 
all  the  way  from  the  most  volatile 
penny  stocks  to  the  most  conserva- 
tive, gilt-edged  Government  bonds. 

Many  people  assume  that  if  a 
stock  isn't  listed  on  an  exchange  it 
somehow  hasn't  "made  the  grade." 

Not  necessarily  true.  Hundreds  of 
companies  which  could  qualify  for 
listing  on  an  exchange  prefer  to  be 
traded  over-the-counter. 

Most  important:  when  the  securi- 
ties of  any  company  are  offered  to 
the  public  for  the  first  time,  they  are 
always  offered  over-the-counter. 

If  there's  an  embryonic  Xerox  or 
IBM  around  today— this  must  be  the 
place. 

How  do  they  do? 

Last  year,  as  a  group,  the  average  of 
the  35  leading  securities  that  com- 
prise the  over-the-counter  indus- 
trial index  rose  72  points,  compared 


to  an  increase  of  only  39  points  fo 
the  Dow-Jones  average  of  30  N.Y.S.E| 
industrials.  I 

Seven-Up  and  Diamond  Crystf 
Salt  doubled.  So  did  Dravo.  In  fac; 
literally  hundreds  of  over-the-count( 
stocks— such  as  Tappan,  Eckeri 
Drugs,  and  AIco  Standard— had  pric 
increases  exceed/ng  100  percent,  i 
However,  to  put  the  picture  in  it 
proper  perspective,  we  hastily  ac^ 
that  many  of  these  stocks  that  wer 
up  double  or  more  were  very  low 
priced  issues  of  a  highly  speculatiV 
character.  Furthermore,  a  great  man 
unlisted  securities  suffered  loss^ 
last  year,  too. 

I 

What  happens  when  i 

you  place  an  order?  i 

From  an  investor's  point  of  view,  i\ 


procedures  for  buying  listed  ar 
unlisted  securities  may  seem  pret 
much  the  same.  But  there  are  diffe 
ences  at  the  broker's  end.  Big  diffe 
ences.  And  they  could  be  importa 
to  you. 

First,  when  you  ask  your  brok 
to  buy  a  listed  stock,  he  buys  it 
public  auction  on  an  exchange.  ¥• 
pay  the  price  that  prevails  for  a 
buyer  at  a  given  moment. 

All  over-the-counter  trading, 
the  other  hand,  is  done  by  negoti' 
ing,  bargaining  among  dealers  a 
brokers.  There  is  no  set  price  at  a 
one  time.  Indeed,  there  are  f  requen 
wide  differences  in  price  betvte 
dealers. 

Second,  when  you  ask  your  b 
ker  to  buy  a  listed  stock,  he  virtue 
always  acts  as  your  agent. 

But  in  the  over-the-counter  m 
ket  many  stockbrokers  may  wear  t 


Es 


ver-the-counter  market: 


Is.  That  of  an  agent  (a  broker).  Or 
it  of  a  principal  (a  dealer). 

As  an  agent,  your  stockbroker 
outs  the  available  sources  of  the 
)ck  you  want,  negotiates  the  price, 
d  charges  you  a  commission  for 
J  efforts. 

As  a  dealer,  he  sells  the  stock  to 
u  directly  out  of  his  own  inventory, 
her  at  a  profit  or  a  loss,  adding  a 
irkup  above  the  prevailing  market 
ice  for  his  services. 

>ur  stockbroker:  the  key 

jviously,  as  an  agent,  a  broker 
jst  have  facilities  enough  to  be  able 

check  a  number  of  sources,  be 
nscientious  enough  to  do  it— and 

skilled  in  trying  to  negotiate  the 
fSt  price  for  you. 

•  Merrill  Lynch  has  the  most  ex- 
isive  over-the-counter  facilities  in 
B  country.  We  have  70  experienced 
sgotiators  (traders)  in  our  New  York 
adquarters  alone,  plus  others  in 
3re  than  20  major  centers  around 
Bworld.Theyhavefull  use  of  Merrill 
nch's  340,000  miles  of  private  wire. 

•  Merrill  Lynch'sguarantee:vjhen 
ting  as  your  agent,  it  is  our  policy 
ways  to  check  at  least  three  com- 
iWrrg  dealer  markets,  if  there  are 
at  many,  to  try  to  get  the  best  price 
ryou. 

As  a  dealer,  a  stockbroker  may 
sume  even  more  importance  for 
vestors. 

The  reason  is  simple.  Tracking 
)wn  stocks  as  an  agent  can  take 
)urs— or  even  days.  If  the  price  has 
jen  rising,  you  can  end  up  paying 
ore  because  of  the  delay. 

But  if  your  broker  can  put  on  a 
iaier's  hat,  and  buy  from  you  or  sell 


to  you  from  his  own  inventory  (called 
"making  a  market"  in  a  security),  he 
is  generally  able  to  give  you  a  quote 
and  execute  your  order  much  more 
rapidly. 

Thus,  to  a  degree,  the  greater  the 
variety  of  stocks  and  bonds  in  which 
your  broker  "makes  a  market,"  the 
better.  And  the  faster  he  is  able  to 
handle  your  order,  the  better. 

•  Merrill  Lynch  makes  a  market 
In  about  400  of  the  most  active  over- 
the-counter  securities— more  than 
any  other  brokerage  firm  dealing  with 
the  public. 

•  Merrill  Lynch  is  the  only  broker- 
age firm  able  to  give  instant,  up-to- 
the-minute  price  quotes  on  these  400 
active  securities.  (We  do  it  on  a  re- 
markable network  of  electronic  quote 
machines.) 

•  Moreover,  on  most  of  these  se- 
curities, most  of  the  time,  your  Merrill 
Lynch  account  executive  can  execute 
your  order  for  any  amount  up  to  100 
shares  immediately  at  the  price 


quoted  on  his  machine.  (Which,  in 
effect,  makes  us  the  only  broker  to 
"advertise"  firm  prices  on  up  to  400 
stocks— anc/  be  willing  to  back  them 
with  on-the-spot  executions.) 

It  is  for  these  reasons  that  many 
experienced  investors  say:  When  you 
buy  or  sell  over-the-counter,  be  sure 
to  check  Merrill  Lynch. 

Free  stock  reports 

Clip  coupon  for  Merrill  Lynch's  free, 
illustrated,  16-page  over-the-counter 
booklet  with  the  whole  fascinating 
story— and  for  our  Research  Depart- 
ment's latest  bulletin  on  the  outlook 
for  10  actively  traded  over-the- 
counter  stocks. 

It's  good  investment  information, 
yours  for  the  asking. 

Investigate— then  invest. 


S 


MERRILL  LYNCH, 
PIERCE, 
FENNER  &  SMITH 


INC 


Free  Research  Reports  and  16-Page  Booklet 

To:  Merrill  Lynch,  P.O.  Box  333, 

Wall  Street  Station,  New  York,  New  York  1 0005 

Please  send  me,  without  charge  or  obligation,  your  Research  Depart- 
ment's latest  bulletin  on  10  actively  traded  over-the-counter  stocks,  and 
your  16-page  "OTC"  booklet. 

Mr. 

Mrs.  

Miss^ ^ 


506FA 


Address- 


-Phone. 


City- 


state - 


-Zip- 


DC 


HEW    Secretary   Robert    H.    Finch    (center) 


inferviewed 


FORBES'    Harold    Lavine 


Weaver. 


sion  banning  residency  requirements 
makes  it  absolutely  essential.  You've 
got  to  have  a  national  minimum  stan- 
dard when  you  knock  out  the  resi- 
dency reqmrcments. 

ll  strikes  me  thai  we've  been  talk- 
ing about  this  problem  as  though  it 
were  entirely  an  urban  problem  and 
mostly  a  Negro  problem.  Yet,  when 
you  look  at  the  welfare  picture,  you 
see  that  at  least  half,  probably  more, 
of  the  people  on  toclfare  live  in  rural 
districts,  and  they're  mostly  tohite.  If 
a  man  is  living,  say,  in  the  mountains 
of  Kentucky,  he  wont  find  any  indus- 
try around  for  which  he  can  train. 

Fjnch:  This  program  is  not  a  panacea 
For  all  our  social  ills.  .  .  .  This  is 
meant  simply  to  rationalize  what  is 
now  an  absolutely  impossible  situation 
in  the  field  of  welfare. 

The  problem  you  raise.  .  .  .  Well, 
people  born  in  those  places  who 
wanted  to  live  better  probably  ha\e 
already  moved  out  to  New  York  or 
Chicago.  Those  who  remain,  if  you  tr\' 
to  characterize  most  of  them,  they 
have  a  small  fami  with  a  marginal 
operation.  I'm  not  prepared  to  pass 
judgment  on  whether  it's  better  to 
let  them  stay  there  or  try  to  mo\'e 
thcin  out.  I  don't  think  that's  my  de- 
cision to  make.  What  I'm  talking  about 
is  a  standard  below  which  no  one  is 
forced  to  subsist,  gi\en  whatever  com- 
bination of  disad\antages  he  ma\ 
have. 

Youi  new  plan  jar  welfare  will  be 
co.sily.  Do  you  think  Congress  will 
stand  for  spending  all  this  money 
when  people  already  are  screaming 
about  high  taxes':' 

Finch:  I  tliink  the  members  of  Con- 
gress sense,  just  as  we  do,  that  no- 
body is  satisfied  with  the  prisent  pro- 
gram. They  recognize  that  \ou  can  t 
continue  to  have  this  disparity  be- 
tween   low   income   and    high-income 


states.  After  the  Supreme  Court's 
decision  abolishing  residence  require- 
ments, you've  just  got  to  move  into 
this  kind  of  thing  [the  new  welfare 
plan]. 

/  know  you've  contemplated  the 
various  substitutes  for  welfare  that 
have  been  proposed,  like  the  guaran- 
teed annual  wage,  the  negative  in- 
come tax.  Have  you  rejected  them? 

Finch:  No.  Together  with  the  Office 
of  Economic  Opportunity,  we  have 
several  programs  planned  to  test  these 
proposals,  because  the  new  system 
We  been  talking  about,  whatever 
form  it  finally  takes  and  however  it 
gets  molded  and  massaged  at  the 
White  House,  we  couldn't  po.ssibly 
bring  into  operation  before  fiscal  1971 
or  1972.  So  we're  going  ahead  to 
experiment  with  these  other  proposi- 
tions— the  guaranteed  annual  wage, 
the  negative  income  tax,  voucher  sys- 
tems, a  whole  variety  of  things — on  a 
control  basis  in  this  coming  fiscal 
year.  We'\  e  budgeted  the  money  for  it. 

Could  yuu  tell  me  what  communi- 
ties you've  chosen  as  laboratories? 

Finch;  We  ha\en't  signed  any  firm 
contracts  yet,  but  it  looks  like  Seattle, 
Wa.sh.  and  Gary,  Ind.  will  get  the 
nod  for  the  first  experiment.  This  will 
be  a  system  under  which  people  on 
welfare  who  get  a  job  will  be  able  to 
keep  considerably  more  of  the  wel- 
fare money  they  were  getting  than 
now.  It's  an  incentive  system  to  make 
it  attractive  for  people  on  welfare  to 
work. 

\Vhat  contributions  do  you  think 
industry  .should  strive  to  make?  In- 
dustry, of  course,  has  to  consider  the 
interests  of  the  stockholder  as  well  as 
those  of  the  community. 

Finch:  There  are  so  man>'  contribu- 
tions industry  could  make,  I  could  go 


on  and  on.  We've  been  trying  to  get 
our  community  colleges  to  emphasize 
technical  training  as  opposed  to  the 
liberal  arts.  Industry  could  supply 
faculty  members.  Industry  could  do  a 
great  deal  more  in  the  whole  preven- 
tive medicine  field,  more  than  just 
giving  middle  management  and  higher 
management  people  some  physical 
examinations.  Industry,  for  example, 
could  supply  every  emplo\ee  with 
material  he  could  take  home  on  what 
he  and  his  family  should  do  to  remain 
healthy,  on  what  his  wife  should  do 
to  keep  the  children  healthy,  includ- 
ing the  pre-school  children.  Industry 
can  do  a  job  in  educating  people 
about  the  whole  environmental  pic- 
ture, and  it  can  do  a  job  within  its 
own  sphere  on  the  problems  of  pollu- 
tion and  the  disposal  of  waste  and  the 
conservation  of  our  resources. 

I  might  say  that  in  all  these  fields, 
I  have  found  industry  eager  to  re- 
spond. In  some  cases,  ihey  overreact, 
oxerrespond;  they  respond  clumsily. 
One  reason  is  the  Government  hasn  t 
aKva>'s  gi\en  proper  guidance. 

W'lien  you  talk  about  overrespond- 
ing  and  responding  clumsily,  could 
you  give  an  example? 

Finch:  Yes.  1  can  t  mention  the  name 
of  the  company,  I  can't  even  mention 
what  it  does  because  \ou'd  then  be 
able  to  figme  out  the  name.  Anyway, 
this  company  set  up  a  project  to  create 
work  for  the  hard-core  unemployed. 
Howe\er,  the  project  wasn't  related  to 
anything  else  the  company  did.  It 
didn't  fit  into  the  company  stiucture. 
It  was  a  make-work  project. 

You  mean  a  kind  of  private  WTA, 
a  leaf-raking  project? 

Finch:  Yes,  and  I  beliexe  the  stock- 
holders, if  they  knew  about  it,  v\'ould 
have  every  right  to  bring  action 
against  management.  The  project  was 

(Continued  on  page  82) 
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We  started  with  cash  registers, 
ow  NCR  computers  read  customers' 


il 


Today  NCR  makes  computers  that 
process  so  much  information  from 
our  cash  register  tapes,  it's  Hke  being 
able  to  read  customers'  minds. 

Store  managers  know  instantly 
what's  selling,  what  isn't,  what's 
needed  and  where  to  display  it. 

This  same  ingenuity  helped  us 
develop  our  world-famous  NCR 
accounting  machines,  adding  machines, 
cash  registers  and  computers. 

The  only  family  of  machines  that 
gives  you  total  systems! 


tmmf. 


NCR 


THE  NATIONAL  CASH  REGISTER  CO    DAYTON  4S409  9 
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What's  llfeet  tall, 

walks  on  4  legs 

ind  drinks  gasoline? 

Dne  of  several  machines  being  developed  by  General  Electric 
o  do  things  no  machine. ..or  no  man. ..has  ever  done  before. 

It  looks  like  something  out  of  science  fiction.  But  it's  something  out  of  science.  The  science  of 

Cybernetic  Anthropomorphous  Machine  Systems.  CAMS,  for  short. 

CAMS,  quite  simply,  are  machines  that  copy  and  magnify  man's  own  movements. 

The  man  in  this  machine,  for  instance,  can  actually  "feel"  where  it's  walking. 

He's  even  able  to  make  it  flick  aside  heavy  obstacles . . .  lift  hundreds  of  pounds  out  of  the  way 

without  losing  its  balance.  Soon  he'll  be  taking  it  over  fallen  trees,  across  rough  terrain. 

This  walking  machine  is  being  developed  for  the  U.  S.  Army  by  General  Electric. 

GE  has  already  applied  CAMS  principles  to  build  machines  that  are  at  work  on  production 

lines.  And  is  planning  others  to  work  at  construction  sites  and  even  in  space. 

Machines  that  will  enable  man  to  do  things  he's  never  done  before. 

General  Electric  is  easing  man's  work  in  many  ways.  Process  computers  are  running  steel 

mills.  Industrial  x-rays  are  measuring  ingredients  inside  packages. 

Electric  motors  are  freezing  food,  opening  cans, 

washing  dishes  and  doing  dozens  of  other  household  chores. 

It's  a  nice  way  to  make  progress— letting  machines  do  the  work  for  you. 


Progress  is  our  most  important  product 


GENERAL 


ELECTRIC 


Fiberglass 


HATTERAS 


The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2382  Kivett 
Drive,  High  Point,  N.  C.  27261 
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Hatteras  Yacht  Division 

North  American  Rockwell 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  y»  to  Vi 
higher. 

Over  5,000  styles  $100  to  $100,000 


I  Send  for  FREE  80-PAGE  CATALOG 

I   EMPIRE   DIAMOND   CORP.,   DEPT.  46 

I  Empire  State  BIdg.,  New  York,  N.Y.  10001 

I  NAME 

I  ADDRESS 

I   ZIP 
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not  soundly  conceived  or  executed.  It 
was  a  waste  of  money.  It  did  nothing 
for  the  company  and  it  did  nothir>g 
for  the  men  who  got  the  jobs  because 
it  was  a  useless  project. 

In  contrast,  I  can  think  of  a  striking 
example  of  success.  Again,  I  won't 
mention  the  company,  but  it  owns  a 
number  of  gas  stations.  These  must 
be  painted.  It  set  up  people  as  con- 
tractors. It  trained  them.  It  developed 
managerial  skills  in  them.  When  they 
were  ready,  they  took  over  the  job. 
This  is  the  most  effective  device  of 
all,  because  it  gives  these  people  a 
piece  of  the  action. 

I  take  it  this  is  an  oil  compamj. 

Finch:  Yes,  but  it  can  be  done  by 
any  number  of  companies.  You  have 
a  telephone  company.  It  has  a  certain 
number  of  telephone  booths.  The 
electric  bulbs  constantly  need  chang- 
ing. And  that  will  be  true  as  long  as 
the  booths  are  there.  Again,  you  set 
up  a  contractor,  train  him.  That  con- 
tract alone  is  money  in  the  bank  for 
him. 

You  know,  the  best  devices  are  the 
simple  devices,  like  painting  gas  sta- 
tions, changing  light  bulbs.  The  great 
problem  is  that  many  companies  don't 
think  in  simple  terms.  They  want  to 
hire  a  great  number  of  Negroes.  They 
train  them  to  make  some  complex 
thing.  Well,  obviously,  the  lead  time 
required,  first  to  train  people  without 
any  real  experience  and  second  to  get 
that  production  line  in  operation 
alone  will  defeat  the  project. 

Can  we  talk  about  education  for  a 
moment  or  two?  In  most  communities, 
this  is  by  far  the  biggest  item  in  the 
budget.  And  most  communities  have 
just  about  reached  the  limit  on  what 
they  can  spend  for  education.  Does 
this  mean  the  Federal  Government 
tvill  have  to  assume  an  increasing 
share  of  the  cost  of  education? 

Finch:  Part  of  the  answer  goes  back 
to  what  I  talked  about  when  I  out- 
lined our  new  welfare  plan.  If  the 
Government  foots  the  bill  for  a  mini- 
mum standard  of  welfare,  this  will  free 
state  and  local  funds.  They  could  be 
used  for  education  or  you  could  give 
the  states  and  localities  options  on 
how  they  spend  the  money. 

Yes,  the  Federal  Government  is 
going  to  have  to  pick  up  a  bigger  and 
bigger  part  of  the  tab  for  education 
without  taking  over  any  greater 
degree  of  control  than  has  been  man- 
dated to  us — say,  in  the  field  of  civil 
rights  compliance.  A  larger  and  larger 
chunk   of  federal   revenues,   particu- 


larly after  Vietnam,  will  have  to  go 
into  the  entire  field  of  education  right 
up  to  the  community  college  level. 

On  the  subject  of  health:  Like  the 
cost  of  welfare,  the  cost  of  Medicaid 
and  Medicare  is  going  out  of  sight. 
What  can  be  done  about  the  problem? 

Finch:  We've  already  done  something 
about  it.  We've  cut  out  cost-plus 
for  everything  except  hospital  care. 
■  They're  still  getting  a  2%  cost-plus 
bonus.  It's  the  only  cost-plus  contract 
left,  but  we're  going  to  cut  that  out 
eventually,  too.  I'm  getting  a  lot  of 
flak  from  the  American  Hospital  Asso- 
ciation on  this,  but  we  have  to  take 
drastic  measures.  Hospital  costs  are 
the  biggest  problem  because  70%  of 
hospital  costs  are  for  labor.  The  ob- 
vious answer  is  that  you've  got  to  get 
people  out  of  hospitals  into  extended- 
care  facilities,  which  are  much 
cheaper.  If  you  can  cut  the  average 
time  people  spend  in  hospitals  by  only 
a  couple  of  days,  you'll  save  millions. 
Also,  we  must  put  more  emphasis  on 
preventive  medicine.  As  I  said,  this  is 
one  thing  industry  can  do  a  great  deal 
about. 

We  don't  have  enough  extended- 
care  facilities  right  now  but  they're 
coming.  We  already  have  about  50 
major  companies  that  have  become 
involved  in  this  business  and  I  guess 
about  30  of  them  have  gone  public. 
Of  course,  any  new  industry  means 
another  can  of  worms,  but  we've  got 
to  break  away  from  the  almost  total 
absorption  of  the  medical  profession 
in  hospitals. 

Drugs  are  a  big  problem,  too.  Your 
own  state  of  California  has  a  program 
to  encourage  use  of  generic  name 
drugs  rather  than  brand  names  be- 
cause they  are  cheaper.  Do  you  see 
that  as  a  coming  thing  in  the  nation? 

Finch:  Absolutely. 

How  tcill  it  come  about? 

Finch:  It's  already  started  coming 
about.  Neighborhood  health  centers 
have  taken  the  lead,  but  the  idea  is 
catching  on.  More  and  more  private 
physicians  are  switching  from  brand 
names  to  generic  drugs.  • 

Won't  the  pharmaceutical  com- 
panies fight  it  tooth  and  nail? 

Finch:  They  shouldn't.  They  should 
recognize  that  a  great  many  people, 
who  couldn't  get  drugs  because  they 
couldn't  afford  them,  would  be  get- 
ting them  now.  So  they'd  be  increas- 
ing their  markets.  Over  the  long  haul,  i 
they  would  make  more  money.  ■ 
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We  helped 

build  America. 

Now  we  keep  it 

moving. 


Santa  Fe,  in  its  101st  year  is  moving  toward  new  ways  to  serve 
America's  growing  need  for  faster  and  more  efficient  distribution  methods. 
Talk  about  fast  service.  We  give  you  "Super  C",  the  world's  fastest 
freight  train.  Now  running  as  a  market-tester  for 
Piggy-Back  and  container  cargos  between  Chicago, 
Kansas  City  and  Southern  California. 

Talk  about  communications.  Our  microwave 
network  and  data  center  uses  third-generation 
computers  to  keep  constant  control  of  car  movements, 
and  to  help  develop  new  methods  that  serve  you  better. 

How  about  capital  expenditures? 
During  1969,  we're  spending  $190  million  for  new 
equipment,  modernization  of  facilities  and 
development  of  new  projects. 

For  our  equipment  fleet  we  are  acquiring  2,600 
new  freight  cars,  90  high  horsepower  diesels,  25  remote 
locomotive  control  units,  1,263  vans  for  highway  and 
Piggy-Back  service,  along  with  other  vehicles. 
We're  completing  a  multi-million  dollar 
expansion  of  our  automated  freight  classification 
terminal  at  Kansas  City. 

We're  expanding  diesel  shops,  Piggy-Back 
and  automobile  handling  facilities  for 
Chicago,  Texas  and  California. 

Other  major  improvements  include  the 
replacement  of  417  track  miles  with  continuously 
welded  rail  and  the  construction  of  a  31-mile  spur 
track  to  serve  new  sulphur  deposits  in  West  Texas. 
And  we're  constructing  2,000  miles  of  Gulf  Central  Pipeline  to 
transport  anhydrous  ammonia  from  producing  areas  of  Louisiana  to  the 
farmlands  of  central  U.S.A. 

We  want  to  serve  you  better,  no  matter  how  you  want  to  ship:  by  rail, 
by  highway,  Piggy-Back  or  container,  and  by  pipeline.  And  through 
industrial  development,  we  can  provide  plant  sites  across  13,000 
miles  of  one  of  the  fastest  growing  sections  of  the  U.S.A. 
We  helped  build  America.  Now  we  keep  it  moving. 


Santa  Fe 


Santa  Fe 


Santa  Fe's  Passenger  Fleet  for  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN,  •  Chicago-San  Francisco-SAN  FRANCISCO  CHIEF  .  Chicago-Houston-TEXAS  CHIEF 
ORBES,  JUNE  15,  1969  83 


''The  Most  Fleeting  Asser 


That's  what  makes  small,  profitless  Recognition  Equipment  rank  among  the  500  largest  corpor- 
ations in  stock-market  value.  But  can  RE  continue  to  walk  a  tightrope  on  the  edge  of  technology? 


A  Dallas  company  called  Recognition 
Equipment,  Inc.  made  its  first  sale 
only  five  years  ago.  It  went  public 
four  years  ago  at  $20,  a  price  that 
climbed  to  a  high  of  $102  last  year, 
then  dropped  to  $65  recently.  But 
one  thing  you  can  say  for  RE's  stock: 
Regardless  of  the  price,  it  doesn't 
have  a  high  price/earnings  ratio.  Not 
unless  you  count  infinity,  because  RE 
simply  hasn't  had  any  earnings  at  all. 
In  fiscal  1968  revenues  were  but 
$13.7  million,  losses  $2.7  million, 
long-term  debt  $9.7  million.  Despite 
all  this,  Recognition  Equipment  had 
a  year-end  stock-market  value  of  $354 
million  to  rank  418th  in  the  Forbes 
Directory  Issue  {May  15). 

"I  guess  this  proves  that  the  be- 
havior of  the  security  market  is  com- 
pletely irrational,"  says  Herman  L. 
Philipson  Jr.,  the  engineer  who 
founded  and  heads  RE.  "Certainly, 
it's  a  challenge  to  management  to 
justify  this  stock  price." 

RE  designs  and  makes  optical  char- 
acter recognition  (OCR)  systems — 
optical  readers  and  related  equipment. 
These  are  instruments  that  can  read 


printed  forms  and  feed  what  they 
read  into  computers." 

There  are  at  least  nine  other  com- 
panies in  the  OCR  field,  including 
IBM,  NCR  and  RCA.  Recognition 
Equipment's  optical  readers  differ 
from  those  of  other  companies  in  two 
ways:  1)  They  can  read  an  entire 
character  at  a  time,  instead  of  segment 
by  segment,  and  2)  they  are  far  more 
expensive — three  to  five  times  as 
costly.  With  a  computer  and  related 
equipment,  an  RE  system  sells  for 
$600,000  to  $800,000. 

Recognition  Equipment's  competi- 
tors naturally  deny  that  RE's  optical 
readers  are  superior  to  what  they  have 
on  the  market,  but  the  fact  remains 
that,  despite  high  prices,  sales  of  RE's 
equipment  have  been  rising  steadily. 
They  jumped  from  $670,000  in  1966 
to  $4  million  in  1967  and  to  $13.7 
million  last  year.  Value  of  equip- 
ment shipped  (70%  of  RE's  output  is 
leased)  was  $27.3  million  in  1968. 
This,  according  to  one  trade  group, 
represented  39%  of  the  industry's  out- 
put. Says  Philipson:  "Two  years  ago, 
almost  all  oil  companies  were  using 


OCR  equipment  made  by  our  com- 
petitors. Now,  85%  of  the  oil  business 
is  ours,  even  though  our  equipment 
co^ts  more." 

Beyond  the  Horizon 

Apparently  what  makes  Recogni- 
tion Equipment  so  attractive  to  inves- 
tors are  the  estimated  potentialities  of 
the  OCR  market.  Philipson  says  that 
of  the  70,000  computers  now  in  use 
only  1%  are  linked  to  optical  readers. 
By  1975,  he  predicts,  there  will  be 
150,000  to  170,000  computers  in  use, 
and  25%  will  be  linked  to  optical 
readers.  That  would  mean  a  breath- 
taking $4.2-billion  market. 

Philipson,  moreover,  is  looking  be- 
yond that  juicy  plum.  He  plans  to 
manufacture  a  wide  line  of  new  prod- 
ucts compatible  with  his  Electronic 
Retina,  which  is  RE's  trademark  for 
its  optical  readers.  Already,  RE  has 
five  new  products  on  the  market. 

Two  years  ago,  RE  set  up  two  par- 
tially owned  subsidiaries,  Docutel 
Corp.  and  Corp.  S.  Soon  Docutel  will 
begin  producing  credit-card-activated 
currency  dispensers;  it  is  also  devel- 


The  Paper  Society.  Selling  on  credif  n)eans  a  lot  o/ 
paperwork.  A  Recognition  Equipment  document  carrier 
system,  shown  here  during  testing,  can  "read"  up  to 
1,200  credit  card  slips  a  minute  and  transmit  data  into 


a  computer  for  billing.  Says  President  Philipson:  "It's 
not  practical  to  make  credit  transactions  without  re- 
ceipts. You  need  to  prove  that  the  purchase  was  made. 
There'll  be  a  lot  more  paper  before  there'll  be  less." 
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Philipson  of  Recognition   Equipment 


oping  a  prototype  automated  bag- 
gage handling  system  tor  airlines. 

Corp.  S  is  a  service  company  that 
has  set  up  optical  reader  service 
bureaus  in  six  cities  for  companies 
that  can't  afford  to  buy  RE  equip- 
ment. Four  of  the  centers  are  joint 
ventures  with  banks  (including  New 
York's  Chemical  Bank  and  North  Car- 
olina's Wachovia  Bank).  "All  future 
centers  will  be  joint  ventures,"  says 
RE  Senior  \'ice  President  Merle  J. 
\'o]d:ng.  "We  have  the  technology, 
and  the  banks  have  the  community 
standing  and  customers." 

At  first  glance,  the  whole  RE  setup 
might  appear  to  justify  the  optimists. 
But  a  closer  look  makes  the  future  of 
Recognition  Equipment  a  gamble.  For 
one  thing,  the  giants  haven't  really 
been  paying  much  attention  to  the 
optical  character  recognition  field — 
yet.  The  market  still  is  minuscule. 
IBM,  for  example,  reportedly  has  an 
optical  reader  that  can  read  entire 
characters,  just  like  RE's,  but  it  hasn't 
yet  bothered  to  market  it.  If  the  mar- 
ket does  increase  sixtyfold,  as  Philip- 
son  predicts,  the  giants  are  certain  to 
move  and  move  aggressively. 

There's  another  cloud  on  RE's  hori- 
zon, and  Philipson  is  the  first  to  admit 
it.  Technology  in  the  whole  computer 
field  is  racing  ahead  at  breakneck 
speed.  Some  new  development  by 
po.ssibly  IBM  or  RCA  or  any  other 
company  could  obsolete  Recognition 
Equipment's  products  and  wreck  the 
company. 

"Our  success  or  failure  in  OCR," 
Philipson  says,  "will  determine  our 
future.  Technological  leadership  is 
the  most  fleeting  asset  in  the  world. 
The  most  important  part  of  our  busi- 
ness is  to  see  that  we  maintain  our 
leadership  through  research  and  en- 
gineering. That's  why  we'll  spend  al- 
most $6*  million  on  R&E  this  year. 
We  could  have  turned  out  a  better 
P&L  statement  last  year,  but  we'd 
rather  not  compromise  our  future  for 
short-teiTn  profits. " 

This  statement  sa>'s  a  lot  about 
Recognition  Equipment.  It's  a  com- 
pany with  its  eyes  on  the  big  time  and 
the  distant  future,  not  on  the  quick 
killing.  For  example,  the  70%  of 
shipments  last  year  that  were  leased 
instead  of  sold  penalized  current  earn- 
ings for  the  sake  of  future  profits. 
And  because  leased  equipment  must 
be  depreciated,  RE's  accelerated  de- 
preciation last  year  was  nearly  20% 
of  sales,  about  50  cents  a  share. 

Conservative  bookkeeping  is  not,  of 
course,  any  guarantee  of  success.  But 
it  does  tell  a  great  deal  about  the 
company's  goals.  Philipson  doesn't 
want  to  just  make  it,  he  wants  to 
make  it  big.  In  this  business,  that  may 
be  the  safest  way  to  play  the  game.  ■ 
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To  investors 
who  don't  think 
biggest"  is 
automatically 
best... 

We're  not  the  biggest  brokerage 
firm  in  the  world  — and  we  have  no 
aspirations  in  that  direction. 

Ever  since  we've  been  in  business, 
in  fact,  we've  followed  a  policy  of 
carefully  controlled  growth  that 
would  always  permit  us  to  provide  all 
of  the  facilities  and  personnel  neces- 
sary to  maintain  Reynolds  reputation 
for  serving  its  own  customers,  period. 

Which  may  not  make  us  the  best 
brokerage  firm  in  the  business— but 
does  indicate  the  only  direction  our 
aspirations  do  lie. 

If  you're  an  investor  ^ 
yourself  and  would  like 
to  learn  more  about 
how  those  aspirations 
are  progressing,  why 
not  read  our  brand 
new  booklet  on  the 
subject? 

It's  called  Direct- , 
ing  your  attention 
to  Reynolds  & 
Co.  and  tells  you 
how  it  really  is 
when  it  comes  to  the  help  we're 
geared  to  provide  in  any  area  of 
stocks,  bonds,  or  commodities. 

If  you'd  like  a  copy— no  charge,  of 
course— just  mail  this  coupon. 


Reviiolds  &  Co. 

"  MEMBERS  NEW  YOFK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK.  N.Y.  10005 


Please  mail  me  a  free  copy  of  "Directing  your 
attention  to  Reynolds  &  Co." 


FO 


Name 


Address. 

City 

State  


.  ^ip. 
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Faces  Behind  the  Figures 


"There's  a  Helluva  Market 
Down  There" 

For  years  he  was  a  businessman 
in  Latin  America,  but  nobody  e\er 
shouted  "Yankee,  go  home!"  at 
Charles  A.  Meyer,  the  new  Assis- 
tant Secretary  of  State  for  Inter- 
American  Affairs.  He  worked  for 
Sears,  Roebuck  &  Co.,  and  below 
the  border  Sears  (pronounced  Sa\- 
ahr.?)  is  considered  the  very  model 
of  a  U.S.  business  enterprise. 

Sears  moved  into  Latin  .\merica 
in  1947  because,  sa\s  Me\er,  Gen- 
eral Robert  E.  Wood,  who  was 
then  chairman,  believed  "there's  a 
helluva  market  down  there."  Meyer 
helped  to  set  up  the  first  stores  and 
later  became  head  of  Sear's  Latin 
American  division  when  Wood 
proved  right.  The  division  has 
grown  to  100  stores  and  sales  offices. 

It  was  Meyer  who  helped  devise 
the  policy  that  has  made  Sears  so 
successful  (politicali\,  as  well  as 
economically) — putting  Latins  in 
charge  of  Sears'  stores  and  of  giv- 
ing emplo\ees  a  financial  stake  in 
the  enteiprise.  Wherever  possible. 
Sears  also  buys  from  local  manufac- 
turers, gi\ing  them  a  financial 
stake,  too. 

U.S.  oil  and  mining  companies 
have  long  had  trouble  in  Latin 
America,  but  Me\er  says  their  ex- 
perience is  not  t\pical.  Latins  have 
a  special  feeling  about  subsoil 
wealth,  as  indicated  by  what  is  al- 
most a  war  cr\"  everywhere  below 
the  border:  "The  oil  is  ours."  Other 
than  that,  Me\er  says,  the  invest- 
ment climate  is  still  as  good  as 
Wood  thought.  "If  \'Ou're  not  in 
something  big  and  emotional,  like 


Tall  Banker 

It  skemed  only  natural  last  month 
that  Alden  ^\^  (Tom)  Clausen,  a 
neat,  trim,  bespectacled  man  of 
46,  should  be  talked  about  as  the 
next  president  of  the  Bank  of 
America.  He  was  named  vice  chair- 
man of  the  bank's  board,  the  post 
former!)  held  by  B  of  A  President 
Rudolph  A.  Peterson.  When  Peter- 
son retires  in  December,  law\er 
Clausen  (University  of  Minnesota), 
who  has  spent  20  years  in  the 
banking  business,  all  of  them  with 
B  of  A,  seems  like  a  natural  to  suc- 
ceed him. 

In  all  likelihood,  Clausen's  first 
attention   will   not    be   the   bank's 


Charles  A.  Meyer 


oil  or  copper,  the  ten-year  look- 
ahead  is  tremendous.  There's  a 
large  population  and,  with  increas- 
ingl\-  improved  fiscal  and  budget- 


ary policies  [by  the  Latin  govern- 
ments], the  people  are  going  to 
have  more  and  more  money  to 
spend."  ■ 


recent  push  on  international  ex- 
pansion (sec  p.  61).  That  has  been 
going  so  well  he  can  afford  to  con- 
centrate on  problems  right  at  home. 
These  are  multitudinous.  Among 
them:  structuring  the  bank's  new 
holding  company,  coping  with  tight 
mone\-  and  fending  oft  growing 
competition.  Wells  Fargo,  Union 
Bank  and  Crocker-Citizens  are  fol- 
lowing B  of  A  in  trying  to  blanket 
the  state  of  California  with  branch 
offices.  "Bankers  of  tomorrow  must 
be  ten  feet  tall  if  they  are  going 
to  measure  up  to  these  challenges," 
Clausen  says.  'Tersonalh,  I  wel- 
come competition.  It  spurs  you  on 
to  trying  newer  and  more  imagina- 
tive ways  to  get  growth."  ■ 


A.  W.  Clausen 
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Patrick  J.  Hughes 

All  This  and  Blarney  Too 

Quick  now.  What  country  has  the 
largest  silver  mine  in  Europe? 
Wrong.  It's  Ireland.  Last  year  the 
isle  of  saints  and  scholars  produced 
1.5  million  ounces  of  silver,  along 
with  78,000  tons  of  lead,  93,000 
tons  of  zinc  and  5.4  million  pounds 
of  copper. 

These  results,  plus  the  geological 
promise  of  more,  has  attracted  ex- 
ploration by  such  miners  as  Rio 
Tinto  Zinc,  American  Smelting  & 
Refining,  Patino  and  Consolidated 
Gold  Fields.  They  have  all  come  in 
the  wake  of  an  Irish  emigrant 
named  Patrick  J.  Hughes  who  was 
bom  in  Northern  Ireland  45  years 
ago,  immigrated  to  Canada  when 
he  was  25  and  re-immigrated  to 
Ireland  in  1957.  Hughes  discovered 
ore  in  Galway,  among  other  places, 
and  his  Northgate  Exploration  Ltd. 
is  the  leading  factor  in  the  Irish 
play.  Perhaps  "discovered"  is  im- 
precise. Countless  generations  of 
Irish  fanners  have  known  there  was 
something  beneath  the  rocky  soil 
of  Ireland's  west  country.  For  one 
thing,  their  chickens  died  from  ele- 
ments in  the  water.  The  resident 
authorities  in  Dublin  were  likewise 
conscious  of  it,  but  in  an  academic 
sort  of  way. 

It  took  a  Christian  Brother  from 
Wales — where  they  take  their  min- 
ing seriously — to  fire  the  imagina- 
tions of  Pat  Hughes  and  his  fellow 
pupils  in  a  grade  school  in  Newry, 
in  Northern  Ireland.  "The  1870s  and 
1880s  had  seen  the  end  of  effective 
mining  in  Ireland,"  says  Hughes  in 
his  Dublin  oflBce  today.  "But  this 


brother  over  from  Wales  would 
bring  mineral  samples  into  class 
and  the  boys'  imaginations  would 
set  off  on  Comstock  lodes  and  all 
the  rest." 

So  prepared,  Hughes  went  to 
Canada  in  1949  and  was  soon  claim 
staking  in  the  uranium  boom  of 
1952.  "But  1  kept  coming  back  to 
Ireland  on  holidays,"  he  says  in  the 
soft,  north  of  Ireland  accent — 
which  is  like  a  Scottish  burr  with 
cream  poured  over  it — "and  the  few 
people  interested  in  Irish  minerals 
would  make  a  rush  for  us."  Hughes 
was  a  willing  audience,  and  in 
1957,  with  backing  from  two  To- 
ronto investment  houses,  he  and  his 
friends  began  prospecting  in  earn- 
est in  the  we3t  of  Ireland.  In  1961 
they  found  a  mine  at  Tynagh  in 
County  Galway. 


Northgate  took  $7.6  million  in 
earnings  out  of  Tynagh  last  year — 
all  tax  free  because  of  a  20-year 
tax  holiday  granted  by  the  Irish 
government.  The  Hughes  group 
now  encompasses  15  million  tons 
of  ore  reserves  in  Galway  and  Tip- 
perary,  exploration  activities  in  Ire- 
land, Canada,  Australia  and  New 
Caledonia,  and  a  planned  $30-miI- 
lion  smelter  in  Ireland.  Northgate  is 
seeking  listing  on  the  American 
Stock  Exchange.  "We're  a  money- 
hungry  group,"  Hughes  says.  He 
has  the  typical  miner's  vision  of 
empire — which  demands  ever  more 
money,  first  to  find  new  reserves 
and  then  to  develop  them.  Pat 
Hughes'  ever-optimistic  outlook: 
"Like  the  fella  says,  if  you  walk 
enough  and  dig  enough,  you'll  find 
something."  ■ 


One  More  Hurdle? 

FoRwoou  C.  (Bud)  Wiser  Jr.  is 
a  step  closer  to  his  long-standing 
dream  to  head  up  a  major  airline. 
From  1958  to  1966  he  was  vice 
president  for  operations  of  Ameri- 
can Airlines,  where  he  supervised 
the  tricky  transition  from  prop 
planes  to  jets.  Two  years  after 
Marion  Sadler  got  the  presidency 
of  American,  Wiser  took  the  presi- 
dency of  smallish  Northeast  Air- 
lines. In  April  long-time  TWA  boss 
Charles  C.  Tillinghast  Jr.  moved 
up  to  the  chairmanship,  and  TWA's 
board  summoned  Wiser  to  take  the 
presidency  and  chief  operating 
spot.  In  that  job,  the  48-yeai-old 
Wiser  is  almost  certainly  in  line  to 
succeed  the  59-year-old  Tillinghast 
as  chief  executive  officer  within  a 
few  years.  But  there  are  hurdles 
ahead.  TWA's  share  of  the  trans- 
atlantic market  has  been  second  to 
Pan  Am.  Its  domestic  routes  are  a 
poor  third  to  United  and  American. 
Last  year  it  filled  only  49.7%  of  avail- 
able seats  vs.  53.1%  for  the  indus- 
try as  a  whole.  Thus  although 
TWA's  revenues  last  year  ($948 
million)  made  it  the  U.S.'  third- 
biggest  airline,  its  profits  were  a 
poor  $15.5  million  (before  a  tax 
refund),  and  nearly  half  of  those 
profits  came  not  from  the  airlines 
business  but  from  TWA's  highly 
profitable  Hilton  International  hotel 
chain.  The  betting  is  that  Wiser's 
eventual  accession  to  the  top  spot 
•depends  on  how  successful  he  is  in 
making  progress  against  these 
problems.  ■ 


Forwood  C.  Wiser  jr. 
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Faces  Behind  the  Figures 


Walter  A.  Compfon 


Physician  as  Swinger 

Alka-Seltzer  lias  been  rushing  to 
people's  stomachs  since  the  early 
1930s,  when  one  of  its  first  heal- 
ing missions  was  to  revive  an  ailing 
company,  Elkhart,  Ind.'s  Miles 
Laboratories.  It  fizzes  still,  last  year 
yielding  an  estimated  25?  of  Miles' 
$11.6-million  profit.  But  now  Miles 
has  a  slew  of  other  medical  prod- 
ucts ranging  from  drugs  to  diag- 
nostic equipment,  and  lately  has 
been  venturing  much  further  afield. 
In  late  1966  Miles  bought  the  old 
Union  Starch  &  Refining  Co.,  and 
last  year  paid  $55  million  in  cash 
for  the  SOS  soap  pad  business  of 
General  Foods. 

The  face  behind  these  figures 
is  a  hyperactive  man,  who  at  57  is 
growing  a  swinger's  sideburns  and 
collects  samurai  swords,  Walter  A. 
Conipton,  M.D.  (Harvard).  His 
first  job  at  Miles  (which  his  grand- 
father helped  found)  was  to  launch 
its  One-A-Day  vitamin  pills. 

The  plnsician  in   Dr.    Compton 


comes  out  when  he  describes  why 
he  bought  Union  Starch,  then  in  a 
"serious,  serious  state  of  deteriora- 
tion." Miles  needed  dextrose  to 
produce  the  citric  acid  that  is 
used  in  making  Alka-Seltzer. 

The  swinger  takes  over  when 
he  talks  about  SOS,  the  brand  of 
soap  pads  that  Miles  acquired  after 
the  Justice  Department  ordered 
General  Foods  to  sell  it — fast. 
Compton  bought  the  company  in 
just  six  weeks.  "Fundamentally,"  he 
explains,  "we  wanted  expertise  in 
consumer  marketing  in  the  non- 
medical area  of  distribution.  In  the 
medical  area  we're  experts,  but 
not  in  the  nonmedical."  Now 
Compton  expects  to  move  SOS 
into  specialized  products,  such  as 
a  new  copper  and  siher  cleaner. 

With  sales  ahead}-  at  the  $228- 
million  level  and  profits  amounting 
to  a  strong  21?  on  stockholders' 
equity,  Compton  counts  on  a  com- 
bination of  internal  growth  and 
acquisitions  to  double  Miles'  sales 
and  earnings  within  six  xears.  ■ 


A  Job-Hopper?  Who,  Me? 

Just  over  a  year  ago,  Dr.  Robert  A. 
Charpie  left  Union  Carbide  Corp., 
where  he  was  head  of  the  electron- 
ics division,  to  become  president  of 
Bell  &  Howell  Co.,  a  leading  maker 
of  photographic,  electronic  and 
business  equipment.  A  nice  move 
up.  This  month  Charpie,  4.3, 
mo\'ed  again — to  become  head  of 
Boston's  Cabot  Corp.,  the  world's 
biggest  producer  of  carbon  black 
and  the  equal  of  B&H  in  earnings 
(just  under  $13  million  in  1968) 
though  smaller  in  sales  ($168  mil- 
lion us-.   $280  million). 

Why?  "I  got  a  chance  to  be  No. 
One,"  says  Charpie.  There  was 
little  chance  of  that  at  Bell  &  How- 
'll  since  Charpie  and  B&H  Chair- 
man Peter  G.  Peterson  are  the  same 
age.  "Cabot  also  is  in  businesses 
that  are  quite  familiar  to  me," 
Cliaipie  continues.  "Its  success  de- 
pends on  its  ability  to  create  not 
only  products  but  processes.  Bell  & 
Howell  is  not  a  processing  com- 
pany. I  ha\-e  been  in  processing 
most  of  my  life." 

This,  then,  is  a  man  returning  to 
his  first  love?  "I  don't  like  to  get 
lined  up  on  that  one,"  he  answers. 
'I  like  both  companies.  1  had  a  lot 
of  fun  at  Bell  &  Howell.    Then  win- 


not  stay  and  accomplish  some- 
thing major  before  moving  on?  "If 
I  had  had  m\  druthers,  I  would 
have.  But  I  wasn't  sure  another 
thing  like  this  would  come  along 
ever." 

Charpie  thinks  he  did  contribute 
something  to  B&H.  'They'd  made 
a  string  of  acquisitions  just  before 
I  got  there.  A  couple  were  in  pretty 


tough  shape.  We  spent  a  lot  of  time 
doing  repair  work. "  Example: 
15&H's  \\'ilding  dixision  in  indus- 
trial communications  and  training. 
Final  question:  Isn't  there  the 
danger  of  acquiring  a  reputation  as 
a  job-hopper?  "Let's  have  no  con- 
fusion about  tliat,"  asserts  Charpie. 
"I  hope  we  ne\er  speak  on  this 
subject  again."  ■ 


Roberf  A.  Charpie 


I  creating  a 


How  good  IS  a  school^   How  long  do  you 
have  to  wait  to  find  out?  Can  you  know  right 
\n    model    for     now  it  ifsdomg  a  good  job?  what  is  the 
I  ,  I  nornn?  Who  nnakes  it? 

*l  SCnOOIS.  These  are  some  of  the  questions  our  subsid 
lary.  Vitro  Corporation,  is  facing  up  to.  To  answer  them 
they're  devising  a  computer  simulation  technique  that  might 
someday  change  our  whole  conception  of  what  is  a  good 
school  and  what  isn't 

Taking  off  from  its  submanne  combat  sim.uiation  experi 
ence  for  the  Navy,  Vitro  is  constructing  a  computer  model  of 
a  school  using  a  fantastically  wide  range  of  variables,  from 
student  I  Q  to  teacher /student  ratio,  to  neighborhood 
economy,  social  attitudes,  cultural  milieu,  and  practically 
everything  else  you  can  think  <y  V^hat  they  hope  to 


com,e  up  with  at  the  end  of  several  years  work  (in  cooperation 
with  a  rather  typical  school  district)  is  a  model  that  will  be 
valid  everywhere,  so  that  any  school  principal  can  know  at  any 
time  whether  his  school  is  doing  a  good  job  or  not. 

Vitro  Corporation  is  our  resident  corps  of  thinkers,  plan- 
ners, analyzers,  researchers,  managers  and  just  general  com- 
puter types    They're  an  important  innovating  element  of 
Automation   Industries,   the  company  that   is  also  shaking 
things  up  m  materials  evaluation  (including  nondestructive 
testing),  technical  services,  industrial  products  and  aerospace 
structures.  In  whatever  field  we  find  ourselves,  one 
thing  we've  learned  is  that  there's  really  only  one  ^^ 

model  to  follow  — well  enough  can  always 
be  done  a  little  better 


AUTOMATION  INDUSTRIES,  INC. 
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1901  Building /Century  City /Los  Angeles    California  90067 


If  you  think  total-electric 
homes  are  the  coming  thing, 
you're  wrong. 


They're  here.  Somewhere  in  the 
American  Electric  Power  System 
last  December,  a  meter  installer 
hooked  up  our  100,000th  total- 
electric  home. 

We  have  estimated  that  55%  of 
all  housing  started  in  the  AEP  serv- 
ice area  in  1 968,  including  83%  of 
all  apartment  units,  were  total-elec- 
tric. This  figure  demonstrates  once 
again,  that  in  our  area  total-electric 
homes  are  by  farthe  leading  choice 
of  homeowners. 

Each  year  now,  we  add  more 
and  more  to  our  System.  Last  year, 
1 6,894  were  added.  And  by  1 980 
we  expect  to  have  a  total  of 
500,000. 

In  the  past  year,  AEP  also  served 


261  total-electric  industrial  build- 
ings and  approximately  3,900 
total-electric  commercial  customers, 
which  included  550 school  buildings. 

In  1  968  our  System  sold  more 
electric  energy,  achieved  lower  unit 
prices,  received  higher  revenues 
and  recorded  greater  earningsthan 
ever  before. 

Net  earnings  were  $99.8  million, 
which  represented  an  increase  of 
6%.  And  earnings  on  common 
stock  were  $2.10,  compared  with 
$2  in  1  967  when  there  were 
300,000  fewer  average  shares 
outstanding. 

These  results  were  achieved  de- 
spite the  deep  inroads  made  in  our 
earnings  by  the  1 0  %  tax  surcharge. 

Our  expenditures  for  expansion 
in  1968  totaled  $314  million.  For 
1 969  and  again  in  1 970,  we  antici- 
pate an  annual  construction  budget 
of  $400  million.  Assuring  power  a- 
plenty  to  meet  the  increasing  de- 
mand for  electric  heat  and  all  other 
uses. 

Electric  heat  is  not  a  thing  of  the 
future.  It's  already  here. 


American  Electric  Power  System 

Appalachian  Power  Co.,  Indiarc.  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingspori  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


Faces  Behind  the  Figures 


"Tighten  Up  and  Shape  Up" 

Anyoxe  who  wants  to  see  which 
way  the  pohtical  wind  is  blowing 
in  Washington  might  reflect  on  the 
abo\e  piece  ot  achice  to  defense 
contractors  by  Representative 
George  H.  Mahon.  Unless  the\  do, 
sa\s  the  6-foot-2  Texas  Democrat, 
who  is  chairman  of  the  House  Ap- 
propriations Committee,  it  will  be- 
cxjme  increasingly  difiBcult  to  get 
defense  appropriation  bills  through 
Congress. 

Mahon  should  know  what  he  is 
talking  about.  As  chairman  of  the 
House  Defense  Appropriations  Sub- 
TOmmittee.  he  pushed  through 
•S82.7  billion  in  defense  spending 
last  \  ear.  But  he  shocked  Congress 
recently  when  he  criticized  defense 
c-ontractors  for  "making  so  man> 
mistakes."  Democratic  Representa- 
tive L.  .\Iendell  Rivers  of  South 
Carolina,  chairman  of  the  House 
Armed  Services  Committee,  was 
provoked  into  an  unprecedented 
public  outburst.  He  accused  Mahon 
of  "pla\ing  into  the  hands  of  the 
enemies  of  the  military." 

"That's  not  right,"  sa\s  Mahon. 
"I'm  strong  for  defense.  It's  just 
that  some  of  these  defense  contrac- 
tors are  their  own  worst  enemies." 
The  public,  he  explains,  is  "be- 
coming aroused  by  the  blunders 
that  some  of  these  defense  con- 
tractors are  making."  As  e.xamples 
of  defense  mistakes  he  cites  the 
$2.5-milIion  loss  when  a  brand-new 
Xavy-built  nuclear  submarine  sank 
at  its  dock;  the  S2-billion  cost 
ovenun  on  Lockheed's  C-.5A  jumbo 
jet  troop  carrier;  and  the  Chr\sler- 
built  Sheridan  Shillelagh  tank  that 
fell  far  below  specifications. 

NN'hat  specifically  should  tlie  de- 
fense contractors  do? 

"They  can  do  a  better  job  on 
tontracts  where  the\  create  new 
weapons,"  sa\s  Mahon.  "The>  can 
be  more  realistic  in  evaluating 
their  own  capabilities.  Its  realK 
bad  when  a  company  tries  to  get 
its  nose  under  the  tent  on  a  con- 
tract on  which  it's  not  really  able 
to  deliver — and  just  keeps  the 
spending  going.  They're  putting  too 
much  gimmickry  in  some  weapons 
that  are  becoming  .so  complex 
they're  not  workable.  They  try  to 
persuade  the  Departme»it  of  De- 
fense to  launch  programs  that  can't 
possibly  be  perfected  as  practical 
weapons."  ■ 
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The  Money  Men 


He  Started  Something 


Insurance  companies,  if  not  in- 
surance stocks,  have  become  very 
popular  these  days.  ITT  is  trying 
to  merge  Hartford  Fire  Insurance. 
National  General  bought  Great 
American  Insurance  Co.,  Leasco 
Data  Processing  took  over  Reliance 
Insurance,  City  Investing  took  over 
Home  Insurance.  B>'  and  large  the 
acquirers  love  them,  not  for  them- 
selves, but  for  their  assets;  not  only 
do  they  have  plenty  of  assets,  they 
have  mostly  liquid  assets.  The  man 
who  sort  of  started  the  whole 
thing  is  a  six-foot-three  rawboned 
Maine  Yankee  named  John  Gos- 
nell.  Strangely  enough,  John  Gos- 
nell  is  not  a  takeover  artist;  he 
worked  for  an  insurance  company 
and  it  is  his  company  that  has  been 
taken  over.  But  it  was  Gosnell  who 
showed  what  a  little  intelligent 
aggressiveness  could  do  with  this 
once-sleepy  business. 

Gosnell,  now  54,  started  his 
career  in  1946  as  low  man  in  the 
three-man  investment  department 
of  the  Massachusetts  Protective  As- 
sociation, a  health  and  accident 
company  which  owned,  on  the 
side,  Paul  Revere  Life.  "In  those 
days,"  he  recalls,  "we  ran  the  port- 
folio very  conservatively,  the  way 
they  all  did  then.  Bonds.  Mort- 
gages. Very  little  common  stock. 
Your  job  wasn't  to  make  money.  It 
was  to  protect  money. 

"I  got  my  chance  in  the  early 
Fifties."  Through  attrition  and  sen- 
iority, Gosnell  found  himself  top 
man  in  the  department.  "I  had  a 
wonderful  boss,  Robert  Harring- 
ton, and  he  let  me  have  my  head." 
If  Bob  Harrington  said,  "give  him 
his  head,"  Gosnell  got  his  head. 
The  Harrington  family,  Worces- 
ter's richest,  were  principal  owners 
of  MPA. 

In  the  early  Fifties  insurance 
companies  were  talking  about 
moving  into  common  stocks  but 
only  a  few  were  actually  doing  it. 
It  was  a  means  of  countering  infla- 
tion. But  Gosnell  went  further.  He 
bought  not  only  blue  chips,  stan- 
dard stocks,  but  undervalued  sit- 
uations as  well,  and  he  did  some- 
thing else.  He  used  the  company's 
lending  power  as  a  means  of 
getting  a  piece  of  the  action. 
He  asked  for  and  got  equity 
kickers  with  some  of  the  loans.  An 


John  Gosnell 


equity  kicker  is  money-men  jargon 
for  an  extra  bonus  paid  to  the 
lender.  The  kicker  usually  takes  the 
form  of  options  or  warrants  on  the 
conmion  stock.  Thus,  if  the  loan 
helps  make  the  company  a  suc- 
cess, the  lender  shares  in  the 
profits;  if  the  company  isn't  a  suc- 
cess, it  still  holds  the  debt  paper. 
"Many  of  them  do  it  now,"  Gos- 
nell says,  "but  we  were  doing 
it  years  ago,  long  before  it  came 
into  fashion."  And  reaping  rich  re- 
wards. McDonald's  Corp.,  the  ham- 
burger franchiser,  made  the  rounds 
of  big  insurance  companies  for  ex- 
pansion money  back  in  1959.  "By 
the  time  they  came  to  us  they  were 
discouraged,"  Gosnell  says.  "I  lis- 
tened and  I  liked  their  approach." 
Gosnell  lent  McDonald's  $750,000 
and,  for  a  kicker,  got  the  right  to 
buy  150  shares  for  a  total  of  $250. 


By  the  time  Paul  Revere  sold  the 
McDonald's  stock  in  1967  it  real- 
ized nearly  $6  million  for  it.  With 
that  kind  of  return,  insurance  com- 
panies wouldn't  have  to  worry 
much  about  their  futures. 

Eventually,  MPA  took  the  name 
of  its  subsidiary,  Paul  Revere  Corp., 
the  Harringtons  gaining  further 
control.  But  the\'  still  owned  an 
ilnsurance  company — with  all  the 
limitations  that  meant.  And  they 
lacked  a  marketable  asset  since 
Paul  Revere  was  a  private  com- 
pany. 

It's  quite  an  interesting  story 
about  how  Gosnell  and  Paul  Re- 
vere ended  up  as  part  of  Avco, 
how  Gosnell  became  personally 
wealthy  and  how  tlie  Harringtons 
solved  their  problems.  In  1955  for 
his  o\vn  personal  account  and  that 
of    the    Harrington    clan,    Gosnell 
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f  everything  AMSTED  Industries  makes 
IS  as  beautiful  as  a  butterfly,  we'd  be  very 
oarent  to  the  public  eye  But  when  you're 
iking  for  the  aesthetic,  rather  than  the  essen  - 
you're  apt  to  miss  such  things  as  freight 
trucks,  wheels,  springs,  and  couplers 

Nievertheless.  AMSTED  products  do  get 
lund.  They're  most  often  beneath,  behind 
d  in  back  of  some  of  the  most  important 
vices  in  our  economy.  Because  what  we 
ke  is  vital  to  the  railroads,  utilities  and 


industries,  we've  grown  to  36  plants  in  1  5 
states  and  Canada. 

During  a  recent  1 6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  $60  million  in  sales.  Sixty-five 
per  cent  of  our  business  is  now  in  non-rail- 
road products.  Total  sales  are  in  excess  of 
S230  million  a  year. 

r\nisted 


Our  product  lines  include  such  essential 
items  as  roller  chains  and  sprockets,  machine 
tools,  wire  rope,  powdered  metal  products, 
prefmished  coil  steel  and  aluminum,  cast  iron 
pressure  pipe  and  vitrified  clay  pipe  for  water 
and  waste  transmission. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTED 
Industries.  Dept.  F-5,  3700  Prudential  Plaza, 
Chicago,  Illinois  60601. 


INDUSTRIES 


ERICAN  STEEL  FOUNDRIES   ■   BURGES'S-NORTON  MFG.  CO.  ■   DIAMOND  CHAIN  COMPANY  ■  GRIFFIN  PIPE  PRODUCTS  CO.  ■  GRIFFIN  STEEL  FOUNDRIES 
>•   ■    GRIFFIN  WHEEL  COMPANY    ■    LITHO-STRIP  CORPORATION    ■    MACWHYTE  COMPANY   ■    PIPE  LINE  SERVICE  COMPANY    ■    SOUTH   BEND  LATHE 
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The  Money  Men 


bought  into  a  struggling  Ontario 
(Canada)  finance  company.  "It 
was  too  speculative  for  the  insur- 
ance companies,"  Gosnell  says.  It 
was  called  Delta  Finance.  Delta, 
nourished  with  Gosnell-Harring- 
ton  money,  expanded  all  over  Can- 
ada. In  1964  Avco,  already  a  thriv- 
ing multicompany,  bought  it  as  a 
means  of  getting  into  the  finance- 
personal-services  field.  Gosnell  and 
the  Harringtons  ended  up  with  a 
big  block  of  Avco  stock  and  Gos- 
nell went  on  Avco's  executive 
committee.  From  being  an  em- 
ployee, Gosnell  became  a  capital- 
ist in  his  own  right.  His  Delta  stock 
brought  him  Avco  stock  now  worth 
about  $1.5  million.  He  also  has 
several  millions  in  other  invest- 
ments. 

But  at  this  point,  Avco  had  a 
problem,  too.  Avco,  though  cap- 
ably managed,  was  suffering  from 
its  image  as  a  defense  company 
and  it  had  no  strong  stockhold- 
ing interests;  management  felt 
vulnerable  to  a  takeover.  And,  as 
we  said,  the  Harringtons  wanted 
to  diversify  out  of  insurance.  Gos- 
nell took  the  two  problems  and 
turned  them  into  one  opportunity. 
Using  its  cash,  Paul  Revere  made 
a  tender  offer  for  Avco  stock,  and 
ended  up  with  28%  of  its  stock. 
Then  Avco  turned  around  and  ac- 
quired Paul  Revere.  That  gave  the 
Harringtons  their  diversification  and 
Avco  strong  stockholders  support. 

There  followed  one  of  the  most 
intriguing  recapitalization  jobs  U.S. 
industry  has  seen  in  recent  years 
(Forbes,  Feb.  1,  1968).  We  won't 
go  into  all  the  details  here,  but  the 
net  effect  was  to  greatly  increase 
Avco's  earnings  per  share.  Subse- 
quent Securities  &  Exchange  Com- 
mission rulings  have  weakened  the 
effects  of  some  of  this,  but  it  was  a 
sovind  and  clever  plan  all  the  same. 

As  the  advantages  of  the  deal 
began  to  davm  on  Wall  Street, 
others  began  seeing  that  insurance 
companies,  far  from  being  mon- 
grels were  actually  pedigrees. 
Their  capital  could  produce  capi- 
tal gains  which  could  go  into  par- 
ent company  earnings.  That  seems 
simple  and  obvious.  It  wasn't  so 
before  except  among  a  few  imagin- 
ative companies  like  Transamerica. 
Thus,  in  a  way,  John  Gosnell  is 
responsible  for  the  current  rash  of 
takeovers  of  insurance  firms. 

John  Gosnell  is  a  fine  illustration 


of  the  thesis  that  great  mone^'' 
managers  are  born,  not  made. 
He  never  went  to  Harvard  Busi- 
ness School.  He  went  to  Brown 
University  where  his  studies  didn't 
particularly  prepare  him  for  the 
creative  way  he  developed.  He 
went  to  work  for  the  Harringtons 
after  serving  in  the  Navy  during 
World  War  II  because  "it  seemed 
like  a  good  place  to  work."  The 
rest  was  Yankee  shrewdness  and 
common  sense. 

That  plus  a  bit  of  education. 
The  hard  way.  Having  persuaded 
the  Harringtons  to  let  him  try 
some  venture-capital-type  invest- 
ments, Gosnell  fell  flat  on  his  face. 
"We  made  a  loan  with  the  right 
to  buy  shares  attached.  The  loan 
turned  out  to  be  a  real  bomb.  It 
blew  up  on  us.  The  rights  were 
worse  than  worthless."  To  the  Har- 
ringtons' credit  they  didn't  turn 
Gosnell  off  just  because  he  flopped. 
To  Gosnell's  credit,  he  learned 
from  his  mistake. 

"The  problem  was,  I  didn't  look 
beyond  the  books.  The  numbers 
looked  good,  but  the  books  were 
being  audited  by  a  country  cousin." 
From  that  time  on  Gosnell  tried  to 
look  beyond  the  numbers  to  the 
people  and  the  philosophy  before 
he  made  investments.  There  were 
other  bad  ones  after  that  but  they 
were  far  overshadowed  by  the 
successes.  Gosnell  got  into  Rec- 
ognition Equipment  in  the  early 
Sixties;  that  $180,000  investment 
sold  for  $2.4  million  in  1966.  To- 
day it  would  be  worth  four  times 
that  amount.  A  $600,000  invest- 
ment in  Equity  Funding  in  1965 
was  worth  $2.7  million  by   1967. 

We  asked  Gosnell  an  obvious 
question:  How  do  you  pick  them? 
As  befits  his  heritage,  Gosnell  is 
parsimonious  with  words.  "I  look 
for  control,"  he  replied.  "Manage- 
ment controls." 

We  had  to  push  him  to  elabo- 
rate. He  distrusts  big  generaliza- 
tions. "Well,  control  is  several 
things.  It  means  having  a  plan  and 
knowing  where  all  your  resources 
are  at  any  moment  in  time.  It 
means  having  a  good  auditor  who 
won't  let  you  get  away  with  sloppy 
things,  who  won't  take  someone's 
word,  but  checks  for  himself.  It 
means  good  legal  counsel.  A  poor 
counsel  can  let  a  company  get  into 
trouble  before  it  realizes  what  has 
happened.  Any  of  these  things  is 


small  in  itself,  but  taken  together 
they  make  a  pattern  which  differ- 
entiates the  company  that  will  suc- 
ceed from  the  one  that  won't. 

"Control  also  means  control  over 
m^arkets  and  over  costs.  When  Mc- 
Donald's came  to  us,  they  im- 
pressed me  with  the  kind  of  con- 
trols they  had.  They  knew  every 
day  which  stores  sold  how  many 
hamburgers.  They  knew  where 
every  nickel  and  dime  was  going. 
With  that  kind  of  a  company 
you  aren't  going  to  get  unpleasant 
surprises." 

Gosnell  says  he  backed  Equity 
Funding  Corp.  because  the  princi- 
pals seemed  to  have  those  controls. 
"They  had  a  master  plan,  and 
they  showed  me  how  they  felt 
they  could  achieve  it. "  He  has,  it 
is  true,  a  habit  of  selling  to  soon. 
McDonald's  now  sells  in  excess  of 
four  times  at  which  Paul  Revere 
sold.  But  its  capital  gain  was  close 
to  infinity;  who  can  caip  at  that? 

Since  the  merger  of  Avco  and 
Paul  Revere,  Gosnell  has  been 
Avco's  chief  acquisition  man,  a 
major  job  in  an  acquisition-minded 
multicompany.  In  acquiring  com- 
panies, he  applies  the  same  general 
common-sense  principles  he  uses 
in  lending  money  and  acquiring 
options  in  venture-capital  situa- 
tions. Using  these  principles,  he 
has  helped  turn  Avco  into  some- 
thing between  an  operating  multi- 
company  and  an  investment  trust. 
He  has  added  movies,  credit  cards 
and  land  development  to  its  al- 
ready existing  activities  in  space, 
defense,  helicopter  engines,  radio- 
and-TV  broadcasting,  farm  ma-- 
chinery,  moneylending,  life  and 
health  insurance  Avco  is  now  one 
of  the  multiest  of  multicompanies. 

Nobody  loves  conglomerates  or 
defense  companies  these  days  and, 
inevitably,  Avco  has  been  tarred 
with  the  same  brush;  it  shares  re- 
cently sold  around  30,  down  from 
the  60s  less  than  two  years  ago. 
But  when  all  the  shouting  is  over 
and  the  sound  multicompanies  are 
separated  from  the  merely  con- 
glomerate ones,  the  chances  are 
good  that  Avco  will  come  out 
smelling  like  a  rose. 

Of  course,  that  will  be  scant 
comfort  for  some  insurance  peo- 
ple. Maybe  if  pragmatic  John  Gos- 
nell hadn't  shown  what  could  be 
done  with  their  assets,  they  would 
not  have  lost  their  independence.  ■ 
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Forbes  Is  groNA/ing 

faster 
than  the  beanstalk, 

and 

collecting 

more  jack,  too. 


FORBES  circulation  passed  580,000  as  of  IVIay  1st,  and  we  expect  to 
press  higher  and  higher.  Plenty  of  sky  up  here  to  grow  in. 

We're  collecting  more  of  that  nice  green  stuff  as  we  grow,  too,  and  we 
don't  mean  beans.  Publisher's  Statements  for  the  last  six  months  of 
'68  certify  that  81  %  of  our  published  copies  are  sold  at  full  basic  price. 
This  compares  with  only  31%  for  Fortune,  74%  for  Business  Week. 

Subscribers  who  order  a  magazine  themselves  by  mail  are  usually 
considered  to  be  more  interested  subscribers  than  people  who  buy  It 
in  other  ways.  For  the  last  six  months  of  1968, 87%  of  our  subscribers 

ordered  FORBES  by  mail.  Compared 
with  83%  for  Fortune,  71%  for  Business 
Week. 

For  the  same  six  months,  44%  of  FORBES 
subscriptions  were  for  three  years  dura- 
tion or  more.  Compared  with  only  14% 
for  Fortune,  32%  for  Business  Week. 
People  are  buying  FORBES,  paying  the 
full  price  for  FORBES,  ordering  FORBES 
by  mail,  and  signing  up  for  longer  deliv- 
ery of  FORBES.  Now  that's  what  comes 
of  planting  good  seeds  to  start  with. 

Forbes:  capitalist  tool 


The  Bettmann  Archive 


J^ 


Howdoyou 


measure  tKe  strength 
of  Eastman  Dillon? 

The  same  way  you  might  measure  the  strengths  ! 

of  any  investment  firm:  brokerage  volume,  underwriting  j 

capabilities,  net  worth.  I 

1.  Eastman  Dillon  is  among  the  leaders  in  brokerage  volume,  i 
In  1968  we  handled  over  a  million  securities  transactions. 

2.  Eastman  Dillon  is  one  of  the  nation's  top  ten 
investment  banking  firms  in  dollar  volume  of  managed 
corporate  and  municipal  underwri tings.  ^ 

3.  And  Eastman  Dillon  is  also  ranked  among      /^ 
the  top  ten  in  total  capital  invested  in  the  firm. 

Balanced  strength  in  all  major  fields  of 
investments  is  a  key  characteristic  of 
Eastman  Dillon.  For  both  the  individual 
and  institutional  investor.  Seasoned 
investors  know  that  very  few  investment 
firms  have  this  combination  of  assets. 


Put  these  strengths  to  work 
for  you.  You'll  find  Eastman  Dillon 
measures  up. 


« 
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Eastman  Dillon  helps  men  with  money  invest  intelligently. 

Eastman  Dillon,  Union  Securities  &  Co. 
Members  New  York  Stock  Exchange,  D  One  Chase  Manhattan  Plaza,  New  York,  N.Y  10005 
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The  Forbes  Index 


I  Period  al  EcOTO/'xc  Secession  as  defined 
•  National  Bur»au  ot  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve  Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
tOepl.  ol  Commerce  latest  ttiree  months  new 
orders  of  durable  goods  related  to  inventories/ 

•  How  intensively  are  we  building'  (Dept   ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


APR 129  3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

JAN 136.8 

FEB 137.4 

MAR 137.2 

APR 136.3 

MAY(prel.)  .136.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Summer  Selectivity 


lir.HT  NOW  generalizatioiLs  are  daii- 
eroiis.  Neither  an  all-out  bearish,  nor 
n  all-out  bullish  investment  attitude 
ems  justified.  This  is  no  time  to 
bu\  the  averages"  or  to  "sell  the 
verages."  Once  more,  to  use  that 
luch-abused  and  much  overused 
'ord  so  useful  to  financial  writers 
ho  want  to  write  something  instead 

saving  anything,  this  is  a  time  to 
e  "selective."  Some  stocks  are  at- 
active,  some  neutral,  others  probably- 
ill  go  down.  The  ranks  of  the  neutral 
robably  are  most  overcrowded. 

The  general  outlook  is  mixed.  The 
dm*inistration's  disinflationary  mea- 
ires  ( aimed  at  slowing  down  inflation 
ther  than  ending  it)  in  my  opinion 
ill  result  in  a  moderately  lower  in- 
z\  of  production,  some  increase  in 
le  unemployment  of  marginal  work- 
s,  and  a  definite  shading  of  both 
ofit  margins  and  aggregate  corpora- 
3n  earnings  in  the  third  and  fourth 
Liarters  of  1969  and  the  first  quarter 

1970.  At  the  same  time,  I  question 
hether  there  will  be  any  significant 
"op  in  the  rate  of  inflation.  If  there 

a  slowdown  in  the  depreciation  in 
le  buying  power  of  the  dollar,  it  will 

Ir.  Hooper  is  associated  with   the   New  York 
Exchange  firm  of  W.   E.  Hutton   &  Co. 


be  small.  To  expect  prices  to  go  down 
much  at  a  time  when  the  public  is 
so  "sold"  on  the  probability  of  more 
inflation,  and  at  a  time  when  wages 
are  increasing  so  rapidly  is  unrealis- 
tic. When  the  public  is  expecting 
higher  prices  and  has  plenty  of  buy- 
ing power,  it  is  difficult  to  slow  down 
the  erosion  in  the  unit  of  currency. 

A   Trading   Range 

Stock  prices  are  influenced  as  much 
by  what  people  expect  as  by  the 
changing  environinent.  What  people 
expect  the  next  six  months  or  year 
will  fluctuate  from  restrained  opti- 
mism to  mild  pessimism.  Few  expect 
stocks  to  go  through  the  roof  and  few 
expect  them  to  fall  out  of  bed.  In  other 
words,  stock-market  psychology,  so 
far  as  it  is  effective  in  prices,  is  likely 
to  keep  the  averages  in  a  trading 
range.  Except  possibly  for  some  of  the 
"performance"  funds,  the  pressure  of 
institutional  money  is  more  likely  to 
be  positive  than  negative.  The  inflow 
of  new  money  to  buy  equities  still  is 
persistent.  There  may  be  a  shortage  of 
money  to  buy  bonds,  or  to  put  out  on 
real-estate  mortgages,  and  even  a 
shortage  of  lendable  funds  in  the 
banks;   but   there   is   no   shortage   of 


funds  to  buy  stocks.  The  essential 
supply-demand  equation  in  equities 
still  points  to  an  upward  trend  in 
share  prices. 

News  factors,  on  the  other  hand, 
seem  to  me  too  likely  to  trend  toward 
the  negative.  Except  where  unusual 
factors  are  at  work,  profits  for  the  next 
12  months  are  slated  to  erode  rather 
than  increase.  Even  if  the  Metnam 
war  should  flash  out  rather  than  fade 
out,  armament  expenses  would  not 
come  down  quickly  nor  new  civilian 
programs  get  under  way  immediately. 
There  are  pretty  sure  to  be  some 
hangovers  after  the  recent  intoxica- 
tion in  speculative  issues.  Above  all, 
it  will  be  much  more  clear  that  the 
Administration's  disinflation  policies 
have  a  real  bite  in  the  economy 
after  all. 

Possibly  one  welcome  result  will  be 
to  permit  a  better  bond  market.  Bonds 
right  now  may  be  pretty  near  the 
bottom  of  the  greatest  bear  market 
they  have  suffered  for  a  century! 

So  you  get  a  mixed  picture.  It  is 
not  a  clear  reading  in  either  direction. 
This  summer  it  is  possible  that  the 
DJI  could  go  up  and  test  the  old  in- 
traday  high  of  1001.11;  it  was  less  than 
3%  from  that  top  at  974.22  in  mid- 
May.  This  summer  it  is  also  possible 
that  the  DJI  could  at  some  time  go 
down  enough  to  test  the  double  bot- 
tom around  89.5  which  was  registered 
on  Feb.  28  and  again  on  Mar.  17;  a 
decline  of  only  57c  from  the  low  of 
the  third  week  in  May  would  bring 
prices  back  to  that  level.  Right  now, 
with  my  usual  caveat  that  I  may 
change   my   mind,    I   doubt   whether 
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NOW.  .  .  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  SIO.OOO- 
3100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries, 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  genera- 
tion computer  facilities  to  analyze  facts  and 
help  make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  port- 
folio. 

For  complete  information  send  for  our  32  page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 

SPEAR  &  STAFF,  INC. 

Investment  Management  Div. 

Dept.  MF-615 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32  page  booklet  "Declare  Your  Own  Divi 
dends,"  Confidentially  my  account  would 
amount  to  $ 
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CITY 


STATE- 


-ZIP. 


THE 


Weekly  Service  is 
Completely  Computerized 

This  iip-to-lh';-minutc.  acciiiate  report 
covers  ALL  NYSE  AND  ASE  STOCKS. 
The  CHARTCRAFT  WEEKLY  SERVICE 
is  programmed  to  give  .vou  complete  :i 
box  reversal  point  and  fifiurc  information. 

You  gel:  Full  Name  of  Slock  •  Reference 
Point  (Lost  Entry  on  Chort)  •  Recordable 
Price  Changes  (Daily  Price  Changes)  •  Buy 
or  Sell  Signals  •  Price  Objectives  •  Stop- 
Loss     Points   •    Relative     Strength     Figures 

CHARTCRAFT  also  sives  vou  a  com- 
plete analysis  of  the  Dow-Jones  Industrial 
Average  plus  an  Immediate  Trend  Report 
lor  both  the  NYSE  and  ASE  stocks.  In 
each  issue  we  present  charts  of  those 
individual  stocks  which  we  consider  to  be 
Sf:lected    Trading    Opportunities." 

Yo;i  get  clear,  unhedged  advice  \\h<'n 
\ou  subscribe  to  the  Chartcraft  Weekly 
Service.  We  may  not  be  right  all  the 
time,  but  you  don't  have  any  ■iis.  ands 
or  buts"  when  we  tell  you  the  market 
is  going  up  or  down.  You  can  compare 
your  holdings  to  our  report  to  check 
price  ob.iecti vcs  and  stop-loss  ooints— buy 
and  sell  siHn,3ls.  See  what  the  P  &  F 
charts  say  aliout  your  stocks. 

Chartcraft  is  one  of  the  largest  Point 
and  Figure  Service  Publishers  in  the 
country.  servinL;  both  the  trader  and  in- 
vestor with  precise  market  mformation 
tor  over  22  .\cars, 

4  WCEK  TRIAL  AND  CHARTCRAfT 
MBTHOD  BOOK  ONLY  512.50 
When  you  take  a  4-\>.  eek  trial  sub- 
scrmtion  to  the  CH.-\RTCRAFT  WEEKLY 
SErtVICE  we  will  also  send  bv  First 
Class  Mail— as  a  ijonu'-— the  128-j>age, 
best-selling  Charter  •  Method  Book. 
(This  book  regularly  ■  ll.s  for  $3.95  1  The 
complete  package  is  o),,\  $12.50.  Just  send 
.\our  check  toda.v — $12  00  for  a  4-weel< 
trial  plus  method  book  to— Chartcraft,  Inc., 
Dept.  F-174.  1  West  Ave.,  Larchmont.  NY. 
10531!. 

NY.   St.ite   Residents  Add   Applicable  Tax, 
N.Y.    City    Residents   Add    6".    Tax. 


eitlier  extreme  will  be  violated  tills 
.suninier.  Again,  this  means  that  we 
should  be  thinking  in  terms  of  individ- 
ual stocks  rather  than  in  terms  of  "the 
market."  Incidentally,  that's  the  bejij; 
way  to  think  about  95%  of  the  time. 
One  of  my  functions,  as  an  invest- 
ment adviser  and  commentator,  is  to 
find  out  what  the  more  influential 
analysts  and  money  managers  are 
thinking.  I  have  seldom  found  as 
much  unanimity,  about  anything  as 
the  present  optimism  about  attractive- 
ness of  steel  shares.  There's  hardly  a 
dissenting  voice,  even  among  the  "per- 
lormance'  boys  who  would  not  look 
at  a  steel  stock  most  of  last  year.  If 
this  attitude  had  appeared  after  a  big 
advance  in  the  steel  shares,  I  would 
be  highly  suspicious  of  it  and  want  to 
"copper"  it.  But  it  comes  at  a  time 
when  the  steels  are  statistically  cheap 
and  not  up  too  much  from  their  lows. 

Some  New  Glamours? 

It  is  based  on  a  number  of  things. 
One  is  the  drying  up  of  steel  imports, 
about  which  we  heard  so  much 
in  1968.  Foreign  steel  no  longer  is  a 
major  problem,  making  for  price 
timidity  for  domestic  producers.  An- 
other is  the  improving  plant  efficiency 
of  numerous  companies  such  as  In- 
land Steel,  National  Steel  and  Armco 
Steel,  and  the  prospective  coming 
into  production  of  Bethlehem's  new 
plants  in  the  Chicago  area.  A  third  is 
new  products,  such  as  the  new  hous- 
ing parts  being  produced  by  U.S.  Steel 
and  Armco's  growing  fabrication. 
Fourth,  the  managements  of  the  steel 
companies  have  been  challenged  to 
make  their  huge  assets  earn  more  and 
to  make  their  shares  more  popular; 
the  old  inertia  and  indifference  is  being 
rapidly  replaced  with  a  great  stirring 
of  the  waters  and  an  inclination  to 
court  the  lavor  of  the  investment  pub- 
lic. Bethlehem  Steel  is  said  to  have 
bought  in  more  than  2  million  shares 
of  its  own  stock  and  earmarked  it  for 
acciuisilioiis  presumably  aimed  toward 
diversification.  All  these  things  are 
impressive  because  the  steel  com- 
panies, all  ot  them,  have  huge  physi- 
cal assets  as  well  as  great  financial  re- 
sources; some  of  them  recently  ha\e 
discovered  that  if  they  do  not  do 
better  with  these  assets  someone  else 
will  try.  Control  of  Jones  &  Laughlin 
has  already  gone  to  Ling-Temco- 
\()iight,  and  Lykes  Bros,  is  absorbing 
Youngstowii  Sheet  &  Tube. 

Most  analysts  agree  that  Carpenter 
Technology  ( formerly  Carpenter  Steel ) 
is  one  of  the  most  attractive  issues  in 
the  group,  although  it  is  a  "specialt\" 
company.  Qiialit\  wise,  perhaps  Arm- 
co Steel,  National  Steel  and  Inland 
Steel  would  be  at  the  top  of  the  heap. 
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I  like  the  first  two  because  they  are 
approaching  100%  oxygen  furnace  or 
electric  furnace  production.  Bethlehem 
Steel  and  U.S.  Steel,  the  two  biggest 
ones  with  the  greatest  assets,  both  are 
outstandingly  cheap  historically;  and 
both  appear  to  be  rapidly  changing 
for  the  better.  Admittedly,  both  have 
been  backward  about  improvements 
bul  both  are  getting  on  the  ball. 

'  I  think  these  two  stocks  possess 
unusual  appreciation  possibilities  over 
.  the  next  year  or  two  while  affording 
a  good  return.  U.S.  Steel  has  been 
around  47  lately.  It  pays  $2.40  and 
last  year  earned  $4.68  a  share.  Book 
value,  greatly  understated,  is  $62..59 
a  share.  The  stock  sold  as  high  as 
lOSJs  in  1959  and  has  not  sold  lower 
than  .35  in  the  past  ten  years.  The 
facts  on  Bethlehem  Steel  are  analo- 
gous. They  may  be  slow  getting 
started,  but  these  steels  could  be  real 
glamour  issues. 

Another  stock  that  interests  me  is 
Daijco  Corp.  (45).  This  is  the  old 
Dayton  Tire  and  Rubber  company, 
which  is  no  longer  in  the  tire  business. 
It  is  by  far  the  biggest  factor  in  V-belts, 
and  has  lately  acquired  Allen  Indus- 
tries (original  equipment,  or  interiors, 
for  automobiles  and  carpet  cushions), 
R.  M.  Hollingshead  (oil  additives, 
polishes,  cleaners  and  adhesives). 
Flexible  Metal  Hose  and  Ramco  In- 
dustries. This  is  no  conglomerate;  all 
its  products  are  related.  Fully  diluted 
earnings  last  year  were  S2.55  a  share 
and  this  year  may  reach  $4.50  a  share 
against  a  $1.60  dividend  rate.  Sales 
in  the  April  quarter  were  $81.5  mil- 
lion and  earnings  were  $1.01  a  share. 

The  company  says  that  the  second 
half  should  be  better  than  the  first 
half  when  net  was  $1.95  a  share. 
Dayco  has  a  new  flexible  blade  for 
lawnmowers  which  has  possibilities  as 
a  safety  device.  In  the  company's  1969 
issue  of  "A  Pattern  for  Growth"  (send 
to  the  company  at  Dayton,  Ohio  for 
a  copy)  it  is  stated  that  "At  the 
present  rate  of  growth,  sales  by  1973 
should  approach  $600  million  .  .  . 
without  further  acquisitions."  Sales 
last  year  were  only  $163.7  million. 
While  convertibles  and  options  even- 
tually involve  more  than  average  dilu- 
tion of  equity,  the  company's  pros- 
pects seem  to  more  than  offset  this. 

With  all  this  excitement  about 
McCulloch  Oil's  Alaska  slope  oil,  it 
should  not  be  overlooked  that  there  is 
plenty  of  growth  in  the  real-estate 
part  of  the  company,  which  has  been 
increasing  earnings  at  the  annual  com- 
pounded rate  of  30%  or  better.  In 
addition  to  Lake  Havasu  City  (which 
is  so  successful),  McCulloch  has  an- 
other project  coming  in  near  Pueblo, 
Colo,  beginning  this  autumn.  ■ 

FORBES,  JUNE  15,  1969 


1 


50tfi  Anniversarv 


We  invite  you  to  share  in 
United's  50th  Anniversary  Celebration 

GOLDEN  ANNIVERSARY 

INVESTMENT   PACKAGE 

You  get  all  6  of  these  current  United  Investment  Reports 
including  United's  specific  advice  to  buy,  hold,  or  sell. 
Plus  —  a  4  issue  Guest  Subscription  to  United  Reports. 


25  ACTIVE 

WELL-KNOWN  STOCKS 


Aetna  Life 

Goodrich 

Natomas 

Amer.  Airlines 

Gr.  Western  Fin 

Occidental  Petr. 

AMK 

Grumman 

Pacific  Petr. 

Beth.  Steel 

Imper.  Corp.  Am 

.  Pennzoil 

Banker-Ramo 

INA 

Polaroid 

Eastern  Airl. 

Jim  Walter 

Roan  Selec.  Tr. 

Elec.  &  Music  Ind 

.   Loew's  Thea. 

Tex.  Gulf  Sulph 

Gen.  Tel.  &  Elec. 

Mobil  Oil 
McDonn.-Doug. 

U.S.  Steel 

CONGLOMERATES 

AMK 

Indian  Head 

Northwest  Indus. 

Automatic 

Int'l  Tel.  &  Tel. 

Ogden 

Avco 

Kidde  (Walter) 

Teledyne 

Bangor  Punta 

Kinney  Nafl 

Textron 

City  Investing 

LTV 

U.S.  Industries 

Colt  Indus. 

Litton 

White  Consolid. 

Gulf  &  Western 

Whittaker 

CONVERTIBLE 

BONDS  AND  PREFERREDS 

Some  analysts  say  they  have  the  same  gain 
possibilities  as  common  stocks  do,  but  their 
downside  risks  are  more  like  that  of  fixed 
income  investments.  We  have  picked  out  5 
convertibles  to  buy  now  which  we  believe 
•show  a  lot  of  promise. 


COMPUTER 

HARDWARE  and  SOFTWARE 


Adams-Millis 
Automatic  Data 
Burroughs 
California  Comp. 
Computer  Sci. 
Comp.  &  Softw. 
Control  Data 


Data  Products 
Digital  Equip. 
Electronic  Assoc. 
Farrington  Mfg. 
Honeywell,  Inc. 
IBM 

Memorex 
Mohawk  Data 


Nat'l  Cash  Reg. 
Optical  Scanning 
Potter  Instrument 
Recognit'n  Equip. 
Scient.  Data  Sys. 
Sperry  Rand 
University  Comp. 


FAST  GROWTH 

PORTFOLIO 

For  the  investor  who  has  venture  capital  he 
doesn't  need  for  emergencies,  and  recognizes 
the  high  risk,  a  group  of  stocks  United  believes 
will  continue  to  enjoy  a  more  rapid  growth  rate 
than  the  average  situation. 

LOW-PRICED 
STOCKS 

One  of  the  reasons  low-priced  stocks  are  so 
popular  is  the  possibility  of  big  percentage 
gains.  Our  job  is  to  ferret  out  the  good  values, 
and  we've  picked  out  8  we  think  offer  more 
profit  opportunity  than  risk. 


PLUS  4-ISSUE  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

These  are  some  of  the  subjects  covered  during  your  subscription 
.  Stock  Market  Analysis  and       •  United's  Supervised  List  •  Stocks  to  Sell  or  Avoid 


Specific  Recommendations 
•  General  Business  Forecast 


•  Buying  Advices  of  Other  Services      •  New  Product  Studies 
.  Bonds  and  Preferred  Stocks  •  Views  of  Leading  Authorities 

.  . .  and  much  more 


4-issue  subscription  to  United  Reports  alone  is  $6  -  tliis  entire  package  only  ^3 

MAIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...WE  WILL  BILL  YOU 

If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM42  r—  «, 

UNITED  Business  &  Investment  SERVICE  |  \p- 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     O  2 11  6  '^ _15LJ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Worst  May  Soon  Be  Over 


Only  a  short  time  ago  economists 
and  financial  experts  were  wondering 
whether  the  classic  methods  of  credit 
restraint  and  other  measures  designed 
to  slow  down  the  pace  of  the  econ- 
omy had  lost  their  effectiveness.  For 
a  while  it  appeared  that  the  banking 
system  had  found  a  number  of  new 
hatches  through  which  they  could 
escape  the  Federal  Reserve's  efforts 
to  tighten  credit,  liefore  long,  how- 
ever, the  banks  succumbed.  Recently 
they  have  been  paying  as  much  as 
10!?  for  shortest  teim  money  (federal 
funds)  in  order  to  maintain  their  re- 
quired reserve  positions. 

The  banks  are  presently  consider- 
ing another  hike  in  the  so-called 
prime  rate  (which  may  have  been 
done  before  this  issue  reaches  the 
reader);  but  this  would  merely  raise 
the  cost  of  credit,  not  increase  its 
availability'.  And  that  is  the  crucial 
point.  The  Fed's  objective  is  not  to 
drive  up  interest  rates,  but  to  force 
the  banking  system  to  ration  credit. 
This  stage  has  been  reached.  Any 
further  tightening  could  have  most 
serious  effects  by  impairing  the  li- 
quidity of  the  entire  economy.  That's 
why  I  think  the  worst  is  over. 

The  bond  market  is  in  terrible 
shape.  Yields  on  good  coiporate 
bonds  now  approach  the  8%  mark; 
nobody  reaches  for  them.  Mortgage 
money  is  liard  to  get  at  almost  an\' 
price.  Even  more  worrysome  is  the 
plight  of  municipalities  that  have  to 
raise  money  for  urgently  needed 
facilities.  If  they  want  to  get  any  bids 
at  all  for  their  bond  issues,  they  have 
to  accept  outrageous  terms.  Investors 
can  now  get  as  much  as  5.5%  fully 
tax-exempt,  on  bonds  of  best  quality. 
You  can  figure  out  for  yourself  how 
much  you  have  to  earn,  pre-tax,  on 
any  other  investment  in  order  to 
match  this  5.5%  yield. 

According  to  latest  statistics,  the 
pace  of  inflation  is  still  accelerating. 
Therefore,  even  a  tax-free  yield  of 
5.5%  provides  no  net  return  as  long 
as  the  cost  of  living  advances  by  an 
equal  percentage.  Yet  I  believe  that 
the  worst  may  .soon  be  over.  The 
restrictive  credit  policy  is  taking  hold. 
The  federal  budget  is  in  surplus  now 
instead   of   fueling   inflation.    Despite 

Mr.  Biel  is  a  partner  in  the  New  York  Stocit 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 
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a  rising  price  trend,  business  in  gen- 
eral is  shaiply  reducing  the  rate  of 
inventory  accumulation,  largely  be- 
cause credit  costs  so  much  and  is 
so  difficult  to  obtain. 

The  main  task  now  is  to  arrest 
the  cost-push  cause  of  inflation,  to 
bring  the  wage-price  spiral  to  a  halt. 
This  is  difficult,  especially  without 
wage  and  price  controls  which  are 
inherently  undesirable.  The  late  Presi- 
dent Kennedy  tried  "friendly  persua- 
sion," and  it  worked  rather  well  de- 
spite complaints  about  arm-twisting. 
We  have  to  change  the  present  men- 
tality, the  prevaihng  belief  that  in- 
flation is  inevitable  and  bound  to  get 
worse.  People  must  become  convinced 
that  this  is  not  so,  that  inflation  will 
slow  down  once  the  monetary  refuel- 
ing has  stopped.  Unfortui.ately,  an- 
other major  problem  is  involved  for 
which  we  have  no  answer  as  yet.  Our 
anti-inflation  policies  are  meant  to 
slow  down  business. 
Otherwise  they  will 
be  ineffective.  But 
will  we  have  the 
courage  to  stick  to 
our  objectives  even 
if  unemployment,  es- 
pecially among  the 
youth  and  non- 
white  workers,  ensues?  Even  a  mod- 
est increase  in  unemployment  is  likely 
to  cause  serious  unrest  in  our  big  city 
ghettos.  I  am  hopeful  we  will  remain 
firm.  In  the  long  run  it  is  far  better 
for  all  concerned  for  inflation  to  be 
brought  under  control  than  to  yield  to 
political  pressures. 

I  also  believe  that  the  worst  is  over 
in  Vietnam.  After  a  year  of  fruitless 
talk  there  is  now  at  least  a  basis  for 
discussion  which  could  lead  to  actual 
negotiations  on  specific  terms. 

No  Market  Extremes 

There  is  still  a  lot  of  bearishness 
around  The  Street.  This  is  not  sur- 
prising when  there  is  fear  of  being 
at  the  brink  of  a  credit  crisis.  While 
I  concur  that  this  is  not  a  favorable 
climate  for  stock-market  exuberance, 
I  doubt  that  there  is  cause  for  pro- 
found pessimism.  The  negative  factors 
are  known  and  well  publicized: 
Credit  is  tight;  interest  rates  are  ex- 
tremely high;  business  activity  may 
slow  down;  profits  will  be  pinched — 


all  these  factors  are  being  taken  into 
account  daily  by  all  the  people  who 
buy  or  sell  stocks.  Sometimes  the 
bulls  have  the  upper  hand  in  this 
tug  of  war;  sometimes  the  bears.  It 
is  the  unexpected  developments 
that  cause  the  wide  moves.  Barring 
snch  unforseen  events  I  visualize  a 
trading  market  this  year,  perhaps 
within  the  890-1000  range  in  the 
Djr,  without  going  to  great  extremes 
in  either  direction. 

The  cigarette  companies  seem  to 
"have  approached  the  peak  of  their 
unpopularity.  In  recognition  of  their 
sad  state  they  now  remove  the  word 
"tobacco"  from  their  corporate  name. 
American  Tobacco  is  about  to  change 
to  American  Brands  while  Reynolds 
Tobacco  will  be  known  as  Reynolds 
Industries.  Lorillard  has  already  dis- 
appeared under  the  umbrella  of 
Loew's  Theatres,  whose  image  ap- 
parently was  not  damaged  by  the 
presence  and  the  profits  of  the  ciga- 
rette subsidiary.  All  cigarette  compa- 
nies are  diversifying  aggressively, 
partly  for  protection,  partly  to  acceler- 
ate growth.  All  are  strong  financially 
and  have  a  good  earnings  trend,  ex- 
cept for  Liggett  <b  Myers,  which  has 
been  a  laggard  for  many  years.  I  con- 
sider the  stocks  in  the  following 
table  attractive  for  gradual  price  re- 
covery. 


1 


Recent      Earn- 
Price        ings* 

Divi- 
P/Et       dend 

10.1       $2.00 

Yield 

American  Brands               36      $3.55 

5.5% 

Philip  Morris                     29        2.40 

12.0         1.00 

3.5 

R.J.  Reynolds  Ind.              38        3.90 

9.8        2.20 

5.7 

•Estimated    1969    earnings    per    sliare.    fPf ice/earnings    ratio. 

Rapid  technological  progress  has 
plagued  the  semiconductor  industry, 
where  you  have  to  be  awfully  good 
to  maintain  your  profit  margins  in 
face  of  constant  changes  and  constant 
declines  in  unit  prices.  Texas  Instru- 
ments (123),  though  not  immune  to 
such  industrywide  setbacks  as  in 
1961-62  and  1967-68,  has  been  suc- 
cessful in  staying  in  the  forefront.  Its 
human  and  financial  resources  are 
outstanding.  A  most  comfortable  cash 
position  of  over  $77  million  at  the 
end  of  1968  permits  generous  spend- 
ing for  research  and  modern  facilities. 
It  has  a  no-nonsense  capitalization — 
no  warrants,  no  convertibles,  just 
some  debt  and  common  stock. 

Texas  Instruments  is  broadly  diversi- 
fied. Its  activities  comprise  electronic 
equipment  and  systems,  semiconduc- 
tor devices,  metallurgical  and  chemi- 
cal materials,  geographical  services, 
etc.  This  year's  earnings  should  be 
around  $3  a  share.  The  present  price, 
obviously,  is  high,  but  good  things 
don't  come  cheap.  ■ 
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DO  YOUR 

STOCKS 
SUIT  YOU 
NOW? 

//  you  are  puzzled  by  this  question,  you  are  not  a  sub- 
scriber to  The  Value  Line  Investment  Survey. 

Value  Line  subscribers  find  out  if  a  stock  is  suitable  for 
them  by  using  Value  Line's  objective  determinations  of 
probabilities  to  ascertain  if  the  evaluations  of  particular 
securities  -  based  on  the  probabilities  —  are  consistent 
with  their  own  personal  investment  goals. 

For  example.  If  your  main  objective  is  income  and  XYZ 
company  appears  to  look  very  favorable  for  capital  ap- 
preciation in  the  next  12  months  but  its  yield  is  presently 
l'~c  and  does  not  seem  likely  to  increase  in  the  coming 
year,  this  stock  is  not  suitable  for  you.  Yet  your  best 
friend  may  be  primarily  interested  in  growth  within  the 
next  year.  For  him  XYZ  company  is  suitable.  You  may 
rightly  say :  that  is  all  well  and  good . . .  but  before  I  can 
even  determine  whether  a  stock  is  suitable  for  me  I  must 
be  able  to  evaluate  the  potential  of  a  particular  stock  for 
me  in  terms  of  probable  market  performance,  apprecia- 
tion, income  and  quality.  And  furthermore,  I  should 
know  how  XYZ  company's  probable  performance  stacks 
up  against  other  stocks,  because  there  are  a  tremendous 
number  of  securities  I  can  examine  before  making  an  in- 
telligent decision.  However,  how  can  I  obtain  this  kind 
of  iiiformation  without  devoting  hundreds  of  hours  I  do 
not  have,  even  assuming  I  knew  how  to  formulate 
proper  determinations  on  specific  stocks? 

Well,  that  is  where  The  Value  Line  Investment  Survey 
comes  in.  Each  week  Value  Line— alone  among  advisory 
services— systematically  rates  each  of  1400  stocks,  rela- 
tive to  the  others,  into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  performance  in  the 
next  12  months 

2.  Its  appreciation  potential  3  to  5  years  hence 

3.  Its  income  (yield)  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over  .the  very 
long  term— beyond  5  years) 

Each  stock  is  rated  from  I  (Highest)  to  V( Lowest)  for 
12-month  performance,  3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A  plus  to  C  minus  for  quality. 
The  1400  stocks  include  nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Exchange  plus  about  300 
on  the  American  Exchange  and  the  OTC  markets. 

To  determine  if  a  particular  stock  is  suitable  for  you 
when  you  are  a  Value  Line  subscriber,  all  you  do  is  apply 
the  Value  Line  suitability  test.  It  takes  only  a  minute. 
Each  Roman  numeral  in  the  first  three  ratings  and  each 
letter  in  the  quality  grading  is  equated  to  an  Arabic  index 
number  as  follows: 

III 

(3) 
B 
3 

When  you  desire  to  know  how  suitable  a  stock  is  for  you 
in  terms  of  your  personal  investment  goals  at  any  time, 
you  weight  the  Arabic  index  numbers  as  follows:  the 
index  number  which  corresponds  to  your  most  important 
personal  investment  goal  is  multiplied  by  11;  next  most 
important  by  6;  next  by  2;  and  your  least  important  by 
1.  For  example,  suppose  your  most  desired  goal  is  Qual- 
ity (dependability  over  the  very  long  term).  Your  next 
most  important  goal  is  performance  over  the  next  12 
months;  next,  3-5  year  appreciation;  and  yield  (income) 


I 

II 

(5) 

(4) 

A+,A 

A-,B-I- 

5     5 

4       4 

IV 

(2) 

B-.C-I- 

2    2 


V 

(1) 
C.C- 
1    1 


in  the  next  12  months  is  least  important.  That  being  the 
order  of  your  personal  preferences,  you  would  compute 
the  suitability  of  a  stock  which  happens  to  have  a  Qual- 
ity grade  of  A,  a  12-month  Performance  rating  of  V,  a  3-5 
year  Potentiality  Rating  of  II,  and  a  Yield  Rating  of  IV, 
as  follows: 


Quality 

A 

5x11 

=  55 

12  months  performance 

V 

1x6 

=   6 

3  to  5  year  appreciation 

II 

4x2 

=   8 

Yield— next  12  months 

IV 

2x1 

=   2 

SUM 

=  71 

A  score  of  100  would  be  perfect;  60  average;  20  the  lowest 
possible.  If  you  ranked  your  investment  goals  in  a  differ- 
ent order,  the  suitability  score  of  the  very  same  stock 
would  be  different,  too.  For  example,  suppose  your  best 
friend  decided  that  year  ahead  performance  was  his  most 
important  goal,  yield  his  next,  then  3-5  year  apprecia- 
tion, and  least  important,  Quality.  The  svmi  of  his  suit- 
ability score  would  be  36  against  your  71.  Therefore,  the 
same  stock  would  be  almost  twice  as  suitable  for  you  as 
for  him.  Value  Line  ratings  are  recomputed  every  week 
to  reflect  changes  in  price  and  earnings.  Therefore,  when 
you  are  a  Value  Line  subscriber  you  should  review  your 
portfolio  periodically  to  make  sure  that  your  stocks  are 
systematically  lined  up  with  your  own  investment  objec- 
tives at  all  times. 

Not  every  stock  will  always  perform  in  accordance  with 
its  ratings.  But  such  a  high  percentage  have  in  the  past, 
for  reasons  that  are  logical,  that  the  probabilities  stand 
strongly  in  favor  of  the  predictions  given  by  the  ratings. 
Besides  the  weekly  ratings,  Value  Line  publishes  quar- 
terly full-page  research  reports  on  each  stock  and  more 
often  if  evidence  requires  it.  A  suitability  table  is  printed 
on  the  face  of  each  quarterly  report.  It  contains  the  index 
numbers  applicable  to  the  stock.  All  you  have  to  do  is 
put  in  your  appropriate  weights,  multiply,  and  add  up 
the  score. 

In  order  to  start  putting  your  stocks  to  the  suitability 
test,  just  fill  in  the  coupon  below.  If,  for  any  reason, 
Value  Line  should  fail  to  meet  your  expectations,  return 
the  material  within  30  days  and  your  money  will  be  re- 
fimded  in  full  and  at  once.  You  may  receive  Value  Line 
for  the  terra  you  check— one  year  for  $167,  three  months 
for  $44,  or  four  weeks  for  $5.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups . . .  plus  the 
24-page  Weekly  Summary  of  Advices  &  Index,  which 
contains  the  latest  ratings  for  all  1400  stocks.  Here  you 
can  check  to  see  if  there  have  been  any  changes  in  the 
ratings  that  will  necessitate  your  applying  a  new  suit- 
ability test  to  a  particular  stock.  In  addition,  you  receive 
weekly  the  8-page  Selection  &  Opinion  editorial  section 
...plus  the  monthly  Special  Report  on  insider  transac- 
tions and  the  quarterly  Special  Report  on  mutual  fund 
transactions  issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription,  Value 
Line  will  ship  to  you  immediately  the  2-volume  Investors  Refer- 
ence Library,  which  will  give  you  the  latest  full-page  reports  on  all 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Will  The  Dow  Hold  900? 


Two  WEKKS  m:o,  tliis  coliiinn  qiies- 
tioried  that  a  hiill-inarkct  "basr;"  was 
.successfully  completed  wlieii  the  Dow 
crossed  960  in  May,  and  ventured  the 
vi<'W  tlial,  il  llic  l)i('akoul  was  "Jaisc," 
it  should  ty|)ically  l)e  lollowed  by  a 
substantial  market  reaction  and  fur- 
ther base  building,  most  of  it  per- 
haps within  the  prior  months'  trading 
ranK(;  (Dow  000-900). 

This  statement,  which  may  .seem  to 
imply  that  1  no  longer  expect  to  .see 
the  Dow  undcjr  900,  needs  some 
amplification.  It's  probably  logical  to 
.say  that  Dow  900  has  become  less 
vulnerable  wilh  [\\v  passage  of  time  in 
tlu!  sense  that  we  are  now  three 
months  closer  to  the  end  of  the  dis- 
inflation effort  and  to  tlie  end  of  hos- 
tilities in  Vietnam  than  we  were 
when  this  "support  level "  first  proved 
itself  (;(lective  back  in  March,  liut, 
obviously,  no  one  can  yet  say  lor  sure 
when  mon(!tary  policy  can  cease  to  be 
restrictive  and  when  ;i  material  de- 
escalation  of  tilt;  war  ellort  can  take 
place. 

On  the  other  hand,  in  another  three 
months  or  so  we'll  presumably  be  that 
much  closer  to  a  r<!Solution  ol  these 
major  problems,  so  it's  proiiably  also 
fair  to  say  that  i)rospects  lor  a  new 
bull  market  could  be  more  solid  by 
the  fourth  fpiarter  of  this  year  than 
they  wcie  in  the  second  (juarter.  Un- 
til then,  the  Dow  could  hold  at  or 
above  900 — if  all  Kocs  well. 

The  Peace  Factor 

15ut  that's  still  a  big  if.  To  be  sure, 
the  hope  of  de-escalation  and  an  even- 
tual end  of  the  fiKhlinK  will  probably 
continue  to  be  a  supjiortinj;  factor  in 
the  stock  market.  Jhit  this  expectancy 
is  v\ilnerable  to  di.sappointments. 
What's  more,  there  seems  to  be  no 
way  of  fiRUiiuj.;  out  reliably  where  in 
the  average-stock-price  level  peace 
prospects  might  be  fully  discounted. 
All  we  can  say  at  this  point  is  that, 
for  the  past  eight  montlis,  the  antic- 
ipation of  peace  was  instrumental  in 
keeping  the  Dow  from  breaking  down 
through  900  but  wis  not  a  powerful 
enough  buyii  n  motive  to  lift  the 
average  Ix.-yonci  the  9rJ0-98.'5  range. 

It  would  probably  follow  that  it 
peace  hopes   had   to  be  deferred  in- 

Mr.  Schuiz  Is  a  parlner  In  the  N«w  Vork 
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definitely,  the  Dow  could  be  expected 
to  crack  the  900  line  and  retreat  to  or 
b(!low  840,  where  it  stood  on  Mar.  .30, 
1968  when  President  Johnson  first 
moved  to  start  peace  negotiations.  On 
tlu!  oth(;r  hand,  il  seems  (iu(!stionable 
that  the  Dow  might  be  worth  much 
more  than  960-98.5,  or  that  it  could 
long  maintain  it.self  above  that  zone,  il 
peace  became  suddenly  imminent  un- 
less, at  the  .same  time,  the  end  of 
disinflation  and  the  start  of  a  new 
earnings  growth  cycle  were  also 
clearly  in  sight.  The  reason  is  that,  if 
hosliliti(!s  in  Vietnam  were  to  cea.sc 
right  now,  the  immediate  "peace 
dividend,"  in  the  form  of  reduced 
military  costs,  would  probably  be  too 
small  to  warrant  an  early  letup  in 
anti-inflation  restraints. 

Meanwhile,  these  restraints  remain 
very  much  in  effect,  especially  on  the 
money-and-credit  front.  Money  growth 
so  far  this  y(!ar  has  been  lield  to  a 
much  lower  annual  rale  than  the  ex- 
l)ansioii  in  gross  national  product,  and 
the  availability  of  credit  has  been 
tightened  sharply.  Hy  practically  any 
standard,  the  banking  system's  licpiid- 
ity  outside  the  banks  has  now  also 
been  greatly  reduced. 

According  to  some  money-market 
experts,  we  are  no  longer  far  from  a 
"credit  crunch"  similar  to  that  of 
1966.  While  the  I'Y-deral  Reserve  is 
on  record  as  wanting  to  avoid  that 
kind  of  crisis,  no  one  can  be  certain 
that  a  crunch  can  be  staved  off,  or 
that  once  started  it  could  quickly  be 
arrested.  Renewed  acute  weakness  in 
long-term  bond  prices  at  press  time 
suggests  that  the  financial  markets 
vv(!re  becoming  aware  of  this  risk.  If 
a  credit  crunch  does  materialize,  it 
could  pose  a  serious  threat  to  the 
Dow  900  line,  partly  because  it  would 
evoke  memories  of  the  1966  stock- 
market  collapse  and  partly  because  it 
(oiild  rais(!  tlu;  specter  of  a  recession 
(which  both  the  I'Y'deral  Reserve  and 
the  Administration  have  virtually 
promised  to  avoid). 

Rut  even  in  the  absence  of  re- 
cession prospects,  the  trend  of  cor- 
porate earnings  is  likely  to  be  down 
the  next  six  months  and  may  not  turn 
up  again  much  bclore  the  second 
(juarter  of  1970,  nine  to  12  months 
from  now.  Full-year  1969  per-share 
earnings  for  the  Dow-Jones  industrials 


are  now  generally  being  estimated  at 
$60-$62..50,  f)ut  some  cautious  ana- 
lysts believe  Dow  earnings  will  be 
running  at  an  annual  rate  of  no  more 
than  perhaps  $.54  by  the  first  quarter 
of  next  year.  Thus,  while  the  Dow  late 
last^onth  looked  rather  conservatively 
priced  at  about  ISM  times  estimated 
full-year  earnings,  it  was  still  going 
for  some  ll'i  times  the  earnings  rate 
that  might  be  in  effec-t  when  disinfla- 
tion has  been  achieved.  liut  the  long- 
term  experience  is  that  cyclical  earn- 
ings troughs  tend  to  be  adequately 
advance-discounted  at  a  multiple  of 
about  16,  .so  earnings  prospects  could 
yet  force  the  industrial  average  into 
the  upper  800s  before  anti-inffation 
pressures  cease. 

Gun-Shy 

These  are  some  of  the  reasons  I 
think  all  will  have  to  go  very  well  in- 
deed if  the  Dow  is  to  hold  at  or  above 
900  until  the  year's  final  quarter.  Con- 
ceivably, the  ceaseless  cash  inflow 
from  which  institutional  investors 
benefit  will  continue  to  .shield  the 
stock  market  against  much  of  the  im- 
pact of  monetary  restraint.  Tradition- 
ally, these  investors  tend  to  buy  com- 
mon stocks  for  very  long-term  growth 
and  therefore,  in  theory,  should  be 
willing  to  look  beyond  whatever  prob- 
lems might  be  in  store  for  corporate 
earnings  over  the  next  six  to  12 
months.  Rut  even  long-pull  investors 
have  been  known  to  prefer  buying  at 
lower  rather  than  higher  prices,  and 
they  may  once  again  stand  aside  if 
they  suspect  there  is  more  to  gain  than 
to  lose  by  hoarding  cash.  Resides, 
they  may  soon  find  reason  to  believe 
that  corporate  earnings  growth  may 
be  much  slower  during  the  next 
several  years  than  it  was  during  the 
past  seven. 

Other  investors,  including  "perform- 
ance" specialists,  may  also  be  turning 
gun-shy  in  a  stock  market  whose  profit- 
ability has  been  much  more  limited 
than  the  relatively  wide  fluctuations 
of  the  popular  averages  would  seem 
to  indicate.  These  barometers  rose 
some  H"^  from  their  March  lows  to  the 
1969  highs  registered  last  month  and, 
in  the  process,  came  close  to  dupli- 
cating their  1968  bull-market  peaks. 
Rut  the  fact  is  that  an  unweighted 
price  index  for  all  New  York  Stock 
ICxchange  issues — which  reflects  ma- 
jority investor  experience  more  ac- 
curately than  the  well-known  averages 
— gained  only  half  as  much  and  in 
late  May  still  stood  nearly  10%  under 
its  December  1968  high.  This  unfruit- 
ful performance  is  scarcely  the  thing 
to  whet  speculative  appetites;  no  less 
significantly,  it  tends  to  verify  the 
false-breakout  thesis.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lun'e 


The  Upside-Down  Wor/d  Of  1969 


My  turn-of-the-month  empha.sis  on 
the  change  in  security-buyer  attitucies 
was  not  meant  to  imply  that  the  out- 
look is  free  of  serious  risks.  There  are 
many,  such  as  the  extent  to  which 
the  inflationary  price  spiral  can  be 
contained  in  a  service-  and  labor- 
dominated  economy.  In  other  words, 
psychology  easily  could  change  if  the 
business  timetable  changes,  and  psy- 
chology is  what  makes  stock  prices. 
But,  in  the  upside-down  world  of 
1969,  something  new  has  been  added 
via  an  emphasis  on  the  subtleties 
rather  than  on  the  obvious.  For  ex- 
ample, the  question  may  be  not  so 
much  whether  the  prime  rate  will 
be  raised,  but  whether  it  is  a  tem- 
porary condition  related  more  to 
European  currency  speculation  than 
a  domestic  scramble  for  credit.  In 
like  vein,  a  temporary  slowdown 
which  is  part  of  the  plan  may  be 
less  important  than  a  hope  of  the 
Soaring  Seventies,  for  a  host  of  new 
products  is  on  the  horizon. 

I  beheve  something  new  has  been 
added  to  the  investment  environment 
of  the  1970s  via  the  opportunities 
for  special  corporate  growth  stem- 
ming from  population  trends.  With 
the  number  of  girls  annually  reach- 
ing the  age  of  21  years  now  ac- 
celerating, there's  little  question  but 
that  the  upward  trend  of  marriages 
will  gain  momentum.  The  fact  that 
young  marrieds  establish  their  own 
households  rather  than  live  with  rela- 
tives in  turn  means  a  sharp  jump  in 
annual  new  household  formations. 
And  average  family  income  is  con- 
tinuing to  increase.  Thus,  companies 
that  cater  to  the  young  marrieds 
could  have  a  special  plus  in  their 
outlook. 

Consumer-Orienfed 

In  this  connection,  there  are  several 
interesting  aspects  to  National  Union 
Electric.  The  company's  Eureka  Wil- 
liams division,  which  is  the  largest 
manufacturer  of  canister  vacuum 
cleaners  and  second  in  the  upright 
field,  has  improved  its  share  of  the 
total  cleaner  market  in  recent  years. 
The  Emerson  Television  and  Radio 
division,  which  probably  contributes 
about  half  of  total  sales  and  which 
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had  been  in  the  red  after  acquisition 
•in  1966,  is  now  in  the  black.  Although 
the  Quiet  Kool  air-conditioning  divi- 
sion is  only  a  small  factor  in  the 
room  air-conditioning  market,  it  too 
has  improved  its  competitive  position 
and  is  enjoying  record  high  sales.  I 
beheve  this  year's  earnings  potential 
is  in  the  $2.50-$3-per-share  area  as 
compared  with  $2.15  in  1968  and 
$1.74  in  1967. 

North  American  Phillips  is  a  dif- 
ferent type  of  operation,  for  onl\ 
about  20%  of  coiporate  sales  is  in  the 
consumer  products  area.  This  division 
of  the  business  includes  not  only  the 
Norelco  Shaver,  the  largest-selling 
shaver  in  the  country,  and  the  Mer- 
cury Record  division,  but  a  tape 
recording  and  playback  operation  that 
has  doubled  in  each  of  the  past  two 
years.  Norelco  is  the  leading  producer 
of  cassettes  and  tape  cartridges. 
Equally  interesting,  there  appears  to 
be  a  new  and  more  aggressive  man- 
agement emphasis  in  this  broadly 
based  manufacturer,  whose  electrical 
and  electronic  components  business 
contributes  roughly  45%  of  sales.  Per- 
haps another  10%  is  in  the  data 
processing  and  other  professional 
equipment  fields.  I  believe  this  year's 
earnings  potential  is  in  the  $2.60- 
per-share  area  as  compared  with  pro- 
forma  profits  of  $2.25  last  year. 

Similarly,  I  see  a  number  of  intrigu- 
ing aspects  to  Roper  Corp.  This  con- 
sumer-products-oriented company  has 
the  advantage  of  selUng  78%  of  its 
output  to  Sears,  Roebuck,  the  na- 
tion's largest  retailer,  which  is  now 
engaged  in  a  major  expansion  pro- 
gram. It  is  my  impression  that  profit 
margins  on  this  business  are  better 
than  on  the  rest  of  the  company's 
volume.  About  half  of  Roper's  1968 
operating  profits  came  from  outdoor 
power  equipment  (lawn  mowers,  gar- 
den tractors,  etc.),  some  28%  from 
stoves  and  other  kitchen  appliances, 
some  21%  from  a  division  that  is  Sears' 
supplier  of  drapery  hardware  and  that 
manufactures  coated-steel  products, 
such  as  garden  sheds.  I  believe  this 
year's  earnings  could  reach  a  new 
peak  in  the  $3.25-per-share  area  as 
compared  with  $2.71  last  year. 

In  addition,  I  continue  to  think 
that  special  attention  will  be  given 
to  what  might  loosely  be  termed  "the 
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accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of   10.5%   net   and   higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6.  D.F.    TEL.  11 4306 
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WARRANTS  I 

moke  faster  md  further  tfian  any  other  type  of  ^ 

security — both  up  and  down.  Thus,    in  previous  i 

yMrs.    General    Tire    &    Rubber   Warrants   moved  1 

froni  4'/:  (o  206  and  United  Air  Lines  Warrants  h 
from   4'4    to    126   amid    a    host   of   simi  ar   ei- 

tmplas,    whi'e   a    Martin  Marietta   Warrant   skid-  i 

dad   from  46  V4    to   14  Vi   with   plenty  of  down-  ^ 

side  company.  Since  the  outstanding  leverage  of  g 

Warrants  is  indisputab  c,  and  since  the  numbar  g 

of  acti^ely-tradin  {  Warrants  i^  ■'r  win'  npijiv —  ^ 

141  current'y  that  you  should  know  about — witll  g 

more     topflight     companies     issuing     Warrants;  § 

4MK,   Gulf  &  Western,   LingTemcd,  Loew's  etc.  i 

— you    should    know    what    Warrants    are,    which  = 

Warrants  trade  in  today's  market,  and  the  basic  g 

rules   for   recognizing    opportunities   in  Warrants  g 

(and  dangers)  when  they  occur.  g 

The  R  H  M     Warrant  &   Stock  Survey     •     Stocks  | 

Under    10,    IS  one  of   the    largest  and    most   re-  g 

spocted    investment    services    covering    the    War-  g 

rant  field,   with  more  than  two  decades  of  ser-  g 

vice  to  investors  under  the  editorship  of  Sidney  g 

Fried,  a  name  associated  with  the  Warrants  field  g 

in  every  financial  center  of  the  western  world,  g 

Let  us  tell  you  how  our  service  approaches  devel-  p 

oping  opportunities  in  Warrants,    in  the  general  g 

stock  market,  and  in  "Stocks  Under  10"    There  g 

IS  no  obligation,   and  there  is  no  cost  for  this  g 

valuable  information,  yet  it  could  mean  a  great  g 

deal    to   you    m    the    active    markets   ahead.    For  g 

your  free   copy,    send   today   to  Warrants.    Dept.  g 

F  407,    R.H.M.    Associates,    220    Fifth    Avenue,  g 

New  Yorli,  N.Y.,  10001.  | 
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MARKET    TIMING    and 
STOCK    SELECTION 

by   POINT   and    FIGURE   technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors    in    their    market    operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for   Portfolio   F-109. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
150  Broadway  •  New  York  38,  N.  Y. 


big-capitalization  companies."  For 
one  thing,  this  issue  area  by  and 
large  oflFers  the  happiest  combination 
of  limited  downside  risk  and  a  com- 
fortable upside  potential.  For  an- 
other, with  there  being  so  many  un- 
knowns in  the  broad  outlook,  the 
emphasis  of  the  serious  security  buyer 
tends  to  be  in  the  more  traditional 
areas  of  the  economy. 

In  my  opinion,  American  Telephone 
6-  Telegraph  is  a  perfect  illustration 
of  the  special-issue  attraction  which 
can  be  found  in  this  area  of  the  mar- 
ketplace. It's  not  just  that  household 
formation  trends  present  a  special 
"plus"  to  the  telephone  business  as 
well  as  to  others,  or  the  fact  that  this 
year's  growth  is  proving  better  than 
earlier  anticipated.  Rather,  if  only 
25%  of  the  stockholders  accept  the 
company's  proposal  to  reinvest  their 
dividends  in  common  stock,  a  new 
market  force  may  be  created.  The 
demand  on  this  basis  would  be  equal 
to  over  20%  of  last  year's  trading 
activity.  With  1969  earnings  likely 
to  be  in  excess  of  $4  per  share  as 
compared  with  1968  profits  of  $3.75 
per  share,  AT&T  has  both  invest- 
ment  and  speculative  appeal. 

No  New  Lows? 

Ill  my  opinion,  the  real  unknown 
is  not  so  much  whether  there  will 
eventually  be  a  realignment  of  inter- 
national currency  values,  but  whether 
the  1969-70  production  and  earnings 
valley  will  be  as  shallow  and  short- 
lived as  I  have  thought  likely.  De- 
velopments in  this  area,  rather  than 
the  value  of  the  pound,  franc  or  mark, 
hold  the  key  to  the  question  as  to 
whether  a  decisive  turn  for  the  better 
can  occur  without  more  pain  than 
has  yet  been  witnessed. 

Even  we  who  have  felt  that  this 
is  a  year  when  market  extremes  can 
be  avoided  will  agree  that  a  number 
of  other  questions  have  not  yet  been 
answered.  One,  for  example,  is  how 
the  security  buying  public  will  react 
when — and  if — evidence  that  the 
economy  is  de-accelerating  becomes 
more  emphatic  than  it  is  now.  Thus 
far  the  signs  of  a  coming  slowdown 
have  been  subtle  rather  than  ob- 
vious. Another  imknown  revolves 
around  the  question  of  whether  the 
threat  of  a  coming  profit-margin 
squeeze  will  change  the  heavy  com- 
mon stock  orientation  of  the  still 
underinvested  professional  security 
buyers  who  dominate  the  market- 
place. On  balance,  however,  it 
seems  to  me  that  the  lows — but  not 
the  highs — for  1969  have  already 
been  witnessed.  But  there  is  nothing 
contradictory  in  suggesting  buying 
reserves  as  well  as  an  aggressive 
interest  in  stocks  with  a  story.  ■ 


WHAT  MAKES 


INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  Is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on    any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries,  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02181,  Dept.  F-281 
Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name 


BABSOIV'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  ma 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Cliarles  Center,  Dept. B 
Baltimore,  Md.  21201 


Check  The  Fast 

Moving  Stocks  In 

Today's  Fast  Moving 

Market  With 

COMPUSTRENGTH®  REPORT 

Ultra    High    Volume    •     •    Relative    Strength 

Kvery  Wednesday,  the  ratio  of  the  closing  price 
of  each  NYSK  and  ASE  stock  is  taken  against 
its  moving  average  price  for  each  of  the  time 
periods:  10,  20.  and  .^.0  weeks.  If  a  plus  percent- 
age results,  it  signifies  the  current  price  is  above 
its  moving  average  for  that  period.  A  minus  per- 
centage shows  it  is  below  its  moving  average. 
The  higher  the  plus  percentage,  the  stronger  the 
stock;  the  lower  tlie  percentage,  the  weaker  the 
stock. 

In  the  same  fashion  COMPUSTRENGTH  calcu- 
lates the  normal  or  average  volume  of  each 
NYSE  and  ASE  stock  for  10,  20,  and  30  week 
periods  and  then  gives  the  percentage  by  which 
the  current  Wednesday  closing  volume  is  above 
or  below  its  moving  average. 

SPECIAL    FEATURES 

COMPUSTJtENGTH  lists  separately  the  25 
slocks  on  hotli  the  NYSE  and  ASE  which  1. 
Have  the  hiifhest  volume.  2.  The  strongest  rela- 
tive strength.  3.  The  weakest  relative  strensth. 
lOach  for  10,  20,  30  Weeks!  COMPDSTRENGTll 
also  marks  with  an  *  every  stock  which  has 
Rone  from  a  minus  to  a  plus,  or  a  plus  to  a 
minu;^,  percentage. 

SPECIAL 
f  \TRO»S  CTOKV  OFFER 

Prove  :■>  yourself  that  this  revolutionary  new 
service  can  help  you  pinpoint  your  selection  of 
stocks  and  systematize  your  timing.  Try  our  spe- 
cial intrj'Juctory  subscription  of  four  issues  and 
explanation  sheet  (or  just  $20.00. 
Send  this  ad  and  chp  k  v.:ih  your  name  and 
address  to  (■ir.\RTtUlArT.  INC.,  Dept  F-170 
I  West  Ave.,  I>archmi-nt.  N.Y.  10538. 
N.Y.  State  Residents  Add  Applicable  Tax, 
N.Y.   City    Residents   Add   6%    Tax. 


HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound    Investment   Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION    PRESS,  JERICHO,   N.Y.   11753 

Order   from    publisher  or  from    Brentano's, 
Doubleday  or  other  stores. 


THEFUNDS 


Some  People  Never  Learn 

Five  years  ago  most  mutual  funds 
had  never  heard  of  a  little  Bronx,  N.Y. 
printing-press  maker  named  R.  Hoe 
&  Co.  Today  a  dozen  or  so  perform- 
ance funds  wish  they  never  had.  For 
virtually  overnight  they  saw  their 
Hoe  investment  shrink  by  60% — with 
little  chance  of  recouping  soon. 

The  story  tells  quickly.  In  1964 
Hoe  common  sold  for  50  cents  a 
share  on  the  current  stock.  By  1968 
it  hit  59/8.  Recently  it  was  down 
around  13.  Now  the  funds,  which  had 
bought  most  of  their  stock  on  the 
way  up,  can't  afford  to  get  out. 

The  Hoe  caper  began  in  1964,  when 
Hoe  introduced  an  improved  version 
of  its  Colormatic  newspaper  press, 
combining  simplicity,  speed  and  good 
color  reproduction.  Burton  C.  Pol- 
glase,  president  since  April,  says  the 
new  press  lifted  Hoe's  market  share 
from  15%  to  over  50%.  This  more  than 
doubled  sales  in  the  next  three  fiscal 
years  (through  Sept.  30)  to  $46  mil- 
lion and  quadrupled  earnings  to  $2.4 
million.  The  progress  seemed  to  be 
continuing  in  fiscal  1968,  as  the  com- 
pany reported  $46.5-million  sales  and 
$2.9-million  profits  in  the  nine  months 
ended  last  June  30.  The  biggest  be- 
lievers were  the  funds,  which  by  last 
year's  end  owned  817,000  shares,  or 
42%  of  the  outstanding  common. 

Trading  Stopped 

The  fact  that  no  one  outside  man- 
agement knew  what  Hoe's  fiscal  1968 
earnings  really  were  didn't  seem  to 
worry  the  funds;  they  had  net  pur- 
chases of  120,000  shares  in  the  De- 
cember quarter.  On  Jan.  23,  however, 
they  had  plenty  to  worry  about.  Hoe 
announced  that  fiscal  fourth-quarter 
earnings  had  dropped  because  its  au- 
ditors had  insisted  on  expensing  rath- 
er than  capitalizing  certain  costs.  Hoe 
also  announced  tliat  Executive  Vice 
President  Arthur  Gordon  had  been 
elected  president,  succeeding  Thomas 
F.   Hanley,  who   remained   chairman. 

The  American  Stock  Exchange 
stopped  trading  in  Hoe  stock  at  once 
— the  last  trade  was  at  49?» — to  wait 
for  Hoe's  audited  1968  results.  It  got 
them  Feb.  4:  sales  $48.3  million,  only 
$1.8  million  above  the  nine-month  fig- 
ure; and  earnings  down  12.5%  to  $2.1 
million.  After  getting  fiscal  first-quar- 
ter results  (earnings  just  $13,000  on 
sales  that  slumped  to  $9.7  million) 
and  contenting  itself  that  Hoe's  fi- 
nances were  reasonably  sound,  the 
Amex  reopened  trading  on  Mar.  3. 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

^   placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  eflR- 
cient  in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  SI 00  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"  and  how 
it  may  help  you  now,simply  write  Dept.  G-55 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    •    Incorporated  1936 
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POWER 
£  LIGHT 


-A   <S>havMj^ 
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Serving 
homes, 
farms, 
industry  in 
4  states 
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UTAH    COLO. 


AGGRESSIVE  GROWTH 
ACCOUNTS  MANAGED 


Under  discretionary  management  o( 

ROBERT  N.  PEISNER 

Acct.  Exec,  and  Author  ot  "How  to  Select  Rapid 
Growth  Stocks."  Now  In  5th  printing. 
MINIMUM  $25,000  BUYING  POWER 

Bateman  Eichler,  Hill  Richards 

INCORPORATED 

Member  New  York  Stock  Exchange 

635S  Topanga  Canyon,  Woodland  Hills,  Cal.  91364 

Phone  (213)  883-4040 
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The  first  sale  was  at  20,  off  29X, 
and  the  price  kept  falling.  But  no  big 
blocks  were  sold,  because  the  funds 
were  locked  in.  Colonial  Equities  held 
63,500  shares  at  an  average  cost  of 
S45  a  share,  for  a  loss  totaling,  at  re- 
cent quotations,  some  S2  million; 
Channing  Special  Fund  was  stuck 
with  140,000  shares  costing  about  33, 
for  a  S2.8-million  loss.  And  any  hope 
that  Hoe's  troubles  would  soon  pass 
was  shattered  when  the  compan> 
announced  it  had  lost  $1.2  million 
in  its  second  (March)  quarter  and 
that  both  Hanle>  and  Gordon  had  re- 
signed. This  left  Hoe  in  the  hands  of 
Polglase,  an  engineer,  whose  first  job 
was  wheedling  some  working  capital 
out  of  James  Talcott  Inc. 

This  recounting  leaves  unanswered 
a  host  of  important  questions.  Why 
did  Hoe's  full-year  report  differ  so 
drastically  from  the  nine-month  fig- 
ures? How  could  Hoe's  sales  drop 
from  $15.5  million  in  the  third  quar- 
ter to  an  indicated  $1.8  million  in  the 
fourth?  And  above  all,  why  weren't 
the  stockholders  warned? 

But  the  fact  that  important  infor- 
mation was  withheld  does  not  absolve 
the  funds.  An\  industr\  source  could 
have  told  them  that  Hoe  first  missed 
an  important  trend  to  offset  presses 
and  then  suffered  when  man\-  pub- 
lishers postponed  ordering  any  press 
to  see  if  later  letterpress  developments 
could  reverse  the  trend. 

Furthermore,  the  capital-gains-hun- 
gr\  funds  had  ignored  Hoe's  strange 
capitalization.  It  has  two  classes  of 
stock:  common,  which  the  funds 
bought;  and  Class  A,  in  effect  a  pre- 
ferred with  most  of  the  \oting  power. 
The  funds,  with  42'i  of  the  common, 
were  effectively  disfranchised  as 
stockholders.  And  the  $4.85-per-sliare 
arrearages  on  the  Class  A  precluded 
any  dividends  on  the  common. 

In  any  stock-market  fiasco,  there's 
a  rap  to  be  taken.  Hanley  and  Gor- 
don have  to  answer  for  not  being 
more  candid  about  Hoe's  plight.  Nei- 
ther is  talking  now,  but  both  may  get 
a  chance  to  answer  in  court  to  charges 
filed  in  two  stockholders  suits. 

The  funds  Iiave  to  answer  to  their 
own  stockholders.  But  they  probably 
can't  say  more  than  an  officer  of  one 
of  them  said  to  Forbes:  "Everybody 
was  just  dumb. " 

Real  Estate  "Mutual  Funds" 

Re.xl  estate  has  long  been  pretty 
much  oft  limits  to  U.S.  mutual  fund 
investors.  Since  a  mutual  fund  must  by 
law  be  able  to  redeem  its  shares  for 
cash  within  seven  days  of  a  share- 
holder's request,  its  assets  must  be 
liquid.    Real    estate    is    hardly    that. 
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MONEY  EVERY  MONTH  FOR  YOU? 


MUTUAL  FUND 
WITHORAWAL 
PLAN  RESULTS 

FundScope,  the  monthly  mutual  fund  magazine,  in  its  June  issue  examines 
"Withdrawal  Plans"  from  the  investor's  viewpoint.  Gives  you  the  latest  detailed 
performance  results  on  183  of  these  popular  Check-A-Month  plans.  Along  with  the 
numerous  benefits  and  advantages,  there  are  pitfalls  and  disadvantages  which 
FundScope  uncovers  so  investors  can  avoid  them.  Since  1960  the  number  of  With- 
drawal Plan  accounts  has  increased  by  over  800%.  But,  this  is  not  automatically 
the  "pot  of  gold"  at  the  end  of  the  rainbow.  This  dynamic  issue  shows  that  rising 
market  period  results  alone  can  be  deceptive,  and  principal  can  become  exhausted 
in  periods  of  market  decline  if  you  have  not  set  up  a  prudent  program. 

How  do  you  know  which  plan  is  best  for  you . . .  and  why?  What  formula  can  you 
use  which  assures  continuous  monthly  withdrawals  without  exhausting  principal? 
What  type  of  fund  Is  best  for  a  Withdrawal  Program?  How  much  should  you  with- 
draw? What  are  the  various  options  and  how  do  they  work?  How  many  ways  can 
these  plans  be  used?  Are  they  practical  for  Estate  Planning  and  Trust  Arrangements? 
How  does  a  Withdrawal  Plan  differ  from  an  insurance  annuity? 

These  are  just  a  few  of  the  many  questions  answered  in  the  June  issue  of 
FundScope  about  Withdrawal  Plans.  If  you  want  to  learn  more  about  these  "Check- 
A-Month"  plans  that  nearly  a  quarter  million  investors  use  to  withdraw  over  17  mil- 
lion dollars  every  month,  then  do  not  fail  to  accept  FundScope's  special  offer  below. 

SPECIAL  OFFER -Just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 

A.  The  previously  mentioned  June  "Withdrawal  Plan"  issue. 

B.  The  exclusive  July  issue  featuring  performance  results  for  all  successive  10,  15 
and  20-year  periods  in  the  past  quarter  century  (a  total  of  33  different  periods). 

C.  Tlje  August  issue  highlighting  "Go-Go"  performance  funds.  Brings  you  right  up 
to  date  with  performance  results  for  the  first  half  of  '69  and  the  past  12-months. 


PLUS  4  BIG  BONUSES 


2. 


1969  MUTUAL  FUND  GUIDE.  Published  each  April,  this  indispensable  book  con- 
tains 308  pages  of  vital  data  on  375  funds.  Included  are  their  addresses  and 
valuable  performance  and  statistical  information.  (This  Guide  alone  sells  for  $10.) 
ARE  NO-LOAD  FUNDS  A  BARGAIN?  A  special  32  page  reprint  from  FundScope's 
famous  January  issue  comparing  No-load  Funds  with  Load  Funds. 

3.  COMBINING  MUTUAL  FUNDS  AND  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY. 
A  special  reprint  that  shows  the  workings  of  these  combination  packages. 

4.  KEOGH  IS  FOR  YOU.  An  in-depth  8  page  reprint  that  thoroughly  covers  the  plan's 
35  main  points  as  well  as  advantages  and  disadvantages. 

Remember,  FundScope  is  the  only  publication  of  its  kind  and  spotlights  unusual 
news  and  features  items  out  of  the  ordinary  which  may  mean  dollars  in  your  pocket. 
FundScope  does  not  offer  investment  advice  but  provides  facts  to  assist  you  in 
making  decisions.  We  do  not  sell  mutual  funds  or  have  any  connection  whatsoever 
with  any  fund  or  related  company.  No  salesman  will  call.  Not  available  on  newsstands. 
ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

FundScope 

Dept.  F-  95   Gateway  East 
Century  City,  Los  Angeles,  Cal.  90067 
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OBJECTIVE 

possible  growth  for 
your  investment. 


i^J^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION,  PLEASE  SEND  FREE  PROSPECTUS/LITERATURE  TO: 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


Eabon  &  Howard 
Special  Rjnd 

invests  in  both  seasoned  and 

new  enterprises  where  significant  changes 

appear  to  be  taking  place 

Growth  Rind 

invests  in  a  limited  number  of 
quality  growth  stocks 

These  two  Eaton  &  Howard  funds  offer  the  prospect  of  grecter-thon-average 
growth  ..and  risk.  For  a  prospectus,  ask  your  investment  dealer  or  mail  coupon. 


Eaton  &  Howard,  Inc. 

24  Federal  Street,  Boston,  Mass.  021 10,  Dept.  F-0 

Please  send  prospectus  and  latest  quarterly  report  on 
D  SPECIAL  FUND  Q  GROWTH  FUND 


Nome- 
Street_ 
State— 


-City. 


-2ip- 


-Phone. 
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However,  since  1960,  when  Congress 
made  some  helpful  changes  in  the 
tax  laws,  several  so-called  "real-es- 
tate mutual  funds"  have  been  fonned. 

They  are  so  named  because  thev 
pay  no  federal  income  taxes  as  long 
a$  at  least  90%  of  their  ordinary  in- 
come is  distributed  to  investors.  In 
this  they  resemble  a  mutual  fund,  but 
thete  the  similarity  ends.  Unlike 
mutual  funds,  these  real-estate  in- 
vestment trusts  do  not  redeem  their 
.shares;  they  can  only  be  "redeemed 
through  sale  in  the  open  market.  An-1 
other  major  difference  is  that  they  can  * 
borrow  money  either  from  banks  or  by 
issuing  debt. 

These  trusts  invest  in  real  estate  in 
one  of  two  ways.  The  equity  real-es- 
tate trust  buys  income-producing 
apartment  houses  or  commercial  prop- 
erty. The  mortgage  investment  trust 
lends  money  to  builders  to  construct 
buildings — homes,  apartment  houses, 
commercial  buildings — usually  for  the 
six-to-18-month  period  it  takes  to 
construct  them.  Its  loan  is  then  repaid 
by  a  mortgage  from  an  investing  in- 
surance company  or  other  long-term 
lender. 

Wall  Street  Wave 

It  is  the  mortgage  type  that  has  so 
captivated     Wall     Street     in     recent  ti 
months.  "New  trusts  are  being  set  up  J 
almost    every    week,"    says    Gordon  ' 
Luce,  analyst  for  Clark,  Dodge.  This 
had    happened    once   before,    in    the  ^ 
early  1960s.  "Then  the  market  broke,"  I 
says   Alan   J.    Smith,   investment   ad-  f 
visory    president    of    newly    formed 
Associated  Mortgage  Investors,  "and  « 
killed  the  idea.  When  the  market  re-    I 
covered,  real  estate  got  to  be  a  dirty  | 
word."  •■ 

The  reason  Wall  Street  is  interested 
again  is  the  seller's  market  in  real  es- 
tate today,  as  evidenced  by  rising 
rents  and  property  values  in  both 
commercial  and  residential  property. 
Another  reason  is  the  success  of  a 
couple  of  the  mortgage  trusts  like 
First  Mortgage  Investors,  the  first 
trust  to  invest  in  mortgages  alone, 
started  in  1961,  and  Continental 
Mortgage  Investors,  the  largest  mort- 
gage investment  trust,  which  has  in- 
creased its  assets  an  average  of  381 


J 


a  year  since  its  founding  in  1962 

Says  Durand  Holladay,  president  ol 
Continental's  investment  adviser, 
"There  was  very  little  competition. 
We  had  the  field  only  to  ourselves.", 
Holladay  compares  Continental  with 
the  real-estate  loan  department  of  ai 
bank:  "It's  like  the  old  joke,"  he  says, 
"a  bank  will  only  lend  you  money 
after  they  are  sure  that  you  don't 
need  it.  They  have  never  analyzed 
real-estate  loans  from  the  standpoint 
of   the   project   itself,    its    feasibilitM^ 

1 
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.\Ioieo\er,  the  banks  are  fair-weather 
lenders.  \\'hat  do  they  cut  first  when 
mone\   gets  tight?  Real-estate  loans." 

As  money  lenders,  the  mortgage 
trusts  live  on  the  spread  between  the 
cost  of  the  mone\  they  borrow  and 
what  the\  can  lend  it  for.  Their  cost 
at  the  prime  rate  is  now  D^'i,  but  con- 
struction loans  yield  10%  to  15%,  land 
development  loans  even  more.  From 
that  margin  must  come  the  substan- 
tial costs  of  administration.  "These 
loans,"  sa\s  Holladay,  "require  daily 
attention.  We  have  to  insure  that  no 
liens  are  filed  against  the  property, 
that  our  money  is  being  dispersed  to 
the  right  people  and  that  the  project's 
costs  are  staving  on  budget." 

Holladav'  wonders  how  the  new  en- 
trants to  the  field  will  be  able  to  man- 
age. "We've  found  it  very  difficult  to 
get  good  management,  good  loan  of- 
ficers. Former  life  insurance  company 
men  are  too  oriented  to  the  long 
term,"  he  says.  "Former  commercial 
bank  men  are  too  credit  oriented. ' 

leveraging 

Another  newcomer  difficulty  will 
be  in  getting  money.  "You  don't  go 
out  to  sell  more  shares,"  he  says, 
"you've  got  to  borrow  and  use  lever- 
age. And  if  \ou  can't  borrow  cheap 
enough,  you  can't  make  it  work."  Last 
year  Continental  was  able  to  leverage 
a  4'i  return  on  total  capital  into  a  \1% 
return  on  stockholders'  eciuity. 

Half  of  Continental  s  debt  is  short 
term — from  banks.  To  get  those  loans 
from  banks,  says  Holladay,  Continen- 
tal had  to  invest  a  substantial  portion 
of  its  assets  in  FHA  and  \'A  mort- 
gages, which  return  a  lower  yield 
than  construction  loans.  "If  we  hadn't 
had  most  of  our  S38  million  etjuity 
mone>  in  long-term  FHA  and  \'A 
mortgages,"  he  .says,  "the  banks 
wouldn't  have  loaned  us  this  money, 
because  construction  loans — where  we 
really  make  our  money — are  not 
liquid.  If  they  go  sour,  the  banks 
would  have  no  other  way  to  get  their 
money  but  to  sit  back  and  wait  for  it." 
•  Continental  has  certainly  become 
the  darling  of  Wall  Street.  With  earn- 
ings growing  at  a  25?  compounded 
rate  since  1962,  its  stock  recently  sold 
at  $49  t.v.  an  offering  price  (adjusted) 
of  $5.  Are  the  newcomers  likely  to 
fare  as  well?  Holladay  is  skeptical. 

"They've  had  a  very  easy  time  get- 
ting equity  monev — a  lot  of  it — from 
the  market,"  he  says.  But  the  tempta- 
tion will  be  to  hurry  all  of  this  money 
into  high-yielding  construction  loans 
— which  means  giving  up  their  hope 
of  leverage  by  borrowing  from  banks. 
Once  that's  done,  says  Holladay, 
"They're  going  to  find  that  banks  won't 
even  know  your  name  if  your  balance 
sheet  doesn't  have  a  borrowing  base."* 


ANNOUNCING: 

New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA  FUND .«. 

Objective:  Capital  Appreciation.  The  Fund  will  seek  capital  growth 
in  any  industry  but  its  initial  portfolio  consists  largely  of  securities 
of  companies  engaged  in:  Real  Estate  •  Natural  Resources 
Development  •  Scientific  and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

iMail  coupon  for  free  prospectus  aaMMMBiBai 


Rowe  Price  New  Era  Fund,  Inc., 
One  Charles  Center,  Dept.  C, 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 


City State Zip  Code. 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 


QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  June  30,  1969: 

Class  o\  Stock 

Dividend 
Per  Share 

Common 

$   .41 

$1.40  Dividend 
Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 
4.18%  Series 
4.30%  Series 
5.05%  Series 
5.28%  Series 
6.80%  Series 

$1.02 
1.045 
1.075 
1.2625 
1.32 
1.70 

All  dividends  are  payable  on  or  be- 
fore June  30,  1969  to  stockholders 
of  record  June  2,  1969. 

MALCOLM  CARRINGTON.  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


dividend  notice 


MIDDLE  SOUTH  UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of 
22<f  per  share  on  the  Common  Stock,  payable  July  1,  1969,  to 
stockholders  of  record  at  the  close  of  business  June  12, 1969. 


May  16, 1969 


I  ANNE  M.FITZGERALD 
I  Secretary 


THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  Slight  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company      New  Orleans  Public   Service    Inc. 
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COLOR 
TELEVISION 
IN  EUROPE 


Color  television  came  to  Europe 
in  the  summer  of  1967.  The  take- 
off in  West  Europe  is  expected 
to  be  considerably  faster  than  it 
was  in  the  United  States,  as  Eu- 
ropean television  is  controlled 
almost  entirely  by  governments 
and  financed  by  taxpayers.  Thus 
there  is  no  need  to  persuade 
cost-conscious  sponsors  to  foot 
the  bill  for  programming.  Sec- 
ondly, Europe's  late  entry  ena- 
bled manufacturers  to  learn  from 
more  than  a  decade  of  Ameri- 
can experience,  resulting  in  sets 
that  are  markedly  superior  to 
our  own. 

From  among  the  score  of 
companies  involved  in  West  Eu- 
rope, we  have  singled  out  four 
for  detailed  discussion:  Philips, 
Thorn,  Rank,  and  AEG-Tele- 
funken. 

For  a  copy  of  this  56-page 
booklet,  address  Department  P. 


LOEB,  RHOADES  &  CO. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  STOCK  EXCHANGES 

42  WALL  STREET,  N.Y.  10005 


Trends 

&  Tangents 

(Continued  from  page  14) 

Button,  Button 

Dennison  Manufacturing  Co.  is 
finding  more  profit  in  its  new  nov- 
elty, the  Buttoneer,  than  in  any 
other  item  in  a  production  line  that 
stretches  from  copying  machines  to 
specialty  papers  and  stationery  sup- 
phes.  The  Buttoneer  staples  but- 
tons to  any  garment  with  a  plastic 
thread.  Since  its  introduction  last 
September,  it  has  repaid  its  R&D 
and  promotion  costs,  and  is  now 
showing  an  after-tax  profit  margin 
much  higher  than  the  company's 
5%  average.  "It's  too  early,"  says 
Treasurer  C.  E.  Josselyn,  "to  tell  if 
we  have  a  gimmick,  gadget  or  a 
utility  consumer  item,  but  we  ex- 
pect to  sell  a  million  of  them  this 
year  compared  with  100,000  in 
1968."  Which  would  add  ab.ut  $3 
million  to  1969  sales;  $3  of  But- 
toneer's  retail  price  of  $5.9.5  goes 
to  Dennison. 

Top  Seat 

The  trade  paper  Home  Furnish- 
ings Daily  reports  what  may  be  the 
last  word  in  affluence:  a  toilet  seat 
that  sells  for  $25,  about  three  times 
the  typical  price  of  $8.50.  Until 
this  year,  the  top  of  the  line  had 
been  about  S16. 


FOREIGN 


Come   On   Up 

The  Canadians  may  be  worried 
about  takeovers  by  U.S.  conglom- 
erates, but  Canadian  brokerage 
houses  insist  that  their  own  home- 
grown conglomerates  serve  a  valu- 
able economic  function.  The  Ca- 
nadian conglomerates,  the  story 
goes,  have  a  useful  purpose  in 
a  country  where  the  markets  are 
widespread  and  fragmented,  and 
the  native  companies  are  smallish. 
"A  conglomerate  here,"  says  J. 
Douglas  Grant,  a  money  manager 
for  Toronto  investment  dealers  Fry 
&  Co.,  "can  do  what  smaller  compa- 
nies can't  do  adequately:  financing, 
computer  operations,  marketing, 
centralized  management  with  a 
national  overview,  research  and 
diversification."  Canadian  conglom- 
erates range  from  such  young 
companies  as  Dylex,  Neonex  In- 
ternational and  Seaway  Multicor- 
poration  to  companies  like  Canadian 
Pacific  and  Imperial  Tobacco.  ■ 


COSMOPOLITES 


-.  According  to  the  1969 
Simmons  Study,  42.6%  of 
FORBES'  readers  took  a  for- 
eign trip  in  the  past  five  years. 

This  is  the  highest  concentra- 
tion of  foreign  travelers  shown 
among  all  57  publications 
measured  in  this  study. 

You  always  reach  the  peo- 
ple who  are  going  places  in 
FORBES. 


"USF&G 

Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  one 
dollar  a  share,  payable 
July  31,  1969,  to  stock- 
holders of  record  June  27, 
1969. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
May  28,  1969 


E.I.DU  PONT  DE  NEMOURS&COMPANY 

Wilmington,  Del.,  Moy  \9,  1969 
The  Board  of  Directors  today  declared 
regular  quarterly  dividends  of  $1.12V}  a 
shore  on  the  Preferred  Stock — $4.50  Series 
ond  87 '/j*  a  shore  on  the  Preferred  Stock 
— $3.50Series,  both  poyoble  July  25, 1969, 
to  stockholders  of  record  at  the  close  of 
business  on  July  10,  1969;  also  $1.25  a 
share  on  the  Common  Stock  os  the  second 
quarterly  interim  dividend  for  1969,  poy- 
oble June  12,  1969,  to  stockholders  of  rec- 
ord at  the  close  of  business  on  May  27, 1 969. 
H.  T.  Bush,  Jr.  Secretary 


Better  ttilngs  for  better  IMng 
...thpougti  ctiemlstry 
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^ee  the  nice  man. 

He  is  asleep 
beneath  the  tree. 

The  sun  is  shining, 
shining,  shining. 

The  birds  are  singing, 
singing,  singing. 

Everything  is  nice  and 
peaceful  and  serene. 

Do  you  know  why  everything  is  always  nice  and  peaceful  here? 
Because  this  is  not  a  real  world. 

It  is  make  believe.  It  never  rains.  There  is  no  bad. 
And  nobody  ever  gets  sick.  Ever. 

Real  worlds  are  different.  We  know.  We  work  against 
real  cancer  in  this  real  world.  Every  year  more  and  more  people 
are  helped  to  live  longer  because  they  go  for  checkups 
when  they  think  everything  is  nice  and  rosy. 

It  is  the  only  way  they  can  be  helped.  If  they  go. 

Too  many  people  live  in  a  make-believe  world.  They  put  it  ofF 

and  put  it  off  and  put  it  off. 

Tsk.  Tsk.  This  is  naughty,  naughty,  naughty. 

Do  you  know  why  we  talk  to  you  like  this? 

Simple.  When  we  talk  to  you  like  adults,  you  don't  listen,  listen,  listen, 

200,000  were  saved  last  year. 

Annual  checkups  can  help  save  thousands  more. 

What  are  you  waiting  for? 

Help  yourself  with  a  checkup.  And  others  with  a  check.  American  Cancer  Society 
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eaturing  a   j 

current   | 

cross-section   I 

of  stocks  which    j 

should  partici-   i 

pate  fully  in  the  economic   i 

and  population  growth  in  the    | 

years  ahead.  i 

40  STOCKS  SELECTED 

Forty  stocks  are  carefully  selected  in  these  basic 
investment  categories:  6  Junior  Blue  Chips;  4 
Cyclical  Stocks;  7  Speculative  Stocks;  7  Develop- 
ing Growth  Slocks;  7  Established  Growth  Stocks; 
5  Good  Quality  Income  Stocks  and  4  Over-The- 
Counter  Stocks.  So  no  matter  what  your  invest- 
ment objectives  are,  you  con  use  this  1969  Guide 
to  select  new  buying  opportunities. 

STARTER  PORTFOLIO 

Seven  stocks — one  from  each  basic  category  in 
the  Guide— are  grouped  to  form  a  $10,000 
"Starter  Portfolio."  In  effect,  a  top  stock  in  each 
category  is  selected  to  give  you  a  balanced  port- 
folio combining  in  one  "package"  a  broad  cross- 
section  of  outstanding  current  investment  oppor- 
tunities. It's  all  on  one  page— but  many  think  this 
one  page  alone  is  well  worth  the  small  price  of 
this  1969  FORBES  Guide. 

co^Tl^uovs  slpervision 

Our  staff  keeps  all  of  its  stock  recommendations 
under  continuous  review  as  a  matter  of  policy. 
Conditions  within  the  economy,  an  industry  or  a 
company  can  change  with  startling  speed.  A  stock 
can  become  vulnerable  to  a  price  decline  because 
it  moved  up  too  quickly  and  is  overvalued,  or 
because  its  earnings  and  growth  prospects  start 
to  slide.  This  "Program  For  Continuous  Super- 
vision" gives  you  periodic  reviews  which  keep 
you  continuously  up  to  date  on  the  investment 
status  of  all  40  stocks  selected  for  this  Guide — 
as  well  as  immediate  "Sell"  advice.  Your  parti- 
cipation in  this  unique  Service  entitles  you  to 
receive  the  Guide  in  a  handsome  looseleaf  binder 
in  which  to  file  "Interim  Reviews"  and  sell  recom- 
mendations. Check  off  the  Continuous  Supervision 
program  on  the  handy  order  form  below. 

CUP  AND  MAIL  TODAY! 


Forbes  Investors  Advisory  Institute  Inc. 
60  Fifth  Avenue,  New/  York,  N.Y.  10011 

Please  send  me  "FORBES  GUIDE  TO  COMMON 
STOCK  PROFITS"  for  10  days'  free  examina- 
tion. 10  days  after  I  receive  if  I  will  remit  $15 
(plus  postage  and  tiandling)  or  return  the 
Guide  and  owe  nothing.  Add  Sales  Tax  ap- 
plicable   on    New   York   State   orders. 

n  Check  hare  if  you  wish  also  the  "Continuous 
Supervision  Program"  on  all  40  stocks  for  12 
months — add  $25. 

D  Check  here  if  you  enclose  payment  to  save 
postage  and   handling  costs. 


NAME 


(please  print) 


ADDRESS.. 


K-8051 


CITY 


..STATE Zip  Code 


READERS  SAY 


(Continued  from  pa^j  20) 
What  Money  Can  Do 

SiH:  I  just  read  your  May  15  editorial 
page.  MarveloiLS.  You've  emphasized  that 
we  all  like  money,  even  college  students. 
But  money  is  not  what  it  was  fifty  years 
ago.  The  businessman  in  his  antiseptic 
downtown  office  may  have  clean  air  and 
water  but  his  family  chokes  through  the 
polhition  all  around  us.  What  good  is 
money  if  you  do  not  have  the  health  to 
live  and  enjoy  it.  Our  subsidy  of  heavy 
industry  by  letting  them  use  air  and  wa- 
ter free  is  crazy.  It's  killing  us  all. 

You  also  refer  to  the  budget  surplus. 
A  dandy  little  way  to  impro\'e  it  would 
be  to  remove  the  oil  industry  subsid) . 
When  the  industry  was  being  built  I  can 
see  why  it  needed  subsidizing.  Today 
I  cannot. 

As  a  commuter  your  piece  on  the 
Metroliner  is  close  to  my  heart.  I  am 
afraitl  the  Metroliner  is  doomed  to  fail- 
ure while  we  have  such  a  big  auto,  truck 
and  gasoline  lobby  in  Washington.  I  can 
only  dream  of  what  the  annual  $10  bil- 
lion to  .$20  billion  spent  on  highways 
would  do  if  spent  just  one  year  on  the 
connnuter  industry. 

The  subsidies  that  were  passed  out  in 
the  past  are  coming  out  of  all  our  pock- 
ets toda\'.  They  need  to  be  rethought. 

— Fooioi.\N  L.  Mueller  Jr. 
\\'ilmette,  111. 
Voo  Call  If  Taxes 

Sir:  We  wish  the  best  of  success  to 
U.S.  Attorney  Robert  Morgenthau  in  his 
efforts  to  stop  the  flow  of  money  into 
Swiss  bank  accounts  for  the  purpose  of 
avoiding  taxes  (Forbes.  May  1).  Mr. 
Morgenthau's  task  might  be  tnade  easier 
if  Congress  would  take  action  to  renio\e 
some  of  the  inequities  in  our  present  tax 
laws.  For  instance,  the  one-sided  capital 
gains  tax,  which,  under  inflation,  amounts 
to  a  large  extent  to  capital  confiscation. 
— William  K.  Munx 
Oakland,  Calif. 

Sir:  Tax  avoidance  (or  evasion,  if  \ou 
will)  will  no  longer  be  acceptable  when 
the  90%  learn  that  taking  from  the  lOS 
without  their  consent  is  stealing,  even  if 
you  call  it  taxation.  What  is  mine  does 
not  belong  to  "society"  to  do  with  as  it 
pleases. 

— Ch.^rles  M.  Freel.\\d 
D>er.  Ind. 

Everlasting    Benefits— Sometimes 

Sir:  Frequently  you  have  treated  the 
possibility  of  takeover  bids  as  a  menace 
or  a  disaster.  For  example,  on  page  64 
of  the  Apr.  15  issue  you  remark  tliat  the 
"Heinz  people  protected  the  company 
from  the  wolves." 

Some  of  these  conglomerate  empire 
builders  are  certainly  dubious  promoters. 
Nevertheless,  there  is  no  reason  to  as- 
sume that  an  effort  to  take  over  a  com- 


pany is  a  danger  to  the  shareholders  of 
that  company.  On  the  contrary,  it  docs 
usually  mean  an  immediate  enhancement 
of  their  net  worth — an  increase  which 
sometimes  lasts  forever. 

— Joseph   O.    L.\sos 
St.    Louis,    Mo. 

What's  this  "foreDei"?—MSF. 

Another  Cliff  Hanger 

Sir:    Congratulations  on  another  bril-^ 

liant,  witty  job  of  business  writiHg.in  th^ 

•  article  on   the  modern  business   Orpha 

Annie,  the  Bunker-Ranio  Corp.  (ForbesJ 

May  1). 

Another  cliff  hanger  not  mentioned 
occurred  in  Oct.  1966  when  B-R  .stock-j 
holders  (including  Nhirtin  Marietta)  in4 
creased  their  holdings  in  the  company 
by  an  unprecedented  40%  through  a  5-j 
for-2  rights  offering  at  a  time  whe 
Bunker-Ramo  needed  cash  to  expand  it 
Telequote  III  network. 

— Dr.  Walter  Kat 
Westfield,  N.]\ 

The  Perennial  Junior  Executive 

Sir:  Any  boss  worth  his  salt  does  nofe 
feel  threatened  by  his  associates  ( Fact  ir- 
Comment,  June  1).  Indeed,  he  prefers' 
smart  people  knowing  they  will  make  his 
job  easier.  Any  really  smart  junior  e.\ecu-  ^ 
tive  knows  how  to  get  his  ideas  .Tcrossfe 
without  antagonizing  anyone. 

The  danger  in  these  so-called  facetioui 
comments  ( never  beat  your  boss  at  golf, 
always  laugh  at  his  jokes)  is  that  some 
impressionable  young.ster  is  liable  to  be- 
lieve them  and  find  himself  a  perennial 
junior  executive. 

— M.  Michael  Teichma 
New  York,  N.Y, 

Nay  to  Sex  Education 

Sir:  Your  editorial  in  tlie  May  15  issue 
relative  to  sex  education  was  unfortunate. 
The  opposition  is  wider  and  deeper  than 
the  John  Birchers  and  thank  God  that 
parents  are  waking  up  to  this  problem 
as  well  as  to  the  dope  and  discipline 
problems.  Proper  sex  education  in  the 
eighth  grade  through  twelftli  grade  is 
one  thing — sex  education  in  lower  grades, 
is  something  else. 

— W".  Frank  Lauden'slayer 
Bo>ertown,  Pa. 

Siu:  Today  >ou  are  considered  unso- 
pliisticated  if  >ou  don't  belie\e  in  sex' 
education.  Well,  I  don't  mind  beingi 
called  unsophisticated  if  I  can  help  fight 
against  this  new  breed  of  moralist  who 
pushes  teaching  sex  to  fifth  graders. 

— A\'illiam  C.  Fabeh 
Chicago,  III. 

Sir:  I  am  not  a  Bircher,  but  I  am  a 
pediatrician  whose  profession  is  to  help 
the  children  of  our  nation,  because  they 
are  our  nation's  future,  and  it  sickens  me 
deeply  when  I  see  what  our  children  are 
taught  in  their  "Sex  Education." 

— Allan  J.  Lawson,  M.D. 
Indianapolis,  Ind. 
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THOUGHTS 


•      •      • 


ON  THE 
BUSINESS  OF  LIFE 


How  pleasant  it  is  for  a  father  to  sit 
at  his  child's  board.  It  is  like  an  aged 
man  reclining  under  the  shadow  of  an 
oak  which  he  lias  planted. 

— Walter  Scott 


Not   many  men   have   both   good 
fortune  and  good  sense.  — Li\'y 


It  is  impossible  for  men  engaged  in 
low  and  groveling  pursuits  to  have 
noble  and  generous  sentiments.  A 
man's  thought  mast  always  follow  his 
employment.  — Demo.sthexes 


There  is  no  trade  or  employment 
but  the  young  man  following  it  may 
become  a  hero.       — ^^'ALT  \A'HiTNfA\ 


Every  natural  power  exhilarates;  a 

true  talent  delights  the  possessor  first. 

— Ralph  Waldo  Emersox 


He    that    is    overcautious    will    ac- 
complish little.  — Schiller 


I  am  convinced  that  that  which 
makes  the  difference  between  one 
man  and  another — between  the  weak 
and  powerful,  the  great  and  insignifi- 
cant— is  energ\ .     — Tho>las  Buxton 


The  bad  workmen  who  form  the 
majority  of  the  operatives  in  many 
branches  of  industry  are  decidedly  of 
opinion  that  bad  workmen  ought  to 
receive  the  same  wages  as  good. 

— JOHx  Stuart  Mill 


Fathers  should  be  neither  seen  nor 
heard.  That  is  the  only  proper  basis 
for  familv  life.  — Osc.a.r  Wilde 


The  best  augury  of  a  man's  success 
in  his  profession  is  that  he  thinks  it 
is  the  finest  in  the  world. 

— George  Eliot 


B.  C.  FORBES 

It  is  as  true  today  as  it  was 
tjesterdaij  and  will  he  tomorrow 
and  many  tomorrows  thereafter 
that  a  good  toorkman  must  ever 
and  always  pass  a  poor  work- 
man. The  world  still  heats  a 
track  to  the  door  of  the  ahlest 
man  in  his  life,  even  if  that  line 
be  only  the  making  of  mouse 
traps. 


The  day  is  short,  and  the  work  is 
great,  and  the  laborers  are  sluggish 
and  the  reward  is  much,  and  the 
Master  of  the  house  is  urgent. 

— Rabbi  Tarphox 


The  glory  of  a  workman,  still  more 
of  a  masterworkman,  that  he  does  his 
work  well,  ought  to  be  his  most 
precious  possession;  like  the  honor  of 
a  soldier,  dearer  to  him  than  life. 

— Thomas  Carlyle 


The  winds  and  waves  are  alwa\s 
on  the  side  of  the  ablest  navigators. 
— Edw.\rd  Gibbon 


What  a  father  says  to  his  children 
is  not  heard  by  the  world,  but  it  will 
be  heard  by  posterity. 

— Jean  Paul  Richter 


Any  piece  of  knowledge  I  acquire 
today   has  a    value    at    this    moment 
exactly    proportioned    to   my    skill   toj 
deal  with  it.  Tomorrow,  when  I  knov 
more,  I  recall  that  piece  of  knowledge 
and  use  it  better. — Mark  \'an  Dorej^ 


There  is  no  genius  in  life  like  the 
genius  of  energy  and  activity. 

— Donald  G.  Mitchele 


Nothing  of  worth  can  be  achieve* 
with  half  a  mind,  with  a  faint  hea 
and  with  a  lame  endeavour.  ^ 

— Isaac  Barro 


The  fruits  of  labor  are  the  sweeteg 
of  all  pleasures. 

— Luc  de  ^'AU^•ENARCl 


Here  is  the  ghost  of  a  summer  that" 
lived  for  us.  Here  is  a  promise  of 
summer  to  be. — William  E.  Henleyj 


More  than  3,000  "Thoughts,"  in- 
dexed hy  author  and  subject,  are 
now  available  in  a  574-page  hook 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  fax:  New 
York  City,  add  6%;    rest   of  New 


York 


to  6^  as  required.) 


Virtue  is  its  own  reward. — Cicero 


If  a  man  love  the  labor  of  any 
trade,  apart  from  any  question  of  suc- 
cess or  fame,  the  gods  have  called 
him.        — Robert  Louis  Stevenson 
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A  Text . , . 


Sent  in  by  Mrs.  Louis  N. 
Sherman,  Plymouth.  Mass. 
What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


The  just  man  walketh  in  his  integrity: 
his  children  are  blessed  after  him. 

— Proverbs  20:7 
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